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Executive Summary 

Introduction 

BACKGROUND 

Founded in the EU’s Communication “Global Europe” (2006) and the European Neighbourhood Policy, 

Association Agreements incorporating Deep and Comprehensive Free Trade Areas represent a new 

generation FTA which provided the opportunity to negotiate regulatory and beyond-the-border issues 

that are not included in traditional FTAs. Negotiations for AA/DCFTAs in Ukraine, Moldova and Georgia 

were launched 2009-2010 and signed in 2014 (following trilateral consultations between Ukraine, Russia 

and EU, the application of the Ukrainian DCFTA has been postponed until December 2015). This report 

details the findings of the study on EU Support to the Private Sector in the context of these Agreements.  

OVERALL OBJECTIVES OF THE PROJECT 

The overall objective of the assignment is “to propose recommendations on the design of EU support 

package targeting the private sector in order to accompany the process of implementation of the 

AAs/DCFTAs in Georgia, Moldova and Ukraine, notably in relation to the compliance with the EU 

norms in the domestic legislation.” 

The outputs of the assignment are: a gap analysis between the national legislation and the provisions of 

the EU acquis to be implemented as part of the AAs/DCFTA (as far as the private sector is concerned); an 

evaluation of past and on-going SME Development programmes in the three countries and; specific 

recommendations for the design of future EU support to the private sector to accompany the 

implementation of the AAs/DCFTAs provisions.  

SME DEFINITIONS 

The focus of support from the European Commission will be on small and medium enterprises (SME) in 

Georgia, Moldova and Ukraine. Whilst during the survey and analysis stage, the EU definition will be used, 

it is not possible to differentiate national statistics between large firms as defined nationally, and medium 

firms as defined by the EU (except in Ukraine which already applies the EU definition). As a consequence, 

throughout this report, when referring to national data, we necessarily have to use the definition 

prevailing in each of the countries concerned.   

Situation Analysis  

PROFILE OF THE SME SECTORS IN GEORGIA, MOLDOVA AND UKRAINE 

There are significant differences between the three countries being studied in terms of size and economy. 

In terms of economic development Ukraine and Georgia are similar with GDP per capita of around €3,000 

whilst Moldova is considerably smaller with less than €1,000. By population, Georgia and Moldova are 

similar size with populations around 4 million whilst Ukraine is much larger with a population of over 45 

million. Differences in GDP are significant with Ukraine being by far the largest with GDP over €135 

billion compared to €12 billion in Georgia and only €6 billion in Moldova. 

Moldova’s SMEs contribute 28% to its economy, much more to than in the other countries (19 and 12% 

respectively). However, at least some of this may be due to the difference in national definitions whereby 

Moldova’s definition includes much larger companies than in Georgia. 

Therefore, in terms of the analysis of the SME sectors in each country, it should be borne in mind that 

Ukraine is 11 times larger than Georgia (GDP) and 10 times larger in terms of population, and in turn, 20 

times and 13 times larger respectively than Moldova. As a result there are more than 30 times more SMEs 

in Ukraine than the other two countries. 
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OVERALL STRUCTURE OF THE ASSOCIATION AGREEMENT 

Implementation of the Association Agreement (AA) including the Deep and Comprehensive Free Trade 

Area (DCFTA) has several dimensions setting out provisions and obligations for both parties. These 

include: 

 Dialogue and cooperation with the EU in political reform, security, foreign policy, justice and 

freedom; 

 Adoption of commitments from the trade (DCFTA) components (revising tariffs, application and 

administration of rules of origin, administration of tariff rate quotas and other obligations); 

 Legal harmonisation and approximation across a broad range of economic, trade and political 

spheres, that is adoption of selected elements of the EU acquis into national legislation and 

regulation; 

 Institutional and administrative reform (including enforcement and effective redress) resulting 

from legal reform and adoption of commitments in both trade and economic spheres such as 

overall of conformity assessment procedures and Customs cooperation, amongst many others. 

These activities will provide both opportunities and challenges to the private sector in general, and SMEs 

in particular. 

EXISTING SUPPORT INSTRUMENTS FOR SME DEVELOPMENT  

Over 136 financial assistance projects and 94 technical assistance programs were identified (16 regional 

financial and 16 regional technical; 41 financial and 13 technical in Georgia; 36 financial and 21 technical 

in Moldova and 43 financial and 44 technical in Ukraine).  

Research  

SME SURVEY RESULTS 

A survey of 902 SMEs (comprising 521 in Georgia, 185 in Moldova and 196 in Ukraine) was undertaken. 

The main findings are given below. 

Amongst the SMEs surveyed, there is no understanding of the scale of changes that will result from 

AA/DCFTA implementation and how it will affect business: 

 Only 79% of SMEs in Ukraine, 72% in Georgia and 32% in Moldova had heard of the agreements; 

 SMEs in Georgia and Moldova do not think that their business will be affected and although in 

Ukraine the majority of SMEs surveyed thought the AA/DCFTA would have a serious impact, 

most believe it only affects exporters; 

 Although around 70% of SMEs surveyed in Ukraine and Moldova want to sell to the EU, only 34% 

and 24% respectively stated they understood the market access provision of the Agreements.  

Only half the SMEs in Georgia want to sell to the EU, and of these only 8% stated they understood 

the opportunities. 

Even amongst those SMEs that knew of AA/DCFTA there is little or no understanding of specific scope 

and coverage and how it will impact on business: 

 Of the 10 areas presented to SMEs, less than half of SMEs knew about the changes that would 

affect their business (Financial reporting, technical regulations, SPS, Customs Administration, 

Rebranding Gis, Product and building Energy performance and labelling requirements, GMO's, 

Road and Vehicles Safety, Corporate Governance, labour Laws and environmental emissions and 

hazards)1 

                                                                    
1 Except SPS in Ukraine where over 60% SMEs reported they knew about these changes 
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 Even where SMEs claim knowledge of AA/DCFTA requirements, many did not actually 

understand the requirements with a door producer stating GMO and GI would affect his business 

where clearly there would be no impact. 

 In most cases, less than 40% of SMEs knew where to obtain information on these 10 areas and 

had little idea of the timeframe for adoption of the new rules 

SMEs reported limited resources available to effect the needed changes arising from implementation of 

the AA/DCFTA: 

 Between on quarter and half of SMEs in the region believe that they have internal resources to be 

able to implement the necessary changes but between 13 and 33% stated they had sufficient 

internal finance to fund investment. Only 7-20% of SMEs thought they would be able to raise 

external finance. 

 Of those companies with experience of BDS in Moldova and Ukraine, only about 15% of SMEs 

reported that they were satisfied with the services they received compared with 58% in Georgia 

although it should be noted that only 9% of surveyed firms had experience of BDS. 

 Only 13% of SMEs in Moldova reported good experience of lending compared with 72% in 

Georgia and 40% in Ukraine. SMEs in all countries reported interest rates unaffordable (around 

85% in Ukraine and Moldova and 67% in Georgia). Collateral requirements were most 

problematic for SMEs in Ukraine (over 90%) and Moldova (over 75%) and less problematic in 

Georgia (54%).  

SURVEY OF BUSINESS SUPPORT ORGANISATIONS AND BUSINESS SUPPORT PROJECTS  

A total of 63 organisations supporting SME development across the 3 countries were interviewed 

including 13 Ministries and state organisations responsible for business support, 34 business support 

projects (BSPs), 3 think tanks focussing on SME needs and 14 business support organisations (BSOs). 

 

From this survey, the following conclusions were summarised: 

 In all countries, the Government has taken steps to inform people on DCFTA, e.g. via web sites but 

awareness of AA/DCFTA requirements/opportunities amongst BSOs interviewed was limited 

with no understanding of implications for firms or how to benefit from DCFTA and  

 In general, management, technical and marketing capacities of SMEs to comply/benefit DCFTA 

was considered poor except in export ready firms. 

 Financial requirements for SMEs to comply/benefit DCFTA is expected to be high but access to 

finance is considered difficult in all countries. 

 BSOs reported the support needs in management, followed finance / financial literacy, 

technology / product development and marketing, incl. labelling. 

 The capacities of BSOs to offer services on DCFTA has not been assessed in any of the countries 

but capacities seem to be concentrated in the capital cities with limited outreach. In all countries 

there are some facilities for testing and certification, but only a few of them are internationally 

accredited 

SURVEY OF FINANCIAL INSTITUTIONS 

A survey of 17 financial institutions was undertaken with additional interviews with EBRD and EIB. The 

findings can be summarised as 

 The general lending environment is attractive, it is difficult to find clients able to prepare 

bankable projects with low financial literacy, a lack of demand for SME lending, high costs of 

loans are considered too high and many SMEs lack knowledge on banking products. The banking 

sector in Ukraine is paralyzed and in de-capitalization as the Hryvna has devaluated so much. 

 Realisation of Collaterals is a an issue with credits heavily collateralized, a buyer’s market for 

collaterals and poor recovery via court systems  
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 The overall NPL rate of banks are between less than 1% to 3.9% in Georgia, between 6% and 

25% in Moldova and between 7% and 50% in Ukraine;  

 In all countries, knowledge on DCFTA among financial institutions is rather limited and banks 

and MFIs would be interested to receive further training on DCFTA as many of them have 

realized that there are a lot of opportunities upcoming for financial institutions 

 In Moldova and Ukraine the potential in HR and skills are seen as conducive for doing business 
 In Ukraine the entrepreneurial spirit was praised allowing many firms to still function and adapt 

to the difficult macroeconomic situation in the country 

 In Ukraine, the enthusiasm of people for the EU and the hope for the new government were 

considered positive 

 In Ukraine the agriculture sector is not yet affected by the crisis in the country 

GAP Analysis 

A total of 75 government ministries, departments or agencies responsible for implementation or 

regulation related to AA/DCFTA and 34 donor projects (mainly EU funded) assisting with implementation 

of the acquis were consulted. The analysis related specifically to articles of the AA that will have a direct 

affect on the operations or opportunities for business as identified in the audit. It also reflects the 

understanding of those interviewed rather than any new analysis undertaken by the team. The main 

conclusions are: 

 The Government and support projects focus almost entirely on compliance with the Agreements 

and have not considered at all the effects on any business or how to engage and inform them. 

 A major issue for implementation is the dynamic nature of the agreement where changes in the 

EU acquis will require changes in national legislation previously aligned. 

 Another challenge is the large amount of redundant legislation that can lead to uncertainty as it 

often conflicts with the new legislation. For SMEs this provides increased business risk and 

uncertainty. 

Main Findings 

NEEDS OF SMES TO COMPLY WITH CHANGING BUSINESS RULES DURING AA/DCFTA IMPLEMENTATION 

Awareness and Capacities of SMEs 

 The gap between existing national legislation and EU acquis to be adopted will be a step change 

in the legislative environment and the regulation and enforcement of these changes in all areas 

identified as affecting SMEs.  

 SMEs lack the technical capacity to comply with these changes with very little knowledge and 

understanding of the changes to business legislation and currently, SMEs are ill prepared to plan 

and change their business accordingly.  

 SMEs do not have the resources to comply with AA/DCFTA requirements with less than 50% of 

firms in Ukraine and Georgia with internal capacity to manage and implement the necessary 

changes, although it is likely that firms have under-estimated the complexity of the changes 

necessary and these figures are therefore overstated. 

The steps for SMEs to comply with the requirements of AA/DCFTA 

 Based on case studies and experiences of other countries there are 5 generic steps which SMEs 

will need to undertake to comply: 

Step 1: Information and Knowledge of changes required 

Step 2: Strategy for implementation and compliance 

Step 3: Internal management and process changes 

Step 4: Investment in plant and equipment 

Step 5: External certification 
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 Based on our audit of the AA/DCFTA and its provisions that will have a direct effect on the 

business administration of SMEs, the following areas will require changes for SMEs, but little or 

no investment: Money Laundering, Terrorism Financing and Fight Against Crime and Corruption; 

Market Access (reduction in tariffs, export duties, TRQS and reference prices); Gradual 

Approximation to the Customs Law (Customs Code); Public Procurement; Phasing out the use of 

Certain GIs in Ukraine and Third Markets;  GMO Provisions; Company Law, Corporate 

Governance, Accounting and Auditing: and Employment, Social Policy and Equal Opportunities. 

 Based on an analysis of the text of the agreement and review of selective directives and 

regulations to be adopted, the areas that will require significant production process and 

investments for SMEs are: Approximation of Technical Regulations, Standards, and Conformity 

Assessment and Labelling requirements; Gradual Approximation of Sanitary and Phytosanitary, 

Animal Welfare and Other Legislative Measures; Road Transport; Approximation Relating to 

Energy Efficiency and Environmental Protection:. 

Support Needed (perceived by SMEs themselves) 

 Financial support (Georgia and Moldova) 

 Detailed Information (Georgia, Moldova and Ukraine) 

 Collaboration with EU firms (Moldova and Ukraine) 

 Training (Georgia) 

 Human resources (Georgia) 

 New technologies (Georgia) 

THE NEEDS OF SMES TO TAKE ADVANTAGE OF THE PROVISIONS OF THE AA/DCFTA 

 The majority of SMEs surveyed want to export to the EU, and but only half of SMEs in Ukraine 
and Moldova believe the DCFTA provides business opportunity, with only 27% in Georgia.  

 In terms of SMEs by sector that want to export to the EU, there is little sectoral difference in 
Moldova and Ukraine. In Georgia, the predominance is amongst agricultural producers. 

 There is a lack of knowledge amongst SMEs as to the changes in market access under the DCFTA, 
with 37% of SMEs in Ukraine and 21% of SMEs in Georgia and Moldova that say they know, or 
know where to obtain information on, exporting to the EU.  

 SMEs do not have the technical capacity to understand requirements with limited knowledge and 
understanding of where to find information on exporting and EU tender opportunities with only 
5% of SMEs in Georgia and Moldova stating they know where to find information and 20% in 
Ukraine. 

OTHER FACTORS THAT AFFECT SME DEVELOPMENT AND MAY IMPACT ON ABILITY TO COMPLY OR TAKE 

ADVANTAGE OF THE AA/DCFTA 

SMEs face major constraints: Cost and access to finance; Taxation rates and drawback; Slow and 

inconsistent implementation of reforms; Geopolitical instability caused by Russia; Corruption, Business 

Licensing and red tape; Unfair competition and macro-economic instability. 

Finance and enforcement of new regulations by government were cited by BSOs as a concern in all 

countries for compliance with AA/DCFTA. Other constraints listed by SMEs, BSOs and FIs were not 

related to the business environment but rather BDS such as availability of information on AA/DCFTA. 

The overwhelming constraint within the general business environment that will affect AA/DCFTA 

compliance and taking advantage of the opportunities is access to finance. Most SMEs, all BSOs and even 

FIs in each country listed access to finance as a binding constraint to SMEs compliance.  

ADEQUACY OF EXISTING BSO (FINANCIAL AND NON-FINANCIAL) PROVISIONS TO SUPPORT COMPLIANCE AND 

TAKING ADVANTAGE OF AA/DCFTA 

 Few SMEs use business development services and of those using BDS, only most were unsatisfied 

with the services provided and think such services are unaffordable. 
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 The majority of firms surveyed had experience of obtaining loans from financial institutions but 

most reported these loans were difficult to obtain, unaffordable and SMEs have inadequate 

financial literacy. Also to note is that the majority of SMEs thought that loans are not affordable. 

 There are few BSOs with knowledge of AA/DCFTA in any of the countries and both private and 

public sector BDS market is very weak and concentration of both governments and donors is in 

legal compliance and none of the actors has so far been seriously involved with ensuring SMEs 

are supported. 

Recommendations 

The scale of the task for SMEs to understand the changes resulting from AA/DCFTA compliance and to 

adapt their administration procedures, production processes and facilities cannot be underestimated. In 

order that business in each of the countries can be better prepared to comply with changing national 

legislation, as well as take advantage of the opportunities, a full range of support and “hand holding” is 

required through a comprehensive programme of targeted and very specific support: 

1. Awareness: To provide more than just general awareness which are abstract and detached from 

their actual business, awareness with both general and specific relevance of the AA/DCFTA to 

business operations is required, that is “how business will practically be affected by the 

agreements.” Strategies would include: National Business Awareness Campaign, and Outreach 

Programme for and through Financial Institutions, BSOs and Government MDAs (Ministries, 

Departments and Agencies) 

2. Know how: In addition, practical support to SMEs to understand how these changes and 

opportunities actually affect individual businesses and the steps required to adapt (including 

understanding the administrative and production process, standards and investments needed, as 

well as the changes to market regimes in both their own countries and the EU).  Strategies would 

include: Availability of BDS for AA/DCFTA strategy and planning; Thematic Specific BDS (new 

and existing); Business Linkages Approach; Establishment of National AA/DCFTA Tsar (creator 

and keeper of knowledge) 

3. Investment Finance: Many of the changes that business will be required to make will attract 

costs, in terms of investments in capital, new technologies and refurbishment, as well as greater 

administrative and procedural costs. Strategies would include: Credit Lines for compliance with 

technical regulations and SPS measures; Credit Lines for Approved Technologies for transport, 

energy efficiency and environmental protection, and Credit Lines for Equipment for testing 

4. Certification and approvals: Whether exporting to the EU, or simply operating nationally, 

compliance to the EU acquis may require verification through certification and approvals from 

either private and/or public authorities. Strategies would include: Financing Certification Costs 

and Facilitating Access to Certification Bodies 
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1. Introduction  

1.1 Background 

The EU’s regional policy towards its neighbours is founded in its Communication published in 2006, 

known as “Global Europe” whereby the EU adopted a more proactive FTA policy by determining 

economic criteria such as economic size, growth, tariffs and non-tariff barriers as the basis for new FTAs 

in order to ensure the competitiveness of the European economy.  

The European Neighbourhood Policy (ENP) provides a privileged relationship which promotes common 

EU values such as democracy and human rights, rule of law, good governance, market economy principles 

and sustainable development. Within the framework of this broader policy Association Agreements (AAs) 

incorporating Deep and Comprehensive Free Trade Areas (DCFTAs) represent a new generation FTA 

which provided the opportunity to negotiate regulatory and beyond-the-border issues that are not 

included in traditional FTAs. 

Negotiations for AA/DCFTAs in Ukraine were effectively launched in 2009, followed by Moldova and 

Georgia in 2010. The AA, including the DCFTA, was signed between the EU and Georgia and, EU and 

Moldova on 27 June 2014 in Brussels. These apply provisionally as of 1 September 2014. Negotiations for 

a DCFTA, as part of the EU–Ukraine AA, were concluded in 2011. After a long process, the political 

provisions of the AA were signed in Brussels on 21 March 2014. The remaining provisions, including the 

DCFTA, were signed on 27 June 2014 in Brussels. However, following trilateral consultations between 

Ukraine, Russia and EU in September 2014 in the context of the comprehensive peace process, the 

application of the DCFTA has been postponed until December 2015 although EU will continue with 

autonomous application of its market access commitments and the President of Ukraine has stated that 

the reform programme to align Ukraine’s laws with those of the EU acquis will continue. 

This report details the findings of the study on EU Support to the Private Sector in the context of 

Association Agreements (AA) including the Deep and Comprehensive Free Trade Area (DCFTA) and 

covers the newly signed agreements in Georgia, Moldova and Ukraine.  

1.2 Overall Objectives of the Project 

In order to design an effective package of support for the private sector within the context of 

implementation of the AA and DCFTA, it is vital to better understand the sectors most affected by 

implementation and in which regions the EU should focus its assistance. Similarly it is important to 

sequence and plan this support to match the scheduling of the reforms that the partner countries are 

committed to implement. 

The overall objective of the assignment is “to propose recommendations on the design of EU support 

package targeting the private sector in order to accompany the process of implementation of the 

AAs/DCFTAs in Georgia, Moldova and Ukraine, notably in relation to the compliance with the EU 

norms in the domestic legislation.” 

The specific objectives of the assignment are:  

(i) to analyse the gap between the national legislation of Georgia, Moldova and Ukraine and the 

provisions of the EU acquis to be implemented as part of the DCFTAs as well as the gap between 

the legislation already in place and its enforcement (as far as the private sector is concerned);  

(ii) to evaluate past and on-going programmes on support to SMEs in the three countries; 

(iii) to provide realistic recommendations for the design of a future EU support package targeting the 

private sector to accompany implementation of the AAs/DCFTAs provisions in Georgia, Moldova 

and Ukraine. 
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The outputs of the assignment are: 

a. a gap analysis between the national legislation and the provisions of the EU acquis to be 

implemented as part of the AAs/DCFTA (as far as the private sector is concerned) and; the 

legislation already in place and its enforcement (as far as the private sector is concerned). The 

results of this analysis should provide an indication of how the current situation differs from that 

which is required to comply with the AAs/DCFTAs.  

b. an evaluation of past and on-going SME Development programmes in the three countries aiming 

at supporting SMEs, in particular looking at financial instruments involving International 

Financial Institutions (IFIs).  

c. specific recommendations for the design of future EU support to the private sector to accompany  

the implementation of the AAs/DCFTAs provisions in Georgia, Moldova and Ukraine. The 

recommendations will be based upon the results of the evaluation and lessons learnt from the 

on-going and past programmes aiming at supporting the private sector in the three countries.  

1.3 SME Definitions 

The focus of support from the European Commission will be on small and medium enterprises (SME) in 

Georgia, Moldova and Ukraine. The SME sector consists of a range of enterprises of various sizes (usually 

defined by number of employees, working capital, and/or annual revenue) and operating in a variety of 

sectors. At one end of the range, companies can be slightly larger than microenterprises and at the other, 

companies can be almost the size of large corporations. The EU definition, based on an enterprise size 

defines an SME that qualifies under the employment indicator and one of the remaining two indicators, as 

follows:  

Table 1: EU Definition of SME2 

Indicator  Employees  Total Assets  Total Annual Sales  

Medium Enterprise < 250 < € 43 million < € 50 million 

Small Enterprise < 50 < € 10 million < € 10 million 

Micro Enterprise <10 <€ 2 million < € 2 million 

Whilst during the survey and analysis stage, the EU definition will be used, it is not possible to 

differentiate national statistics between large firms as defined nationally, and medium firms as defined by 

the EU (except in Ukraine which already applies the EU definition). In addition, the relevance of such a 

broad SME definition could depend on many factors, such as business culture; the size of the country’s 

population; industry; and the level of international economic integration. Moreover, differences also 

occur between national statistics offices in different countries, the result being that available statistics on 

SMEs have different thresholds to the EU definition in Moldova and Georgia. As a consequence, 

throughout this report, when referring to national data, we necessarily have to use the definition 

prevailing in each of the countries concerned.   

Table 2: Definition of SME in Georgia3 

Indicator Employees Turnover4 

Large >100 >€ 660,000  

Medium 20-100 € 220,000 – € 660,000 

Small <20 <€ 220,000 

 

Table 3: Definition of SME in Moldova5 

                                                                    
2 €/US$ 1.36 http://ec.europa.eu/budget/contracts_grants/info_contracts/inforeuro/inforeuro_en.cfm 
3 http://geostat.ge/index.php?action=page&p_id=1490&lang=eng 
4 2013 annual average exchange rate used: 1 EUR – 2,28 GEL 
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Indicator  Employees  Total Assets  Total Annual Sales  

Large >250 >€ 3 million >€ 3 million 

Medium 50-250 € 1.5 million  - € 3 million € 1.5 million - € 3 million 

Small 10-49 € 182,000 - € 1.5 million € 182,000 - € 1.5 million 

Micro <10 <€ 182,000 <€ 182,000 

Table 4: Definition of SME in Ukraine6 

Indicator Employees Turnover 

Large >250 >€ 50 million  

Medium 50-250 € 10 million – € 50 million 

Small 10-49 € 2 million - € 10 million 

Micro <10 < € 2 million 

There is a vast difference across the 3 countries as to the categorization of enterprises. In Ukraine SMEs 

are defined as enterprises with turnover up to €50 million whereas in Moldova, turnover up to €3 million 

and Georgia up to €0.66 million with employees up 250, 250 and 100 respectively. Therefore, in the 

proceeding section 2, Situation Analysis, these differences need to be borne in mind when comparing 

countries. Whereas the definition in Ukraine perhaps reflects the size of the  country, this does not explain 

differences between Moldova and Georgia whereby in the latter, many large and all medium sized 

companies would be considered “small” under the Moldovan definition. During the analysis, the relevance 

of these definitions and the impact on results of applying the EU definition will be explored (for example, 

it has been suggested that applying the EU definition in Moldova may render 99% of all firms SMEs). 

 

  

                                                                                                                                                                                                                  
5 Law of the Republic of Moldova on Support to Small and Medium Sized Enterprises (Law No. 206-VXI of July 

2006), 
6 Law of Ukraine N4618-17  of 22.03.2012 “On development of State support to the small and medium size 

enterprises in Ukraine 
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2. Situation Analysis  

2.1 Profile of the SME Sectors in Georgia, Moldova and Ukraine
7
 

OVERVIEW OF SMES ACROSS THE REGION 

Table 5 below provides a comparison of the economy and SME sectors in Georgia, Moldova and Ukraine. 

It highlights the significant difference between the three countries being studied in terms of size and 

economy. In terms of economic development (measured here broadly by per capita GDP), Ukraine and 

Georgia are similar at around €3,000 (rounded to nearest thousand) whilst Moldova is considerably 

smaller with less than €1,000. By population, Georgia and Moldova are similar size with populations 

around 4 million whilst Ukraine is much larger with a population of over 45 million. Differences in GDP 

are significant with Ukraine being by far the largest with GDP over €135 billion compared to €12 billion 

in Georgia and only €6 billion in Moldova. 

Table 5: Overview of SME Sector in Georgia, Moldova and Ukraine (2013)8 

Indicator  Georgia Moldova Ukraine 

GDP €11.9bn €6.1bn €135.8bn 

Population 4.4m 3.6m 45.6m 

GDP per capita €2,649 €874 €3,046 

No. of SMEs 55,966 50,900 1,599,429 

SME Contribution to GDP 19% 28% 12% 

Employment No. in SMEs 
(% total employment) 

169,914 
(35%) 

298,000 
(57%) 

7.5m 
(40%) 

In terms of SME sectors, Moldova’s SMEs contribute much more to its economy than in the other 

countries, with more SMEs than Georgia (despite smaller in population and size of economy), greater 

contribution of SMEs to GDP and higher levels of employment. However, at least some of this may be due 

to the difference in national definitions whereby Moldova’s definition includes much larger companies 

than in Georgia. 

Notwithstanding these differences, the contribution of SMEs to the economy and employment in the three 

countries is relatively low, especially compared with that of the EU. In the EU, SMEs contribute over 55% 

to GDP and employ more than 67% of total labour force. This compares with Moldova, which has the most 

significant contribution of SMEs of 28% contribution to GDP and 57% to employment. This indicates that 

there is much potential within the SME sectors in each country that could drive economic development 

within each country. The reform agendas that result from implementation of the AA/DCFTA will act as a 

catalyst for SME development by providing a more certain business environment based on enforced rules. 

Currently most of the existing rules work against the SME sector. 

Therefore, in terms of the analysis of the SME sectors in each country, it should be borne in mind that 

Ukraine is 11 times larger than Georgia (GDP) and 10 times larger in terms of population, and in turn, 20 

times and 13 times larger respectively than Moldova. As a result there are more than 30 times more SMEs 

in Ukraine than the other two countries. 

SME SECTOR IN GEORGIA 

Georgia currently enjoys relatively high growth rates with average GDP growth since 2010 of 5.6% 

(although there was a decline in growth rate in 2013 to 3.18% compared to the high of 6.95% in 2011). 

Forecast growth in 2014 is 5.0% and 5.5% in 2015. 

                                                                    
7 This section provides a summary of SME and economic profiles in each country. More detailed data is 

provided in the separate country annexes A-C of the Inception Report. 
8 €/US$ 1.3 (2013) average, calculated from 

http://ec.europa.eu/budget/contracts_grants/info_contracts/inforeuro/inforeuro_en.cfm 
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Following wholesale and retail sectors (16%), manufacturing is the largest sector of economic activity in 

the economy, representing 14% of GDP compared with agriculture of 11%. Other significant sectors are 

transport, construction and communications contributing 11, 7 and 6% respectively. 

Table 6: Major sectors of the Georgian economy 

Sectors of the economy Sector % contribution to GDP9 

Wholesale and retail trade; repair of motor vehicles, motorcycles and personal and household 
goods 

15.86 

Manufacturing 13.91 

Transport 10.76 

Agriculture, hunting and forestry; fishing 10.64 

Construction 7.44 

Communication 6.05 

Financial services 4.51 

Health and social work 4.35 

Real estate, renting and business activities 4.13 

Processing of products by households 3.77 

Education 3.77 

Total employment in business (excluding government) is 491,000 with 108,000 employed in wholesale 

and retail, 105,000 is manufacturing, 9,300 in agriculture, 53,000 in transport and communications and 

46,000 in construction. Unemployment in Georgia is at approximately 15% of total labour force. 

Georgia has a significant trade deficit of €3.7 billion10 (or 31% of GDP), with exports totally €2.1 billion 

and imports €5.8bn. The EU is Georgia’s principal trading partner accounting for 20% of exports and 28% 

of imports.11 Other trade partners include: export destinations Azerbaijan (20%), Armenia (11%), Russia 

(10%), Turkey (9%) and USA (7%) and; import sources Turkey (20%), China (9%), Azerbaijan (7%), 

Ukraine (6%) and Russia (6%). 

Georgia’s main exports (HS code 4 digit) are: used motor cars (20%), Ferro-alloys (11%), Copper ores 

(10%), Wine (6%) and Mineral waters (5%).12 The main exports to the EU are13: Mineral fuels, oils, 

distillation products (35%), Ores, slag and ash (21%), Edible fruit, nuts, peel of citrus fruit, melons (13%). 

Exports to the EU have increased by 72% between 2012 and 2013, and by 155% compared with 2009.  

Georgia’s main imports (HS code 4 digit) are: Petroleum (11%), Motor cars (9%), Gases (4%), 

Medicaments (4%) and Copper ores (2%).14 

Table 7 shows the number of enterprises by size, contribution to GDP and employment: 

Table 7: Profile of SME Sector in Georgia 

Indicator  Large Medium Small 

No. of Enterprises (2014)15 3,593 5,427 50,539 

Contribution to Output (2012)16 81% 8% 11% 

Employment No. 321,185 71,199 98,715 

Table 8 shows SME activity by sector and provides an indication of where SMEs participate in the 

economy. By value, SMEs are most active in industry/manufacturing (€348 million), real estate/business 

services (€145 million), wholesale/retail (€86 million and hotel/tourism (€ 78 million). By number of 

SMEs, the largest SME sectors are wholesale/retail, real estate and industry/manufacturing and; by 

employment wholesale/retail, real estate, industry/manufacturing and construction. 

  

                                                                    
9 http://geostat.ge/index.php?action=page&p_id=119&lang=eng 
10 1EUR- 1,36 USD 
11 As of January-July 2014 
12 As of January-July 2014 
13 2013 data 
14 As of January-July 2014 
15 http://www.geostat.ge/index.php?action=page&p_id=212&lang=eng 
16 http://www.geostat.ge/index.php?action=page&p_id=212&lang=eng 
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Table 8: SME Activity by Sector 

 Value of Sector 
contributed by 

SMEs (€) 

Contribution of 
SMEs to the 

total Sector (%) 

No. of SMEs in 
sector 

Employment in 
SMEs 

Agriculture, hunting and forestry 106 637,37 31,9 532 4185 

Fishing 3 739,61 100 71 230 

Industry 2 559 265,97 13,6 5660 30566 

Construction 316  949,98 14,7 3536 29464 

Wholesale and retail trade; repair of motor 
vehicles and personal and household goods 

385 470,79 22,2 19271 57615 

Hotels and restaurants 162 250,32 48,1 2604 19524 

Transport and communication 147 983,26 10 2314 12618 

Real estate, renting and business activities 325 989,92 44,4 6372 35973 

Education 31 773,17 40,5 873 11334 

Health and social work 42 841,14 13 1413 12376 

Community, social and personal service activities 76 868,27 11,9 1523 11507 

The majority of registered SMEs in Georgia are located in Tbilisi, Achara and Imereti accounting for 75% 

of all SMEs in Georgia. However, it should be noted for the agricultural sector, There are 560,00017 

households in Georgia with at least one member being a farmer, of which it is estimated that 292,000 

households sell to formal markets.18 In addition, there are 680 agricultural cooperatives in Georgia.19 

When considering the impact on agricultural producers these should be added to the 532 registered 

SMEs. 

Table 9: Geographical Distribution of SMEs (number of SMEs) 

 Total Large Medium Small 

Tbilisi 30204 2407 3430 24367 

Adjara 5513 315 576 4622 

Guria 836 20 76 740 

Imereti 5410 186 433 4791 

Kakheti 2342 77 175 2090 

Mtsketa-Mtianeti 670 41 57 572 

Racha-Lachkhumi/Kvemo Svaneti 360 5 34 321 

Samegreli-Zemo Svaneti 2866 142 286 2438 

Samckhe-Javakheti 1139 52 114 973 

Qvemo Qartli 3501 167 329 3005 

Shida Qartli 1832 76 196 1560 

SME SECTOR IN MOLDOVA  

Moldova currently enjoys relatively high growth rates with average GDP growth since 2010 of 5.5% 

(although there was a contraction in the economy in 2012 by 0.7%, but 2013 showed highest ever growth 

of 8.9% driven by agricultural recovery from failed harvests of 2012). Forecast growth in 2014 is 2.0% 

with growth of 4-4.5% from 2015-17. 

After wholesale and retail sectors (14%), manufacturing is the largest sector of economic activity in the 

economy, representing 12% of GDP compared with agriculture of 10%. Other significant sectors are 

                                                                    
17 Data from GEOSTAT(2013) 
18 Ibid. 
19 According to Agricultural Cooperatives Development Agency (www.acda.gov.ge) 
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transport and communications, financial services and construction contributing 11, 5 and 3% 

respectively. 

Table 10: Major sectors of the Moldovan economy 

Sectors of the economy Sector % contribution to 
GDP20 

Wholesale and retail trade 14.10% 

Manufacturing industry 11.60% 

Public administration 11.60% 

Transport and communications 11.30% 

Agriculture 9.90% 

Real estate activities 9.90% 

Financial services 5.20% 

Construction 3.40% 

Health and social work 3.40% 

Electricity and heat, gas and water supply 2.10% 

Education 2.10% 

Total employment in business (excluding government) is 519,882 with 117,200 employed in wholesale 

and retail, 97,500 is manufacturing, 48,000 in agriculture, 55,600 in transport and communications and 

28,700 in construction. Unemployment in Moldova is at approximately 6% of total labour force. 

Moldova has a significant trade deficit of €2,0 billion (or 38% of GDP), with exports totalling €2.36 billion 

and imports €4.39bn. The EU is Moldova’s principal trading partner accounting for 47.6% of exports and 

45% of imports (2013). Other trade partners include: export destinations - Russia (26%), Ukraine (6%), 

Turkey (5%) and Belarus (4%) and; import sources Russia (14%), Ukraine (12%), China (9%), Turkey 

(7%) and Belarus (3%). 

Moldova’s main exports (HS code 4/2 digit) are: Fruits and vegetables (12%), Articles of apparel and 

clothing accessories (11%), Electrical machinery and equipment and parts thereof (10%), Beverage and 

spirits (9%), Oil seeds and oleaginous fruits (7%), Cereals and (6%) and Pharmaceutical products (5%). 

The main exports to the EU are: Articles of apparel and clothing accessories (21%), Electrical machinery 

and equipment and parts (18%); Animal or vegetable fats and oils (8%), Edible fruit and nuts (7 %), 

Furniture; bedding, lamps and lighting fittings (6%) and oil seeds and oleaginous fruits (5%). Exports to 

the EU have increased by 14% in 2013. 

Moldova’s main imports (HS code 2 digit) are: Mineral fuels, lubricants and related materials (23%); 

Machinery and transport equipment (20.8%);21 Chemical and related products (13%); Manufactured 

goods classified chiefly by material (18%);22 Food and live animals (10%) and; other Miscellaneous 

manufactured articles 9.1%. The main imports from EU are Petroleum products and related materials, 

Chemicals, especially medicinal and pharmaceutical products and essential oils; Textile yarn, fabrics, 

made-up articles, Machinery and transport equipment, especially electrical machinery, apparatus and 

appliances  and Road vehicles. 

Table 11 shows the number of enterprises by size, contribution to GDP and employment: 

Table 11: Profile of SME Sector in Moldova 

Indicator  Large Medium Small 

No. of Enterprises (2014) 1,237 1,538 47,906 

Contribution to Output (2012) 65.5% 34.5% 

Employment No. 219,659 87,577 212,646 

Table 12 shows SME activity by sector. By Value, SMEs are most active in wholesale/retail (€2.3bn); 

manufacturing (€612 million), transport (€442 million) and; construction, real estate and agriculture 

(approximately 320-340 million each). By number of SMEs, the largest SME sectors are wholesale/retail, 

                                                                    
20 Moldova National Bureau of Statistics 
21 including Electrical machinery, apparatus and appliances, and electrical parts thereof-6% and Road vehicles 

- 5% 
22 Including Textile yarn, fabrics, made-up article -5% 
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real estate and manufacturing and, by employment: wholesale/retail, manufacturing, real estate and 

agriculture.  

Table 12: SME Activity by Sector 

 Value of 
Sector 

contributed 
by SMEs (€) 

Contribution 
of SMEs to 
the total 

Sector (%) 

No. of SMEs in 
sector 

Employment 
in SMEs 

Wholesale and retail trade 2332.8 36.8% 20036 79870 

Manufacturing  612.0 28.6% 4857 46095 

Transport and communication 442.5 35.4% 3309 22833 

Real estate renting and business activities 332.7 64.5% 8488 39496 

Health and social work 74.3 24.8% 788 12975 

Agriculture hunting and forestry 316.9 67.9% 2477 36246 

Construction 343.8 63.4% 2702 22500 

Other community social and personal service 
activities 53.1 54.5% 3418 16097 

Electric and thermal energy gas and water 16.8 1.2% 249 2705 

Hotels and restaurants 87.8 74.6% 1657 12092 

Education 17.2 69.6% 362 3292 

Financial intermediation 38.0 11.3% 903 2767 

Mining and quarrying 19.7 51.1% 104 2142 

Fishing, pisciculture 2.2 100.0% 84 597 

In addition, it should be noted that there are 902,21123 agricultural holdings in Moldova by 99.6% of 

these are informal and will only be affected if they sell to formal markets. 

The majority of registered SMEs in Moldova are located in Chisinau metropolitan area (64%) and Centre, 

accounting for 77% of all SMEs in Moldova. 

Table 13: Geographical Distribution of SMEs (number of SMEs) 

 Total Large Medium Small Micro 

Municipality Chisinau 33580 867 897 5890 25926 

North 5991 142 249 1410 4190 

..Municipality  Balti 2331 54 63 469 1745 

..Soroca 600 16 20 115 449 

Centre 7144 137 233 1378 5396 

..Anenii Noi 660 20 21 152 467 

..Hincesti 642 17 21 132 472 

..Ialoveni 1036 25 34 182 795 

..Orhei 1103 18 27 180 878 

..Ungheni 984 15 23 138 808 

South 2581 58 108 602 1813 

..Cahul 735 18 28 176 513 

..Causeni 462 8 21 99 334 

T.A.U. Gagauzia 1385 33 51 290 1011 

SME SECTOR IN UKRAINE 

According to the IMF Country Report No. 14/263,24 the economic recession in Ukraine is deepening, due 

to the ongoing situation in the eastern Ukraine with forecast growth in GDP for 2014 of -6.5%. Even prior 

                                                                    
23 GAS-2011, NBS, Moldova 



9 

to the political and security crisis, Ukraine’s economy had been experiencing low growth with average 

GDP growth between 2010 and 201325 of only 2.4% and growth in 2012 of only 0.2% and 0% in 2013. 

Manufacturing is the largest sector of economic activity in the economy, representing 31% of GDP 

compared with agriculture of 9%, wholesale and retail sectors (13%) and transport, Mining and 

construction contributing 7, 5 and 6% respectively. 

Table 14: Major sectors of the Ukrainian economy 

Sectors of the economy Sector % contribution 
to GDP 

Agriculture, hunting and forestry; fishing 8.50% 

Mining and quarrying 4.80% 

Manufacturing 30.90% 

Electricity, gas, steam, water supply and waste management 5.30% 

Construction 5.80% 

Wholesale and retail trade; repair of motor vehicles, motorcycles and personal and household 
goods 

12.70% 

Transport, warehouse and post services 7.10% 

Touristic services 0.80% 

Communication services 2.80% 

Financial and insurance services 3.20% 

Real estate, renting and business activities 4.00% 

Professional, scientific and technical activities, other administrative services 3.90% 

Public administration 2.80% 

Education 3.40% 

Health and social work 2.60% 

Other community, social and personal service activities 1.20% 

Total employment in business (excluding government) is 18.75 million with 3.3 million employed in 

manufacturing, 2 million in wholesale and retail and 2.8 million in agriculture. Unemployment in Ukraine 

is at approximately 8.8% of total labour force. 

Ukraine has a relatively small trade deficit of €10.2 billion26 (or 7.5% of GDP), with exports totally €47.5 

billion and imports €57.7 billion in 2013. The CIS is Ukraine’s principal trading partner accounting for 

35% of exports and 35% of import. The EU is also significant accounting for 27% of exports and 37% of 

imports. Other trade partners include: export destinations Asia  (27%), Africa (8%) and the Americas 

(3%) and; import sources Asia (20%), Americas (6%) and Africa (1%). 

Ukraine’s main exports (HS code 4 digit) are: Ferrous metals and manufactured products (26.7%); Crops 

(14%); Mineral products (11.8%); Mechanical and electrical machines (11%); Chemical products (6.8%); 

Edible food products (5.6%); Fats and vegetable oils (5.5%) and; Road vehicles, aircraft, ships (5.3%). 

Ukraine’s main imports (HS code 4 digit) are: Mineral products (29.1%); Mechanical and electrical 

machines (16.2%); Chemical products (11%); Road vehicles, aircraft, ships (7.7%); Ferrous metals and 

products made of ferrous metals (4.5%); Polymer products and plastics (3.2%);  Edible food products 

(4.2%) and;  Textiles and clothing (3.2%). 

Table 15 shows the number of enterprises by size, contribution to GDP and employment: 

Table 15: Profile of SME Sector in Ukraine 

Indicator  Large Medium Small 

No. of Enterprises (2014) 698 20,550 1,578,879 

Contribution to Output (2012) 88% 12% 

Employment No. 6.0 million 7.5 million 

Table 16 shows SME activity by sector. The information is incomplete as the data is not available from 

statistical sources but provides an indication of where SMEs participate in the economy. By value, SMEs 

                                                                                                                                                                                                                  
24 http://www.imf.org/external/pubs/ft/scr/2014/cr14263.pdf  
25 Ukrainian authorities; World Bank, World Development Indicators; and IMF staff estimates. 
26 Source for Chapter - http://www.ukrstat.gov.ua/express/expr2014/02_14/29w.zip 

http://www.imf.org/external/pubs/ft/scr/2014/cr14263.pdf
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are most active in agriculture (€15bn), transport (€12bn) and services (professional and real estate) 

(€12bn); although figures were not provided for manufacturing and wholesale/retail. By number of 

SMEs, the largest SME sectors are wholesale/retail, agriculture, manufacturing and services. 

Table 16: SME Activity by Sector 

 Value of Sector 
(€ m) 

Contribution of 
SMEs to the 

total Sector (%) 

No. of SMEs in 
sector 

Wholesales and retail, repair of cars 153 130 na 110 348 

Manufacturing/Industry 104 737 na 49 384 

Agriculture, hunting and forestry; fishing 15 241  99.0% 49 939 

Construction 12 864  93.5% 36 369 

Transport, warehouse  and post services 19 636  40% 16 670 

Real estate services 4931  95% 33 867 

Hotel and restaurants  1598  40% 10 178 

Information and telecommunication  7628  50% 14 888 

Administrative and business supporting service 7442  50% 17 331 

Financial and insurance services 8970  50% 5074 

Professional services (accounting, head hunting, 
consulting, scientific work) 

14 654  49% 33 987 

Art, sport and entertainment 1195  85% 2369 

In addition, there are 4.24 million27 individual agricultural households and 1,022 cooperatives. In so far 

as any of these will sell into formal markets, these will also be affected by the AA/DCFTA provisions.   

The majority of registered SMEs in Ukraine are located in Kyiv metropolitan area, Donetsk, 

Dnipropetrovsk, Kharkiv and Odessa accounting for 49.4% of all SMEs in Ukraine. 

Table 17: Geographical Distribution of SMEs (number of SMEs) 

 Large Medium Small 

Autonomous Republic of Crimes 12 722 13230 

Vinnitska 11 586 8147 

Volynska 12 349 4816 

Dnepropetrovska 81 1591 25691 

Donetska 106 1733 26170 

Zhitomirska 7 445 5769 

Zakarpatska 7 298 5322 

Zaporizika 24 724 13553 

Ivano-Frankivska 9 314 7352 

Kyivska 49 1039 16394 

Kirovogradska 5 389 6617 

Luganska 32 722 9978 

Lvivsla 29 935 16368 

Mykolaivska 12 384 9802 

Odeska 23 1012 23641 

Poltavska 24 640 9108 

Rivnenska 6 315 4604 

Sumska 9 398 5025 

Ternopilska 6 307 4497 

                                                                    
27 http://minagro.gov.ua/ministry?nid=13881 
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 Large Medium Small 

Kharkivska 36 1231 23693 

Khersonska 3 340 7298 

Khmelnitska 9 412 6167 

Cherkasska 13 527 6646 

Chernivetska 4 197 3793 

Chernigovska 6 426 5455 

c. Kyiv 159 3978 71201 

c. Sevastopol 4 175 3711 

2.2 Overall Structure of the Association Agreement 

Implementation of the Association Agreement (AA) including the Deep and Comprehensive Free Trade 

Area (DCFTA) has several dimensions setting out provisions and obligations for both parties. These 

include: 

 Dialogue and cooperation with the EU in political reform, security, foreign policy, justice and 

freedom; 

 Adoption of commitments from the trade (DCFTA) components (revising tariffs, application and 

administration of rules of origin, administration of tariff rate quotas and other obligations); 

 Legal harmonisation and approximation across a broad range of economic, trade and political 

spheres, that is adoption of selected elements of the EU acquis into national legislation and 

regulation; 

 Institutional and administrative reform (including enforcement and effective redress) resulting 

from legal reform and adoption of commitments in both trade and economic spheres such as 

overall of conformity assessment procedures and Customs cooperation, amongst many others. 

These activities will provide both opportunities and challenges to the private sector in general, and SMEs 

in particular. 

The structure of the individual Association Agreements with Georgia, Moldova and Ukraine differ, as do 

the specific content, but largely they have similar components of Political; Justice, Freedom and Security 

(JFS) provisions, trade and economic parts (plus associated protocols and annexes). 

The scope of coverage is similar and has the following elements: 

Political and JFS Spheres 

 Political dialogue and cooperation on: domestic reform; Foreign and security policy; Regional 

stability; Conflict prevention, crisis management and military-technological cooperation and; 

Disarmament, arms controls, arms export control and fight against illicit trafficking of arms; 

Combating terrorism. 

 Political Dialogue and ratification of internal treaties on the International Criminal Court (ICC); 

Non-proliferation of weapons of mass destruction. 

 Dialogue and cooperation regarding justice, freedom and security in Rule of law and respect for 

human rights; Protection of personal data; Establishing joint policy and management structures 

for migration, asylum and border management; Cooperation on the fight against illicit drugs and; 

Legal cooperation. 

 Negotiations and workplan for the granting of other more favourable provisions in additional 

areas, including facilities for access to professional training; and gradual steps towards a visa-

free regime. 

 Dialogue and cooperation on Money laundering and terrorism, financing the implementation of 

relevant international standards, in particular those of the Financial Action Task Force (FATF) 

and standards equivalent to those adopted by the European Union. 

 Cooperation in the Fight against crime and corruption implementing effectively the UN 

Conventions. 
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Trade (DCFTA) 

 Progressive revision of tariff schedules and implementation of a Tariff rate Quota (TRQ) system 

for selected agricultural products. 

 Phasing out of Customs duties on exports. 

 Dialogue on trade agreements with other countries and administrative cooperation and 

coordination with other countries. 

 Adoption and administrative application of rules of origin.  

 Commitments on trade defence instruments, including, where applicable, adoption of a bilateral 

safeguard measure, legislation or adoption and implementation of a Mechanism for Safeguard 

Measures on Passenger Cars (Ukraine only) and; second hand clothing (Ukraine only) 

 Dialogue on application of WTO compatible Anti-dumping and Countervailing Measures and 

trade remedies. 

 Gradual approximation of its sanitary and phytosanitary and animal welfare legislation and 

enforcement procedures to that of the EU. 

 Gradual alignment of sectoral and horizontal legislation, institutions and standards regarding 

Technical Regulations, Standards, and Conformity Assessment, including negotiation of an ACAA. 

 Reform of customs and trade facilitation of legislation and procedures to ensure effective control 

and support facilitation of legitimate trade, including provisions on border enforcement of 

intellectual property rights. 

 Approximation to EU acquis in the trade in services in specific services sectors: Postal and 

Courier Services; Electronic communications and commerce; Financial Services; international 

maritime transport. 

 Provision for Temporary Presence of natural Persons for Business Purposes in each other’s 

territory. 

 Complete the liberalisation of transactions on the capital and financial account of balance of 

payments equivalent to the liberalisation in the EU prior to the granting of internal market 

treatment in the area of financial services (Ukraine only). 

 Gradual Legislative approximation and institutional reform of key elements of the EU public 

procurement acquis and development of mechanisms for mutual market access. 

 Commitments on respect for, as well as dialogue and cooperation in, intellectual property and 

regarding Geographical Indications.  

 Approximation to the EU acquis, and enforcement, as well as co-operation and co-ordination 

between competition authorities, as applicable.  

 Reform of national legislation on trade-related energy, as applicable. 

 Commitment on respect for transparency in trade policy making, including openness to 

stakeholders enquiries about the DCFTA and government-to-government contact points on 

transparency aspects of the DCFTA implementation. 

 Commitments, including to dialogue, on trade and sustainable development. 

 Establishment of dispute settlement and Mediation mechanisms. 

Economic Cooperation 

 Gradual approximation to the EU acquis, dialogue and cooperation in Energy Cooperation; 

Taxation; Environment; information society; Audio-Visual Sub-committee; Consumer Protection; 

employment and; Public Health; 

 Regular dialogue, cooperation and information exchange on: Macro-Economic Cooperation, 

Management of Public Finances and; Statistics; Transport; Space; Science and Technology; 

Enterprise policy; Financial Services; Company Law, Corporate law, Governance and Accounting; 

Tourism; Agricultural and Rural Development; Fisheries and Maritime Policy; Social Policy; 

Education culture and Sports and; Cross Border and Regional Cooperation. 
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SUMMARY OF PROVISIONS DIRECTLY IMPACTING ON SMES 

A review of each of the Association Agreements for Georgia, Moldova and Ukraine was undertaken to list 

the provisions that would have a direct impact on business. Technically all provisions of the agreement 

should have a impact, and benefit, on business – the objectives (at least from the partner country 

perspective) is to derive benefits for business and growth. However, for the purposes of this assignment, 

and in light of the fact that the main outputs focus on recommendations to support SMEs in compliance 

and taking advantage of opportunities, the audits of AAs focus exclusively on provisions that will require 

direct actions by business. 

Justice, Freedom and Security 

Provision within these Titles in each of the agreements focuses primarily upon government-to-

government dialogue and cooperation. However, within the provisions for the fight against terrorism, 

organised crime and money laundering, there may be changes in national legislation that will directly 

affect business in terms of cash payments, transparency and firm level reporting: 

Table 18: Requirement for increased financial reporting/controls 

Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Georgia, Moldova  
and Ukraine 

Money laundering 
and terrorism 
financing 

Georgia 
Article 19 (1,2) 
 
Moldova 
Article 18 & 19 
 
Ukraine  
 Article 20 

Implementation of 
relevant 
international 
standards, in 
particular those of 
the Financial Action 
Task Force (FATF) 
and standards 
equivalent to those 
adopted by the 
European Union 

 
1 year from EIF  

Fight against crime 
and corruption 
 

Georgia 
Article 17 (1,2) 
 
Moldova 
Article 16 
 
Ukraine 
Article 22 (4) 

The UN Convention 
against 
Transnational 
Organised Crime 
(UNTOC) of 2000 
and its three 
Protocols and the UN 
Convention against 
Corruption of 2003 

1 year from EIF  

Market Access for Goods 

Currently, import duties, or tariffs, are charged on many goods traded between the European Union and 

Georgia, Moldova and Ukraine. After entry into force (EIF) of the DCFTA, the import duties on the 

majority of products traded will be eliminated gradually over 10 years as follows: 

 Some import duties will be eliminated immediately 

 Some import duties will be eliminated (phased down proportionally) over 1, 2, 3, 5, 7 or 10 years 

 Some import duties will be reduced, but not totally eliminated 

 Some import duties will be eliminated on a fixed quantity of imports; thereafter full duty will 

apply (tariff rate quotas) 

This will have an impact on businesses that are (or want to) export to the European Union providing new 

opportunities through improved access and those businesses that import inputs to their production, as 

they will get access to cheaper (duty free) inputs making them more competitive.  
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Table 19: Improved EU market access and cheaper imported inputs 

Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Georgia  Elimination of 
customs duties on 
imports 

 Article 26 The Parties shall 
eliminate all customs 
duties on goods 
originating in the 
other Party as from 
the date of entry into 
force of this 
Agreement except as 
provided in 
paragraphs 2 and 3 
of this Article 

The date of entry 
into force of this 
Agreement 

Customs duties on 
exports 

 Article 29 Neither Party shall 
adopt or maintain 
any customs duty or 
tax, other than 
internal charges 
applied in 
conformity with 
Article 30 of this 
Agreement, on, or in 
connection with, the 
export of goods to 
the territory of the 
other Party 

The date of entry 
into force of this 
Agreement 

 Import or export 
restriction 

Article 32 
Neither Party shall 

adopt or maintain 

any prohibition or 

restriction on the 

import of any good 

of the other Party or 

on the export or sale 

for export of any 

good destined for 

the territory of the 

other Party, except 

as otherwise 

provided in this 

Agreement or in 

accordance with 

Article 

XI of GATT 1994 and 
its interpretative 
notes 

The date of entry 
into force of this 
Agreement 

 Product subject to 
Tariff Rate Quotas 
(TRQ) 

Article 26 

Annex II-A 

TRQ are introduced 

for the following 

products: 

Garlic, fresh or 
chilled 

After five years from 
the EIF at the 
request of either 
Party, the Parties 
shall consult to 
consider broadening 
the scope of the 
liberalization of 
conditions in the 
trade between the 
Parties. 

 Products subject to 
anti-circumvention 
mechanism 

Article 27, 

Annex II-C 

Beef, pork and sheep 
meat, Poultry meat, 
Dairy products, Eggs 
in shell, Eggs and 
albumins, 

After five years from 
the EIF at the 
request of either 
Party, the Parties 
shall consult to 
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Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Mushrooms, Cereals, 
Malt and wheat 
gluten, Starches, 
Sugars, Bran, sharps 
and other residues, 
Processed 
agricultural products 
(Sweet corns, Sugar 
processed, Cereal 
processed, 
Cigarettes) 

consider broadening 
the scope of the 
liberalization of 
conditions in the 
trade between the 
Parties 

 Products subject to 
entry price 
requirements  

Article 26 

ANNEX II-B 
Tomatoes, 
Cucumbers, Globe 
artichokes, 
Courgettes, Sweet 
oranges, 
Clementines, 
Monreales and 
satsumas, Mandarins 
and wilkings, 
Tangerines, 
Tangelos, 
ortaniques, 
malaquinas and 
similar citrus 
hybrids (excl. 
clementines, 
monreales, 
satsumas, 
mandarins, wilkings 
and tangerines), 
Lemons ‘Citrus 
limon, Citrus 
limonum’, Table 
grapes, Apples, 
Pears, Apricots, Sour 
cherries ‘Prunus 
cerasus’, Cherries 
(excl. sour cherries), 
Nectarines, Peaches 
(excl. nectarines), 
Plums, Grape juice 

 

After five years from 
the EIF at the 
request of either 
Party, the Parties 
shall consult to 
consider broadening 
the scope of the 
liberalization of 
conditions in the 
trade between the 
Parties 

Moldova Progressively 
establish a Free 
Trade area 
(elimination of 
customs duties) over 
a transitional period 
of 10 years 

Article 143 
Annex XV - D to AA 
on Elimination of 
customs duties 

Elimination or 
reduction in import 
duties to Moldova 
and EU on majority 
of goods;  
Customs Tariff Law 
subject to changes 
according to the 
stages of the 
implementation of 
the Annex XV to the 
Title V of the AA 

Over 10 years 

Agricultural 
products to be 
imported free of 
customs duties, in 
the TRQs mentioned 
in the Annex XV-A, 
Title V 

Article 147, para 6 
Annex XV-A, Title V 

TRQs on EU side for 
the following 
products:  
Tomatoes, fresh or 
chilled – 2.000 t; 
Garlic, fresh or 
chilled - 220t; Table 
grapes, fresh- 
10.000t; Apples, 

EIF 
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Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

fresh (excl. cider 
apples, in bulk, on 
seasonal basis); 
40.000t; Plums, 
fresh- 10.000t; 
Grape juice,… excl. 
containing spirit) - 
500t 

 Agricultural 
products to be 
imported free of 
customs duties, in 
the TRQs mentioned 
in the Annex XV-D 
Title V 

Article 147, para 6 
Annex XV-D, Title V 

TRQs on Moldovan 
side side for the 
following products:  
Fresh meat (1) - 
4,000t; poultry (2) – 
4,000t; dairy (3) – 
1,000t; processed 
meat (4) – 1,700; 
sugar (5) - 5,400t; 
glucose (6)- 640t 
 

 

 Customs duties on 
exports 

Article 150 No Party shall adopt or 
maintain any duty or 
tax, other than internal 
charges applied in 
conformity with Article 
152 of this Agreement, 
on or in connection 
with the export of 
goods to the territory 
of the other Party. 

At EIF 

 Products subject to 
entry price for which 
the ad valorem 
component of the 
import duty is 
exempted accessing 
EU market 

 ANNEX XV-B Cucumbers, fresh or 
chilled; Globe 
artichokes, fresh or 
chilled; Courgettes, 
fresh or chilled; 
Pears (excl. perry 
pears in bulk from 1 
August to 31 
December); Apricots, 
fresh; Sour cherries 
"Prunus cerasus", 
fresh; cherries (excl. 
sour cherries), fresh; 
Nectarines, fresh; 
Peaches (excl. 
nectarines), fresh; 
Grape must  

  
At EIF 

 Union Anti-
circumvention 
mechanism for 
agricultural products 
and processed 
agricultural products 

Article 148 
Annex XV-C  

14 categories of 
products: Pig meat, 
poultry meat, dairy 
products, eggs in 
shell, Eggs and 
albumins, Wheat, 
flour and pellets, 
Barley, flour and 
pellets,   
Maize, flour and 
pellets, sugars, 
cereals processed, 
cigarettes, diary 
processed, sugar 
processed and suit 
corn. 

 

Ukraine Elimination of 
customs duties on 
imports subject to 
rules of origin 
specific in the 
Agreement  

Article 29 
Annex I-A 
Annex I-B 
Protocol I to Title IV 

Elimination or 
reduction in import 
duties to Ukraine 
and EU on majority 
of goods 

over 1, 2, 3, 5, 7 or 
10 years 
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Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Customs duties on 
exports 

Article 31 
Annex I-D 

Gradual elimination 
of export duties on 
Ukraine’s exports to 
EU of livestock and 
hide raw materials; 
seeds of some types 
of oil-yielding crops; 
alloyed ferrous 
metal scrap, 
nonferrous metal 
scrap and semi-
manufactured goods 
of them and waste 
products and scrap 
of ferrous metals 

phased down 
proportionally) over 
10 or 15 years 

Special regime is in 
place to govern 
imports to Ukraine 
of second hand 
clothing.  

Article 29 
Annex I-B 

Gradual reduction 
with application of 
duties on reference 
price for new 
clothing to protect 
Ukrainian producers 
against cheap 
imports 

5 years 

Tariff Rate Quotas 
(TRQ) 

Article 29 
Appendix to Annex I-
A 

TRQ are introduced 
for the following 
products: 
Beef meat; Pork 
meat;  Sheep meat; 
Poultry meat and 
poultry meat 
preparations;  Milk, 
cream, condensed 
milk and yogurts; 
Milk powder; Butter 
and dairy spreads; 
Eggs and albumins; 
Honey;  Garlic;  
Sugars; Other 
Sugars;  Sugar 
syrups; Common 
wheat, flours, and 
Pellets; Barley, flour 
and pellets; Maize, 
flour and pellets;  
Barley groats and 
meal; cereal grains 
otherwise worked; 
Malt and wheat 
gluten; Starches; 
Starch processed;  
Bran, shaps and 
residues;  
Mushrooms;  
Processed tomatoes;  
Grape and Apple 
juice;  Fermented-
milk processed 
products; Processed 
butter products; 
Sweetcorn; Sugar 
processed products;  
Cereal processed 
products ; Milk-
cream processed 
products;  Food 
preparations;  

Over period of 5 
years after EIF. For 
nearly all TRQ 
products there are 
linear increase in 
quantities over a 
period of 5 
years after EIF 
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Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Ethanol;  Cigars and 
Cigarettes;  
Mannitol-sorbitol ; 
Malt-starch 
processed products 

Technical Regulations 

Technical regulations lay down product characteristics or their related processes and production 

methods, including the applicable administrative provisions, with which compliance is mandatory. 

Georgia, Moldova and Ukraine will align their laws in specific sectors of industrial products to EU 

regulations and conformity assessment procedures which will allow for easier market access to the EU as 

the requirement in these countries and in the EU will be the same.. Adopting European standards as 

national standards will confer presumption of conformity with these regulations. Business will therefore 

have to adapt production and product design to comply with technical regulations of the EU as they are 

adopted nationally. In cases where technical regulations provide for mandatory conformity assessment 

procedures by a third party (conformity assessment body), the conclusion of the Agreement on 

Conformity Assessment and Acceptance of Industrial Products (ACAA) will provide these countries with 

the possibility to have the certification issued by their national designated conformity assessment bodies. 

Moreover, the ACAA will provide that the products covered by the agreement are freely traded with the 

European Union without further checks. If applying new standards, firms will also have to obtain 

certification for compliance with new standards. 

Table 20: Adaption of production processes, product design and labelling in conformity with EU 

technical regulations 

Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Georgia, Moldova 
and  Ukraine 

Approximation of 
technical 
regulations, 
standards, and 
conformity 
assessment 

Georgia 

Article 47, Annex III 

 

Moldova 

Article 173 (2) i, (3) 
and Annex XVI 

 

Ukraine  

Article 56 (2)i, (3) 
and Annex III 

Adoption of EU 
technical regulations 
listed in the Annexes 

1-8 years after entry 
into force as detailed 
in Annex 3 of the 
agreement 

 

Progressively 
transpose European 
standards (EN) as 
national standards, 
including the 
harmonised 
European standards, 
listed in Annex III to 
this Agreement. 
Simultaneously with 
such transposition, 
countries shall 
withdraw conflicting 
national standards 

Georgia 

Article 47 (5) 

 

Moldova 

Article 173 (5) a-b 

 

Ukraine: 

Article 56 (8) 

Adoption of EU 
harmonised 
standards as 
national standards 

unspecified 

labelling or marking 
requirements shall 
not be more trade-
restrictive than 
necessary  

to fulfil a legitimate 

Georgia: 

Article 49 (1, 2) 

 

Moldova: 

Article 175 (2) a; b 

obligatory marking 
or labelling, as 
required for the 
adoption of the 
Union acquis in this 
area, and for 
marking and 

 At EIF  
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Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

objective  

Ukraine: 

Article 58 (1) 

labelling for the 
protection of health, 
safety or the 
environment, or for 
other reasonable 
public policy 
purposes; and 
Parties retain the 
right to require the 
information on the 
label or marking to 
be in a specified 
language. 

Sanitary and Phytosanitary Measures 

Sanitary and phytosanitary measures, or SPS, are the rules, regulations and procedures to ensure 

consumers are being supplied with food that is safe to eat. It covers food safety and animal and plant 

health. The EU extends its SPS measures to cover animal feed and animal welfare. SPS measures can be 

applied to protect against:  human or animal health from food borne risks, e.g. additives, contaminants, 

toxins or disease-causing organisms in their food, beverages or feedstuffs;  human health from animal or 

plant carried diseases;  animals or plants from pests or diseases or disease causing organisms and;  the 

health of forests and wild flora. 

Georgia, Moldova and Ukraine will gradually approximate their sanitary and phytosanitary and animal 

welfare legislation to that of the EU. As and when these measures become national legislation, businesses 

will have to adapt production methods, including hygiene and quality control and perhaps even redevelop 

premises and comply with other standards. 

Table 21: Ensure Compliance with EU SPS and animal welfare standards 

Country Provisions Article of AA Change to domestic 

regime 

Timeframe for 

change 

Georgia, Moldova 
and Ukraine 

Gradually 
approximate 
sanitary and 
phytosanitary, 
animal welfare and 
other legislative 
measures 

 

 

Georgia:  

Article 55, Annex IV and 
Annex XI  

 

Moldova: 

Article 181  

Annex XXIV 

Annex XVII 

Ukraine:  

Article 64 (1) 

Annex IV and Annex XI  

 

 

Adopt relevant 
elements of the EU 
SPS acquis (scope 
and timetable to be 
determined) 

Georgia – Workplan 
to be developed 
within 6 months of 
entry into force 
[Article 55(4)].  

 

Moldova and 
Ukraine – Workplan 
to be developed 
within 3 months of 
entry into force 
[Article 181 and 64 
respectively].  

Customs and Trade Facilitation 

Georgia, Moldova and Ukraine agree to establish customs procedures that will be proportionate (fees and 

costs and actions based on risk), transparent, predictable, non-discriminatory, impartial and applied 

uniformly and effectively including introducing a single administrative document (in each country) for 

the purposes of customs declarations. This means that businesses will have to learn and change 

procedures to the new rules. 
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Table 22: Improved Rules and Procedures for customs administration  

Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Georgia, 
Moldova and 
Ukraine 

Gradual 
approximation to the 
Union’s customs law 
(customs code) and 
certain international 
law 

Georgia:  
Article 75, Annex XIII 
 
Moldova: 
Article 201 
Annex XXVI 
 
Ukraine: 
Article 76, Annex XII  
 

Regulation (EEC) No 
2913/92 of 12 October 
1992 establishing the 
Community Customs 
Code and: 
• World Customs 
Organization 2005; 
Istanbul Convention on 
temporary admission of 
1990, HS Convention) 
of 1983; 
• WTO (e.g. on 
Valuation); 
• UN (TIR Convention 
of 1975, 1982 
Convention on 
harmonization of 
frontier controls of 
goods) 
• EC guidelines such as 
the Customs Blueprints; 
• WCO Revised Arusha 
Declaration (2003); 
• EC Blueprint on 
Customs ethics (2007). 
EU legislation on 
customs enforcement of 
intellectual property 

Georgia 
Within 4 years 
 
Moldova and 
Ukraine 
Within 3 years 
 

Adoption of the SAD Georgia 
Article 75, Annex XIII 
 
Moldova 
Annex XXVI 
 
Ukraine 
Article 84 
Annex XV 

Convention of 20 May 
1987 on the 
Simplification of 
Formalities in Trade in 
Goods  
 

Georgia 
Within 4 years 
 
Moldova 
Within 3 years 
 
Ukraine 
Within 1 year of EIF 

Trade in Services 

Trade in services have several modes of delivery: 

1. Cross border – the service is undertaken in Georgia, Moldova or Ukraine and then sent to the 

customer in their own country usually using electronic means but could be by post/courier. 

2. Consumption abroad – this is when the customers come to Georgia, Moldova or Ukraine and 

receive the services. 

3. Commercial presence – the service provider opens an office and the service is provided by 

“residents” both local (EU) and the country of origin. 

4. Temporary movement of nationals for business purposes – this is when the services are 

provided by nationals of one country who travel to the country of the customers, provide the 

service and return home. 

The AA provides for general rights of establishment and market access across all services (subject to 

exceptions annexed to the Agreement. Modes 3 (commercial presence) and 4 (temporary movement of 

persons) are mostly excluded from free trade agreements but the DCFTA provides for liberalization in 

terms of providing the entitlement of certain categories of individuals to travel temporarily to sell and 

deliver services in Europe and Georgia Moldova and Ukraine. Visas should then be granted automatically 

for the purposes covered by the DCFTA by the relevant authorities in both EU member states and partner 

countries. These authorities will be individually responsible for establishing systems for granting of such 
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visas. This will be provided immediately after entry into force (EIF) of the Agreement. In addition, 

countries have agreed to approximation to the acquis on e-commerce, postal services, financial services 

and maritime transport. However, this will require no direct actions from private businesses, especially 

SMEs. 

Procurement 

When the countries approximate their laws to EU rules on public procurement, businesses can compete 

for government contracts and be treated exactly the same as EU companies within the EU designated 

limits: 

As within the EU, mutual access to government contracts will only apply within the given thresholds: 

Table 23: Current Value of Contacts which are covered by EU Procurement Rules under the DCFTA 

 Works Supplies Services 

Central Government bodies €133,000 €137,000 €5,150,000 

Utilities Sector €412,000 €412,000 €5,150,000 

Timetable for adoption of acquis: 

Table 24: Timetable for adoption of EU Public Procurement legislation 

Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Georgia, Moldova 
and Ukraine 

Approximate 
national legislation 
to the relevant EU 
acquis, accompanied 
with institutional 
reform 
 

Georgia 
Article 141, Annex 
XVI B 
 
Moldova 
Articles 268; 272, 
438(4) 
Annex XXIX-B 
  
Ukraine 
Article 113 
Annex XXI 

Approximation to EU  
Directives on public 
procurement for 
central and regional 
governments and 
utilities, covering 
services, works and 
supplies. 
 

Georgia 
3-8 years after entry 
into force.  
 
Moldova 
9 months – 8 years 
after entry into force 
 
Ukraine 
3-8 years after entry 
into force. 

Geographical Indications 

A geographical indication (GI) is a descriptive title used to identify a product as originating in the 

territory of a particular country, region or locality where its quality, reputation or other characteristic is 

linked to its geographical origin. The protection of geographical indications in law, based on the WTO 

Agreement, prevents any registered GIs in one territory being used in another. However, under WTO 

rules, certain historical GIs used in another territory can be exempted. 

However, Ukraine has agreed to phase out the use of these GIs. 

Table 25: Rebranding of products affected by GIs in Georgia, Moldova and Ukraine, and third 

markets 

Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Georgia Protection of 
geographical 
indications 

Article169 (1,2) 
 Annex XVII 

1. This Sub-Section 
applies to the 
recognition and 
protection of 
geographical 
indications which 
are originating in the 
territories of the 
Parties.  
2. In order for a 
geographical 
indication of a Party 
to be protected by 

The Parties shall 
enforce the 
protection provided 
for in Articles 170 to 
174 of this 
Agreement by 
appropriate 
administrative 
action by their public 
authorities. They 
shall also enforce 
such protection at 
the request of an 
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Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

the other Party, it 
shall cover products 
within the scope of 
the legislation of that 
Party referred to in 
Article 170 of this 
Agreement. 

interested party. 

    Article 171 (1) 
Annex XVII 

The Parties agree on 
the possibility to add 
new geographical 
indications to be 
protected in Annexes 
XVII-C and XVII-D to 
this Agreement in 
accordance with the 
procedure set out in 
Article 179(3) of this 
Agreement after 
having completed 
the objection 
procedure and after 
having examined a 
summary of the 
specifications as 
referred to in Article 
170(3) and 170(4) of 
this Agreement to 
the satisfaction of 
both Parties. 

 

Moldova Protection of 
geographical 
indications 

Article  297 – 298 
Part A of Annex XXX-
A 
Part C of Annex XXX-
A 
Geographical 
indications listed in 
Annexes XXX-C and 
XXX-D 

GI for agricultural 
products and 
foodstuffs (Annex 
XXX-C) and GI for 
wines, aromatized 
wines and spirit 
drinks (Annex XXX-
D), which have been 
registered under the 
Law RM no.66/2008 
and EU legislation 
mentioned in Annex 
XXX-C, shall protect 
those geographical 
indications 
according to the 
level of protection 
laid down in the 
Agreement. 

Transitional period 
of 5 years from 1 
April 2013 to put in 
place all 
complementary 
actions necessary to 
stop unlawful use of 
the protected GI, in 
particular the 
customs measures at 
the border. 

Ukraine Protection of 
geographical 
indications 

Article 208 (3) 
Annex XXII 

Ukrainian producers 
will still be able to 
use and sell their 
products for the 
transitional period 
under these names: 
(a) Champagne, 
(b) Cognac, 
(c) Madeira,  
(d) Porto,  
(e) Jerez /Xérès/ 
Sherry, 
(f) Calvados, 
(g) Grappa, 
(h) Anis Português,  
(i) Armagnac, 
(j) Marsala,  
(k) Malaga, 

For transitional 
period of 10 years 
after EIF 
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Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

(l) Tokaj 
  Article 208 (4) Ukrainian producers 

will still be able to 
use and sell their 
products for the 
transitional period 
under these names: 
(a) Parmigiano 
Reggiano,  
(b) Roquefort,  
(c) Feta 

For transitional 
period of 7 years 
after EIF 

Economic Cooperation 

Table 26: Changes in legislation affecting implementation of energy standards, road transport and 

company law requiring change in business practices 

Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Georgia, Moldova 
and  Ukraine 

Approximation 
relating to energy 
cooperation 

Georgia 
Article 300, 
Annex XXV 
 
Moldova 
Article 76-79 
Annex VIII 
 
Ukraine 
Article 341 
Annex XXVII 

EU acquis on the 
promotion of Energy 
Efficiency, energy 
performance of 
buildings, energy end-
use efficiency and 
energy services and, 
labelling and standard 
product information of 
the consumption of 
energy and other 
resources by household 
appliances 

Georgia 
Within 2-6 years 
after entry into 
force 
 
Moldova 
Within 1-3 years 
of entry into force 
 
Ukraine 
Legislation within 
2-5 years and 
implemented 
within 2-8 years 
after EIF 

Road Transport Georgia 
Article 296, 
Annex XXIV, Annex 
XV-D 
 
Moldova 
Article 80-85 
Annex X 
 
Ukraine 
Article 368 
Annex XXXII 

EU acquis regarding 
road safety, road 
worthiness of vehicles, 
movement of 
dangerous goods, 
recording equipment in 
goods transport 
vehicles 

Georgia and 
Ukraine 
Between 1-4 
years after entry 
into force 
 
Moldova 
Between 1-8 
years after entry 
into force 
 

Company law, 
corporate 
governance, 
accounting and 
auditing 

Georgia 
Article 319 
Annex XXVIII 
 
Moldova 
Article 27-30 
Annex II 
 
Ukraine 
Article 387  
Annex XXXIV 

Protection of 
shareholders, creditors 
and other stakeholders 
in line with EU rules 
and Introduction of 
relevant international 
standards at national 
level and gradual 
approximation to EU 
law in the field of 
accounting and auditing 

Georgia and 
Moldova 
Within 3-5 years 
after EIF 
 
Ukraine 
Within 2-3 years 
after EIF 

 Environment and 
water/waste water 
treatment 

Georgia 
Article 306, 
Annex XXVI 
 
Moldova 
Article 91 
Annex XI 
 
Ukraine 
Article 363 

Approximation of EU 
legislation on;  air 
quality; water quality 
and resource 
management, waste and 
resource management 
and shipment of waste; 
industrial pollution and 
industrial hazards; 
Chemicals 

Georgia 
Between 2-12 
years after EIF 
 
Moldova 
Between 2-10 
years after EIF 
 
Ukraine 
Within 2-8 years 
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Country Provisions Article of AA Change to domestic 
regime 

Timeframe for 
change 

Annex XXX after EIF 
Ukraine GMOs Article 363 

Annex XXX 
EU acquis on deliberate 
release into the 
environment of 
genetically modified 
organisms and 
repealing  
transboundary 
movements of 
genetically modified 
organisms  

Within 2 years of 
EIF 

Georgia, Moldova 
and  Ukraine 

Health and Safety  Georgia: 
Article 348, 
Annex XXX 
 
Moldova: 
Article 37 
Annex III 
 
Ukraine: 
Article 421 
Annex XL 

EU acquis on safety 
and health of workers 
at work, minimum 
safety and health 
requirements for the 
workplace, use of work 
equipment, personal 
protective equipment, 
minimum safety and 
health requirements at 
temporary or mobile 
construction sites, 
protection of workers 
from risks related to 
exposure to biological 
agents at work, risks 
related to chemical 
agents at work 
requirements for 

work with display 
screen equipment,  
provision of 
safety and/or health 
signs at work, risk from 
explosive atmospheres 
and risk arising from 
physical agents 
(vibration, noise and 
electromagnetic fields ) 

Georgia 
Between 3-9 
years of EIF  
 
Moldova 
Between 3-10 
years of EIF  
 
Ukraine 
Between 3-6 
years of EIF 

2.3 Existing Support instruments for SME development  

There are a range of SME support instruments in Georgia, Moldova and Ukraine, and can be classified into 

Financial Assistance and Technical Assistance. 

FINANCIAL INSTRUMENTS 

Financial assistance instruments are grouped into five categories: 

1. Lending Instruments: instruments for which development finance institutions (mainly 

international finance institutions – IFIs) provide loans to banks to on-lend to SMEs for general or 

specific purposes; the largest of financial assistance is provided by lending. 

 Direct Lending: Direct Financing of SMEs by IFIs can also be provided which for 

example,  EBRD has undertaken for a while, and plans to expand this activity. 

 Microfinance: a specific lending instrument focused towards small firms and 

individuals, mainly for entrepreneurial ventures. 

2. Securing facilities or credit guarantee instruments: debt instruments through which banks 

and lenders are provided with securities, in case a loan cannot be repaid by the borrower and 

allow a bank to share its risks with IFIs or other providers of funds for securing loans; a specific 

form of a securing instrument is a National Credit Guarantee Fund, which could be a private, a 
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public or a mutual institution; such Funds exist in Moldova (Deposit Guarantee Fund) and in 

Ukraine (Deposit Guarantee Fund);.  

3. Equity instruments: risk capital instruments which a firm can use to raise capital or funds for 

business purposes through the sale of shares; these shares can be acquired by financial 

institutions, including IFIs, or private investors. An important segment of private equity is 

venture capital, which usually focuses on new companies in high-growth industries; there are 

several private equity funds and venture capital funds in the region such as Georgia: Caucasus 

Growth Fund, Georgia Regional Development Fund both managed by the Small Enterprise 

Assistance Fund (SEAF); Moldova: NCH Capital, Horizon Capital, and Ukraine: Horizon, Capital, 

Advent International, Sigma Blazer (private equity firms) and AVentures, TechInvest, Vostock 

Ventures (venture capital firms).  

 Business Angel Instruments: specific equity instrument usually aimed at supporting 

young entrepreneurial ventures with finance and technical support, often provided in 

the form of mentoring or coaching. 

4. Leasing facilities: Finance for purchasing an asset to be used by another party for a specific 

period of time for an agreed price, normally based on a leasing contract concluded between the 

lessor, who provides the funds (or the asset), and the lessee, who uses the asset.  

5. Grant schemes: funding for the development or implementation of specific project; the funds 

received in the framework of a grant scheme usually do not need to be repaid.  

 Matching grants: grants where a certain percentage of an investment (normally around 

50%) is provided from the firm’s own funds to “match” the grants. 

TECHNICAL ASSISTANCE INSTRUMENTS 

Technical assistance instruments include both technical assistance to financial institutions and SME 

support institutions.  

Technical Assistance for Financial Institutions 

 Capacity Building: can take various forms such as training courses, seminars, weekly meetings, 

but also evening classes, lunch-time training sessions as well as one-to-one training, on-the-job 

training, mentoring, coaching, etc. It is mostly directed towards staff members of the bank, but 

can also include client awareness, entrepreneur or borrower training of different types.  

 Institutional building in financial institutions: includes the features of institution building 

described below aiming not only at the set-up or restructuring of institutions in general, but also 

on improving the financial risk management, strategic planning, accounting, internal audits, and 

information management, implementing financial reforms and international best banking 

practices, supporting bank managers in management and decision making, upgrading payment 

systems, establishing security systems to safeguard data transfer networks and other banking 

related issues; it comprises also the training and capacity building of banking staff and can 

include training to borrowers. 

Technical Assistance For SME Support Institutions and SMEs 

 Policy advice: Includes policy development and policy monitoring, which refers in general to 

strategic planning and development of a policy strategy, legal frameworks. Also often includes 

institutional frameworks and networks, the provision of advice to governments at all levels on 

the drafting of legal and regulatory acts, the organization of a public hearing process in the 

course of a policy development process and also the development of action plans or road maps, 

design and monitoring of policy implementation framework, the identification and allocation of 

human and financial resources and other related activities. It is often aimed at improving the 

business or investment environment, which includes the simplification of the regulatory system 
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or developing a conducive or enabling business environment; it can include also advice on 

implementation of policy actions. 

 Institution building (including institution set-up and development): Includes activities related 

to building administrative capacities and improving administrative processes within an 

institution or to design or re-organize an institution, a set of institutions, an institutional network 

or even an institutional framework aimed at improving the effectiveness and efficiency of the 

staff within an institution, the performance of the institution as such or the services provided by 

an institution; activities related to institutional building include e.g. institutional reviews and 

analyses, design of organisational structures, (re-)definition of visions, missions, institutional 

values, roles, functions, job profiles, skills and staffing requirements, staffing concepts, skill 

development programs, staff assessment systems, communication systems, information 

management systems, performance measurement systems, financial requirements, resource 

allocation, budget development, etc.  

 Business Development Services: Includes services provided often by business service 

providers, consultants or business support institutions to (small) firms to overcome internal and 

external constraints thus improving and enhancing firms’ performance and foster their growth; 

such services are delivered manly through training, counselling, advice, information provision, 

technical support (e.g. technology development and transfer); business services can take a great 

variety of forms, but the most common services include: 

 Project or business development planning: Business and strategic planning, 

expansion/diversification planning, cost analysis, financial management, management 

support 

 Business reorganisation / restructuring: Organisational development, HR management, 

sales/distribution system, logistics management 

 Market analysis and planning: Market research, survey, strategy development, branding, 

promotional material, web site design 

 Partner search and business linkages: Supplier / investor / customer search, 

procurement management 

 Technology advice: IT infrastructure design; planning / set-up of financial & management 

information systems, engineering studies 

 Energy efficiency and quality management / certification: Energy audit, environmental 

impact assessment; ISO 9000 – 27000; Hazard Analysis Critical Control Point (HACCP) 

 Capacity building: this is closely related to institutional development, as well as business advice, 

and is defined as the process through which individuals, firms, business service providers, 

business support organisations, institutions and public institutions enhance their knowledge on 

certain topics and increase their ability to perform their functions more effectively, efficiently 

and sustainably. It can take the form of one-to-one training e.g. applying coaching or mentoring 

methodologies, class room trainings, seminars, workshop, round tables and includes formal 

training as well as informal training. 

 Other services: including 

 Public relations and awareness creation activities 

 Accounting and auditing support 

 Taxation support / simplification 

 Agricultural Extension Services and Seed Supply 
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SUMMARY OF BUSINESS SUPPORT INSTRUMENTS IN GEORGIA, MOLDOVA AND UKRAINE 

In summary, 136 financial assistance projects and 94 technical assistance programs were identified as 

current or in operation within the last 5 years.  

Table 27: SME Projects by Country 

Country Financial Projects Technical Projects 
Regional 16 16 
Georgia 41 13 
Moldova 36 21 
Ukraine  43 44 
TOTAL 136 94 

A breakdown of the projects by category can be found in the table below:  

Table 28: Projects by Category and Country 

 Regional Georgia Moldova Ukraine Total 
Lending 11 24 24 35 94 
Securing 4 9 6 8 27 
Equity 6 9 5 5 25 
Leasing 2 3 6 3 14 
      
Capacity Building Banks 4 4 2 5 15 
Institutional Building Banks 3 3 2 4 12 
Financial Product 
Diversification 

3 1 - 6 10 

Business Support (fin.) 2 4 - - 6 
 4 - - - 4 
Policy advice 3 1 - - 4 
Institutional Development 3 1 1 2 7 
Capacity Building       
Business Advice / BDS 7 9 10 31 57 
Others 12 11 17 29 69 
Grants 9 7 14 25 55 
Lending / Micro-lending 5 8 10 20 43 

In total, 83 projects assessed to date can be related to DCFTA, 34 financial assistance projects (Region: 6; 

Georgia: 7; Moldova: 10; Ukraine: 11) and 49 technical assistance projects (Region: 7; Georgia: 9; 

Moldova: 10; Ukraine: 23). 
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3. Summary Research and Survey Results 

3.1 SME Survey 

SCOPE AND COVERAGE OF SURVEY  

The total number of SMEs surveyed is 902 comprising 521 in Georgia, 185 in Moldova and 196 in Ukraine. 

(total including telephone, in person and online survey:  

Table 29: Total Respondents from Survey 

 Ukraine Georgia Moldova 
Telephone 181 122 100 
On line 1 379 70 
In person 14 20 15 
Total Countries 196 521 185 
Total (3 countries) 902 

The SME survey was undertaken between October and December 2014. A profile of the respondents in 

each country is provided by sector, regional and size, as well as a breakdown of those currently exporting: 
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GENERAL BUSINESS ENVIRONMENT 

Top 5 Constraints Perceived by SMEs Surveyed 

Table 30: Business Constraints Ranked by Participants 

Ukraine Moldova Georgia 

1. Cost of finance  
2. Availability of finance 

(willingness to lend) 
3. Political instability 
4. Corruption 
5. Tax rates 

1. Cost of finance  
2. Availability of finance 

(willingness to lend)  
3. Corruption  
4. Difficulties with collateral 

requirements  
5. Business licensing and 

permits 

1. Cost of finance 
2. Availability of finance 

(willingness to lend) 
3. Tax rates  
4. Practices of competitors in the 

informal sector 
5. Competition with large firms 

 The biggest constraint listed by all businesses in all countries is the cost and availability of 
finance. Access to finance constrains the SME sector in each country of the region;  

 In Ukraine, political instability is the next biggest constraint, combined with corruption and 
high/number of taxes; Access to collateral, corruption and onerous licensing are identified issues 
in Moldova; Tax rates and competition from informal sector and larger firms squeeze the middle 
in Georgia. 

Views on Business Prospects 

  

 Over 50% of firms surveyed in Georgia think that in the current economic climate, their business 
will grow whereas only 30% in Moldova and 40% in Ukraine think so. 

 However, less than 30% of firms surveyed across the 3 countries stated they would be able to 
invest under the current business climate. 

OPPORTUNITIES UNDER THE AA/DCFTA 

Firms who can sell or want to sell to EU 
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 More than 50% of SMEs surveyed in Ukraine and Moldova believe they can already comply with 

requirements and export to the EU. In these countries around 70% of SMEs surveyed want to sell 

to the EU. Whereas firms in Georgia do not believe they can export and only half of them want to. 

Market Access to the EU market  

 

 There is very little knowledge amongst those that were surveyed of how to access the EU market 

and where to obtain information with around one third of those surveyed in Ukraine stating they 

understood, while 20% in Moldova and less than 10% in Georgia had the knowledge. 

 Around 35% of those SMEs surveyed in Ukraine knew how to find information on exporting to 

the EU whereas only around 20% knew in Georgia and Moldova. 

Understanding of the Changes to EU market access under the DCFTA 

  

 

 There was little understanding amongst those surveyed of the changes in market access resulting 

from the DCFTA 
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Preparedness of SMEs for changes under AA/DCFTA 

 

 Although the vast majority of SMEs surveyed intend to develop a marketing plan to access the EU 

market, few believe they have the internal resources or can gain access to external resources to 

implement it properly 

Table 31: List of reported support needed to implement an EU marketing strategy  

Ukraine Moldova Georgia 

 Information support that is 
publicly available; 

 Language training; 
 Support in getting cheap loans 

or investment; 
 Financing in starting applying 

new technologies in processing; 
 EU certification. 
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Opportunities to Participate in EU Government Tenders 
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 There is reasonable knowledge of the EU public procurement opportunities in Ukraine and 

Georgia with Ukrainian SMEs interested in participating in tenders 

 However, there is virtually no knowledge of where to get information on tender notices and the 

rules of tendering. 

UNDERSTANDING OF THE CHANGES FROM IMPLEMENTATION OF THE AA/DCFTA 

General Awareness of the AA/DCFTA 

 

 Georgian and Ukrainian SMEs are well aware of the existence of AA/DCFTA. In Moldova despite 

the fact that by the time of conducting the survey the AA/DCFTA was already ratified, there is 

pretty poor knowledge of the fact that such an important document is already a part of its 

national legislation; 

 Ukrainian SMEs have clear vision that the signature and implementation of the AA/DCFTA will 

lead to changes in national legislation procedure that will have an impact on all business whereas 

business in Georgia and Moldova did not. 

Awareness of AA/DCFTA by Country and Region 
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 In Ukraine and Georgia, there is little difference in understanding by region (although it is greater 

in the west of Ukraine) 

 By contrast, in Moldova, firms in the central area have by far a greater awareness compared to 

other regions. 

Impact of AA/DCFTA on SMEs 

 

 Nearly 80% of Ukrainian SMEs think that there will be a serious impact on business in Ukraine. 

This can lead to an assumption that they have a pretty good understanding of the AA/DCFTA in 

general; 

 SMEs in Georgia and Moldova do not think that their business will be affected.  Georgia in this 

respect believes actually that there will be very little impact with only 2% of the respondents 

thinking that they might be affected 

 Although in Ukraine the majority of surveyed businesses thought the AA/DCFTA would have a 

serious impact, most believe it only affects exporters. 

Specific knowledge of Changes amongst SMEs 
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mostly affect only those exporting to the EU 

Only affect Mostly affect

36% 

63% 

49% 

42% 

21% 

28% 

25% 

26% 

38% 

38% 

1.  Fin reporting/control

2. TBT

3. SPS

4. Customs Administration

5. Rebranding GI

6. Products&building Energy

7. GMO's

8. Road and Vehicles Safety

9. Corporate Govern., labour Laws

10. Emissions, hazards

Ukraine SMEs that understand the changes to 
their business in specific areas 

33% 

42% 

33% 

39% 

32% 

34% 

27% 

27% 

34% 

34% 

1.  Fin reporting/control

2. TBT

3. SPS

4. Customs Administration

5. Rebranding GI

6. Products&building Energy

7. GMO's

8. Road and Vehicles Safety

9. Corporate Govern., labour Laws

10. Emissions, hazards

Moldova SMEs that understand the changes to 
their business in specific areas 
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 Many companies that filled-in the questionnaire demonstrated a poor or no knowledge of the 

DCFTA impact.  For example it is astonishing that door producers thought that “Rebranding 

products affected by GI’s – e.g. changing the names of Cognac or Champagne” and “GMO Control” 

will affect them.  There are plenty of examples like this throughout the questionnaires; Therefore, 

it should be noted that these are firms that “think” that they understand the changes, in reality it 

is likely that actual understanding is lower. 

 Most of businesses realise that sanitary and phytosanitary measures (human, animals and plants 

health, plant protection hygiene and etc) and technical barriers to trade (labelling, 

standardization and technical regulations, methodology etc) are those that will impact and will 

change their businesses. 

Business who know where to find information on each area affected  

 

 

41% 

39% 

38% 

36% 

28% 

33% 

25% 

25% 

23% 

1.  Fin reporting/control

2. TBT

3. SPS
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5. Rebranding GI

6. Products&building Energy

7. Road and Vehicles Safety

8. Corporate Govern., labour Laws

9. Emissions, hazards

Georgia SMEs that understand the changes to 
their business in specific areas 
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44% 

32% 
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16% 

19% 
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19% 
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3. SPS

4. Customs Administration

5. Rebranding GI

6. Products&building Energy

7. GMO's

8. Road and Vehicles Safety

9. Corporate Govern., labour Laws

10. Emissions, hazards

Ukraine level of understanding of the changes 
required in areas affected 
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Moldova level of undrstanding of the changes 
required in areas affected 

31% 

32% 

41% 

35% 

33% 

35% 

37% 

29% 

33% 

1.  Fin reporting/control

2. TBT

3. SPS

4. Customs Administration

5. Rebranding GI

6. Products&building Energy

7. Road and Vehicles Safety

8. Corporate Govern., labour Laws

9. Emissions, hazards

Georgia level of undrstanding of the changes 
required in areas affected 
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Timetable for adoption of EU acquis  

 

 

 In general across the region in all 3 countries SMEs have only very general and poor knowledge 

of the time table for the implementation of the legislation; 

 Most of the respondents didn’t know the answer to this question and in most cases answers were 

made up 

Availability of resources for compliance with AA/DCFTA by Country 

 

 

 Around 50% of SMEs in Ukraine believe that they have internal resources to be able to 

implement the necessary changes resulting from implementation of the DCFTA. 

 However, only around one third stated they had sufficient finance to fund these changes, 

dropping to only 20% stating they had the finance for any required investment. 

 Similarly, around one third of firms thought that they would be able to access external finance to 

make necessary changes. This means that for example, around 50% of SMEs believe they can 

fund any necessary investments from own finance or loans. 
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 Around one quarter of SMEs in Moldova stated they had internal management capacity to 

implement necessary changes resulting from AA/DCFTA. 

 Around 13% of SMEs stated they have internal financial resources and an additional 17% 

stated they could get access to external finance for the necessary changes. This means only 30% 

of firms can finance the necessary changes resulting from AA/DCFTA implementation. 

 

 

 

 Around one third of SMEs in Georgia stated they have the internal resources to manage the 

necessary changes to their business resulting from the AA/DCFTA, although only one quarter 

thought they would be able to manage identifications of investment and managing external 

certifications compared to 50% who could manage the identification of required information. 

 Around 25% of firms stated they would be able to fund changes from internal finances and a 

further 7% thought they could obtain external finance. Therefore, only 32% of SMEs stated they 

could finance the required changes resulting from the AA/DCFTA changes. 
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Support required for compliance with AA/DCFTA 

Table 32: Support suggested by Participants 

Ukraine Georgia Moldova 

 Industrial facility in the EU; 
 Detailed instructions on how 

to access into EU market 

 

 Finances 
 Information 
 Training 
 Awareness creation 
 Human resources 
 New technologies 

 Free information, free trainings, 
financial support, information 
available in Russian, or a simple 
translation if there is another 
language 

 In order to obtain something there is 
a need of financial support, so you can 
do all the necessary changes 

 Collaboration  with similar companies 

ADEQUACY OF AVAILABLE BUSINESS DEVELOPMENT SERVICES 

Experience of BDS  

 

 The Majority of firms in Ukraine and Georgia have received loans (under half in Moldova) but few 

across the three countries have received BDS. 

Adequacy of Business Development Services 

 

 

 Of those companies with experience of BDS, around 85% of those in Moldova and Ukraine 

reported that the range of services available is inadequate and unaffordable. Moreover, only 

about 15% of SMEs in these countries reported that they were satisfied with the services they 

received. 

22% 

9% 

21% 

69% 

57% 

40% 

Ukraine

Georgia

Moldova

SMEs with experience getting business support 
and loans 

SME's with experience of getting loans from financial
institutions

SME's that received non-financial business support services

14% 

16% 

16% 

1. Adequate

2. Affordable

3. Satisfacatory

Ukraine SMEs experience receiving non-
financial support service was: 

15% 

15% 

14% 

1. Adequate

2. Affordable

3. Satisfacatory

Moldova SMEs experience receiving non-
financial support service was: 

58% 

44% 

58% 

1. Adequate

2. Affordable

3. Satisfacatory

Georgia SMEs experience receiving non-
financial support service was: 
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 By contrast, in Georgia, 58% of SMEs were satisfied with the services they received and thought 

that the range of BDS was adequate. Regarding cost of BDS, 44% of SMEs who received BDS 

thought it was affordable. However, it should be noted that the experience of BDS was lowest in 

Georgia at only 9% and so use of BDS is very small. 

Experience of loans 

 

 

 In general, SMEs in Georgia reported favourable experiences with lending, with 72% reporting 

that loans were relatively easy to obtain, two thirds reporting loans were sufficient and over a 

sufficient repayment period.  

 Experiences in Ukraine were less positive with just under half reporting that loans were easy to 

obtain and about 40% stating the loans provided sufficient monies and repayment periods. 

 However, few SMEs in Moldova reported good experience of lending with only about 13% stating 

loans were easy to obtain and sufficient. About one quarter thought repayment periods were 

adequate. 

 SMEs in all countries reported interest rates unaffordable, again more in Ukraine and Moldova 

with around 85% of SMEs stating unaffordable interest rates compare to 67% in Georgia. 

 Collateral requirements were most problematic for SMEs in Ukraine (over 90%) and Moldova 

(over 75%) and less problematic in Georgia (54%).  

3.2 Survey of Business Support Organisations and Business Support Projects  

SCOPE AND COVERAGE 

A total of 63 organisations supporting SME development across the 3 countries were interviewed to 

gather data and information, these including 13 Ministries and state organisations responsible for 

business support, 34 business support projects (BSPs), 3 think tanks focussing on SME needs and 14 

business support organisations (BSOs). 

  

42% 

41% 

39% 

17% 

6% 

1. Easy to obtain?

2. Enough amount of loan?

3. Sufficient repayment period?

4. Interest rate affordable?

5. Collateral requirement
manageable?

Ukraine SMEs experience obtaining loans 

12% 
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24% 

10% 
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1. Easy to obtain?

2. Enough amount of loan?

3. Sufficient repayment period?

4. Interest rate affordable?

5. Collateral requirement
manageable?

Moldova SMEs experience obtaining loans 

72% 

67% 

60% 

33% 

46% 

1. Easy to obtain?

2. Enough amount of loan?

3. Sufficient repayment period?

4. Interest rate affordable?

5. Collateral requirement
manageable?

Georgia SMEs experience obtaining loans 
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Table 33: Breakdown of BSOs and BSPs Surveyed 

 Georgia Moldova Ukraine 
Ministries Responsible for SME 
Development 

3 2 2 

State Business Support 
Institutions 

2 2 2 

Business Support Projects and 
Donors 

10 16 8 

Business Support Organisations 6 4 4 
Think Tanks 1 1 1 
 22 25 17 

AWARENESS OF THE AA/DCFTA  

Awareness of AA/DCFTA requirements/opportunities amongst BSOs interviewed 

 DCFTA is a popular topic in all countries, but the overall awareness, in particular in view of 

implications of DCFTA on firms is rather low in all the countries 

 SMEs are little aware of the implications of DCFTA on their firms, but export, export-ready and 

“better-off” firms in all countries are quite well aware 

 SMEs in all countries are not really aware of how to benefit from DCFTA 

 In Georgia and Moldova awareness is lower in firms than in Ukraine. 

 The awareness on DCFTA also differs between sectors; e.g. in all countries, IT and manufacturing 

firms are better aware than most of the agricultural firms; in Moldova and Georgia, firms from 

the wine sector are also quite well aware 

 In all countries, the Government has taken steps to inform people on DCFTA, e.g. via web sites 

 In Moldova the Government is not yet prepared to inform people honestly on DCFTA as there is a 

fear of Russian propaganda in a pre-election period 

Management and marketing capacities of SMEs to comply/benefit DCFTA 

 In general, management and marketing skills in all countries are considered to be low; the 

situation seems to be best in Ukraine and worst in Georgia  

 In all countries, many firms are not aware of what needs to be done to comply with DCFTA 

 Export and export-ready firms in all countries possess the necessary skills to comply with DCFTA 

 The EU export helpdesk is known in all countries, but seems to be more widely used in Ukraine 

and Moldova  

Technical capacities of SMEs to comply/benefit DCFTA 

 In all countries technical capacities are better developed than the managerial and marketing 

ones, but still considered to have room for improvement 

 Exporting, export-ready and “better-off” firms usually have better technical knowledge to comply 

with DCFTA than SMEs  

 In Ukraine, the technical capacities of firms seem to be quite advanced as 24.000 EUR1 

certificates were issued by CCI  

Financial capacities of SMEs to comply/benefit DCFTA 

 In all countries, it is expected that compliance with DCFTA will require a lot of funds  

 In all countries many firms have difficulties to quantify their financial needs as they are not 

aware of the requirements for adapting to DCFTA 

 Access to finance is difficult in all countries as interest rates are considered high; in all countries 

collaterals are an issue and prices for loans are considered too high 

 Liquidity for SME lending is said to be no problem in any of the countries, though with some 

banks in Ukraine being an exception, but banks mention a lack of bankable projects due to the 

lack of financial literacy and business planning skills 

 Lending is the most used financial instrument in all countries; leasing and factoring is available, 

but trade finance is usually not used by SMEs; the demand for any other instrument than lending 

is low. 
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 In all countries, SME lending is heavily collateralized 

 In all countries, long-term local currency lending is practically not available for SMEs 

 In Ukraine and Moldova, the non-functioning legal system creates problems for banks and firms 

alike 

 Especially in Ukraine, but also in other countries, banks are very risk-adverse and conservative in 

SME lending 

 Similarly, significant efforts and creativity are often required to identify and exploit support 

mechanisms available for DCFTA implementation at the firm level.  

 In Ukraine the banking sector is paralyzed due to the present macroeconomic situation and has a 

negative reputation.  

Type of support needed by SMEs to comply with AA/DCFTA 

Table 34: Support Needs of SMEs as Perceived by BSOs Interviewed 

 Georgia Moldova Ukraine Sum Rank 

Management  1,80 

(1) 

2,17 

(1) 

2,75 

(2) 

6,72 1 

Marketing / Labelling  3,10 

(4) 

2,44 

(2) 

2,75 

(2) 

8,29 4 

Technology / Product Development 2,75 

(3) 

2,67 

(3) 

2,75 

(2) 

8,17 3 

Finance (Financial Literacy) 2,35 

(2) 

2,72 

(4) 

1,75 

(1) 

6,82 2 

 The relevance of support needs is rather close, but a ranking can be made according to which, the 

major need for support is management, followed finance / financial literacy, technology / 

product development and marketing, incl. labelling. 

THE GENERAL BUSINESS ENVIRONMENT 

Major constraints to business development 

Constraints listed by all BSOs and BSPS in all countries: 

 The implementation of rules and regulations was considered sub-optimal and reform processes 

are considered as taking too long 

 The implementation of political decisions and the institutional framework for policy 

implementation is considered to be problematic 

 The general geo-political situation – and the Ukrainian-Russian conflict – is considered as a major 

challenge for the business environment 

 Some reluctance to organize in associations could be found 

 The statistics related to SMEs could be improved 

 Access to foreign markets was considered difficult 

 Access to finance was mentioned as a major impediment for firms 

 Access to innovation and new technologies, incl. technology infrastructure, was considered sub-

optimal 

 Business and entrepreneurial skills were said to be sub-optimal 

 Taxes are considered too high; in Moldova and Ukraine the tax system is considered to need an 

overhaul 

 FDI attraction is considered sub-optimal though for different reasons; in Ukraine due to the 

overall macro-economic and political situation, while in Georgia and Moldova because of the 

economic situation 

  



41 

In Moldova and Georgia 

 Finding strategic EU partners was considered difficult 

 A lack of skilled labour was mentioned 

 The size of the market was considered too small  

In Georgia and/or Ukraine, 

 There is no coherent SME policy in place yet but it is currently under elaboration and state 

support to SMEs in Georgia  already operational, , whereas in Ukraine it is practically non-

existent 

 There is no lobbying on Government level for SMEs 

 In Ukraine and Moldova, corruption, non- or mis-functioning legal systems, unfair competition, 

informal sector and lack of transparency were considered problematic for firms 

 In Ukraine and Moldova,, it was mentioned that there was too much red tape and that the 

governments are controlling firms rather than supporting them 

 In Ukraine and Moldova,, high transaction costs and difficult VAT return as well as non-

transparent public procurement systems were mentioned as constraints 

 In Ukraine the overall macroeconomic situation with high devaluation, a paralyzed banking 

system, 20% inflation and a lack of costumer trust as well as the war in the east are not 

conducive for firms to do business as these factors prevent them from doing long-term planning, 

accessing finance and interacting with international partners  

 In Georgia, a lack of competitiveness and productive logistics was stated 

General Business Prospects  

 In all countries, several sectors are considered as having good potential for international trade 

 In all countries there are opportunities to attract foreign investment 

 In all countries, there are good human, natural and material resources to be exploited 

 In Moldova and Georgia, the introduction of e-governance systems is seen as positive 

 In Moldova and Georgia, it is felt that the general business environment is improving 

 In Moldova and Ukraine there are many well-trained, young people eager to learn 

 In Georgia, the general business environment was considered positive, good and corruption free 

facilitating doing business 

 The banking system in Georgia is considered good and supportive to SMEs 

 In Moldova, there is a well-functioning SME support system and policy 

 In Ukraine due to the entrepreneurial spirit of the people many firms still function and are able to 

adapt to the difficult macroeconomic situation in the country 

 In Ukraine, there is a lot of EU enthusiasm  

 In Ukraine the agriculture sector is considered as holding huge potential, in particular for export; 

Ukraine holds 30% of the world’s black soil 

 Ukraine is a large market and there interesting opportunities for investors 

Effect of BEE constraints on AA/DCFTA compliance (all countries) 

 There is a lack of understanding what SMEs will require to comply with DCFTA 

 Access to information and knowledge on DCFTA was considered sub-optimal; in Moldova and 

Georgia, but also in Ukraine, there is also misinformation around, mainly by Russian propaganda 

 There is some fear on the investment requirements to comply with DCFTA 

 There are fears that there will be tougher competition, also in the country, and that some of the 

less competitive firms will not survive the DCFTA harmonisation 

 The adaptation to the food safety standards are considered a particular problem 

 Lack of appropriate testing and certification infrastructure was noted 

 Firms were traditionally targeting the Russian market and there is a fear that the EU market will 

have no demand for CIS products  



42 

 Specifically in Georgia, there is resistance among firms as it is expected that DCFTA will make 

doing business more expensive as there will be new rules, regulations and inspections on DCFTA 

compliance within the national legislation 

 Specifically in Moldova, there is perception of a lack of public consultations on DCFTA 

Effect of BEE constraints on opportunities under the AA/DCFTA  

 In all countries DCFTA is expected to have a positive impact on the country’s competitiveness, 

product standards, environmental standards, food safety, etc. 

 All countries hope that DCFTA will bring more opportunities for SMEs and will improve firm 

competitiveness 

 All countries expect DCFTA to bring more export opportunities 

 All countries expect from DCFTA more FDI 

 Ukraine hopes to get via DCFTA legal stability and an overall better business environment 

 Ukraine considers DCFTA a modernization program 

AVAILABLE SUPPORT FOR AA/DCFTA COMPLIANCE AND REALISING OPPORTUNITIES 

Capacity to support SMEs in AA/DCFTA compliance and realising opportunities  

 In none of the countries, have the capacities of BSOs to offer services on DCFTA been assessed 

 In all countries, capacities seem to be concentrated in the capital cities with limited outreach to 

remote areas 

 In all countries, there seem to be international chambers leading the DCFTA process, but not 

really reaching SMEs  

 In Georgia, there are some State Agencies, such as the, the National Food Agency and the 

Entrepreneurship Development Agency offering services to SMEs on DCFTA with capacities to be 

developed  

Available services for AA/DCFTA compliance (e.g. for testing, certifying, auditing) 

 In all countries there are some facilities for testing and certification, but with limited capacities; 

only a few of them are internationally accredited 

 In all countries, there are State labs and a limited number of private labs, which are competing 

with each other 

 In all countries many facilities are outdated and need upgrading and improvement 

 In Georgia and Moldova, international donors are supporting the setting up of testing and 

certification bodies 

 In Moldova, the metrology infrastructure is improving, but still a lot needs to be done 

 In Georgia 3 metrology labs were recognized internationally  

 In Ukraine, many of the facilities are outdated and costs for certification are high 

 There is a competition between State and private labs 

NEEDED SUPPORT FOR AA/DCFTA COMPLIANCE 

Support needed to improve policy and regulatory framework  

Georgia: 

 A basic quality system for regulatory reforms should be established 

 Policy making should include Regulatory Impact Assessments for business and ex-ante 

assessments of policy actions 

 Personnel to be trained should have capacity and long-term institutional commitment 

 Stakeholder dialogue should form part of the policy making process 

 Donors should coordinate actions and challenge good policy making 

Moldova: 

 All policy decisions should be translated into action plans with budget allocations and clear 

responsibilities 



43 

 Donors should make the implementation of policy recommendations conditional for policy loans 

and budget support  

 Proper stakeholder consultation mechanisms should be institutionalized ensuring the 

participation of firms and farms 

 Sufficient knowledge should be created amongst all those responsible for DCFTA implementation 

on implications of DCFTA on firms taking into consideration international best practice 

 Knowledge in the Government should be institutionalized, not personal 

Ukraine: 

 New Government should be supported in their attempts to improve the business environment 

 Policies should have a consolidated approach 

 Long-term capacity building programs are needed to support the Government in designing and 

implementing SME policy 

 Knowledge should be institutionalized and trained staff should have decision-making power 

 Support should be triggered at the highest possible level 

Awareness and Information Needs 

Georgia: 

 Awareness campaign must be smart 

 Information channels & materials must be appropriate  

 Materials for campaigns must be easy to understand 

Moldova: 

 A proper (and branded) awareness campaign on DCFTA in simple and target-group oriented 

language should organized 

 Government, experts and media should work closely together to organize and implement an 

awareness campaign and information provision  

 The awareness campaign should be well organized, coordinated and implemented using all 

available information channels  

 All involved in the awareness and information campaign should be trained well. 

 The campaign should be in English, Romanian and Russian 

 All information should be available in one place (One Window), incl. information, templates, 

interactive tools such as helpdesk functions 

 A public-private dialogue platform should be created to facilitate information outreach 

Ukraine: 

 A proper and in-depth awareness and information creation campaign targeted towards firms and 

farms should be designed and implemented  

 The awareness campaign should use all available media channels 

 The awareness and information campaign should involve SME and DCFTA experts as well as  

journalists and communication experts 

Needs for improved Business Development Services and business linkages 

Georgia: 

 Awareness must be created to make firms aware of the benefits of BDS  

 A BDS market needs to be further developed and strengthened  

 BSOs/BSPs need to be trained to provide first-class services 

 Georgian consultants should be trained and coached by / matched with EU consultants 

 Business partnering must be beneficial for all parties 

 Export to EU is not yet seen as an option for many firms 

 There is no tradition of business cooperation; Donors should not push for associations 
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Moldova:  

 Firms should be participating in the costs of consulting, if provided by donors 

 Select consultants not only on price, but also on a quality basis 

 Local consultants should be matched with international consultants to get exposure to 

international practice 

 Firms and farms should be better informed about the benefits of associations 

 Country specifics should be taken into consideration when pushing for organization in 

associations 

 More information on business interaction is needed – in Moldova and in the EU 

 Business linkages with EU countries should be product- and sector-specific 

Ukraine: 

 Firms should be made aware of the benefits of BDS 

 Sustainability of collaboration among organizations should be ensured 

Training Needs for AA/DCFTA compliance 

Georgia: 

 Training should be targeted 

 Local trainers should be trained and coached by EU experts 

 Training should be fee-based as it works well in Georgia  

 An awareness campaign on the benefits of BDS is needed 

 Local, well trained trainers from established institutions should be used  

 Training should be adapted to the capacity of participants 

 DCFTA training program should be initiated 

Moldova: 

 A top-down approach in training should be applied, training first “master trainers” to train local 

trainers 

 International expertise should be used to train at least the master trainers 

 Only those with proven easy interaction with firms and farms should be trainers  

 Trainers should be coached after the initial training 

 When developing trainer capacity in DCFTA, knowledge should be institutionalized, not 

personalized 

 DCFTA / entrepreneurial training should be incorporated in VET system and e-governance 

system 

 The selection of participants is vital for the success of the training; participants should prepare 

up-front for training 

 Training should be well targeted in content and language to target-group 

 Implementation of training contents should be monitored and institutionalized 

 Training could be bundled with financial assistance 

 Associations should be trained to train their members 

Ukraine: 

 Knowledge should be institutionalized within training institutions 

 International expertise should be used for local trainers speaking English 

 Training on DCFTA should be sector- and product-specific 

 Lots of case studies should be used 

 People should be encouraged to participate more actively in trainings 
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Technical Service Needs (Testing, Certification) 

Georgia: 

 There should be more testing/certification and related facilities 

 Such facilities where they already exist should be upgraded 

 Facilities should be internationally accredited 

Moldova: 

 Testing and certification bodies should be upgraded and supported 

 International accreditation – in particular for meat – is needed 

Ukraine: 

 Testing and certification bodies should be supported 

Financial Needs for AA/DCFTA compliance and realising Opportunities 

Georgia: 

 Training on financial literacy is needed  

 There should be capacity building programs on DCFTA in banks and MFIs 

 Monitoring of any grant implementation is essential to ensure sustainability 

 Debt Guarantee Scheme is needed 

Moldova: 

 Staff at financial institutions should be trained and they should develop suitable financial 

instruments to guarantee firms and farms access to finance 

 There should be technical assistance to support the Government to solve the systemic problems 

of the banking sector, incl. NBM regulations 

 Grants could be matched with consulting to achieve better results 

 Sustainability of grants should be carefully monitored 

 Guarantee Scheme should be revised 

Ukraine: 

 Training on financial literacy should be increased 

 Government should work on the stabilization of the macroeconomic situation 

 Debt Guarantee Scheme is needed 

3.3 Survey of Financial Institutions 

SCOPE AND COVERAGE 

A survey of 17 financial institutions was undertaken, 5 in Georgia and 6 each in Moldova and Ukraine. In 

addition, interviews with EBRD and EIB were undertaken. 

MAJOR CHALLENGES IN LENDING TO SMES  

General Lending Environment 

 SME lending is an attractive market for banks, but in all countries it is difficult to find clients able 

to prepare bankable projects;  

 In all countries consider banks themselves as “partners of SMEs”  

 There is no real liquidity problem within banks for SME lending – except for Ukraine 

 Financial literacy is countries low in all – in particular in Georgia and Moldova 

 In all countries there is a lack of demand for SME lending noted by the banks 

 Costs of loans are considered too high in all countries 

 Many SMEs lack knowledge on banking products and do not understand the logic (and needs) of 

the banks 
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 Long-term, local currency loans are a problem in all countries 

 In general, in all countries banks are rather risk-adverse and conservative in SME lending 

 The banking sector in Ukraine is paralyzed and in de-capitalization as the Hryvna has devaluated 

so much 

Loan Applications 

 Banks are supporting SMEs to prepare loan applications, but in all countries, banks are 

complaining that the financials of most firms are sub-optimal and not well structured or opaque 

 MFIs have less sophisticated loan applications than banks; often loan officers visit firms to 

prepare the loan application with the clients together on-site.  

 Microfinance is done in many banks via retail banking; in Georgia and Moldova there are several 

MFIs active on the market, in Ukraine there is no real microfinance system established   

Realisation of Collaterals 

 Georgia has a very bank-friendly legislation, but in Moldova and Ukraine the realization of 

collaterals is a very difficult, time-intensive and expensive process 

 In all countries, credits are heavily collateralized. 

 In Georgia, collaterals can be recovered with the help of the National Bureau of Enforcement, but 

difficult cases will require a court involvement; in Moldova and Ukraine courts need to be 

involved. 

 In Georgia and Moldova most costs from realization of collaterals can be recovered, while in 

Ukraine, where all collaterals must be sold via auctions, it’s an expensive process also for banks 

 In all countries, there is a buyer’s market for collaterals, which makes the selling of collaterals 

difficult for banks 

 The recovery via court systems is very time consuming in all countries (between 6-12 months in 

Georgia, up to 4 years in Ukraine and to up to 15 years in Moldova) 

 In Moldova and Ukraine, the court systems are considered highly inefficient and corrupt 

Loan Performance 

 The overall NPL rate of banks are reported as follows: in Georgia between less than 1% to 3.9%; 

in Moldova between 6% and 25% (15% official NBM rate); in Ukraine between 7% and 50% 

(12% official NBM rate; 40-50% Moody’s and Fitch). NPL rates of smaller firms are lower than 

bigger firms in all countries as one default loan of millions of USD can bring down the NPL of a 

bank substantially;  

 MFI NPL rates are much lower than NPL rates of banks  

 The interest rate at banks ranges between 10-15% (many firms with good projects can get loans 

for less than 10%) in Georgia, 8-14% in Moldova and 20-25% for local currency in Ukraine; 

foreign currency loan interest rates are: in Moldova 5-9%, in Ukraine 8-10%. 

 MFIs in Georgia charge from 12% up to 30% 

AWARENESS OF AA/DCFTA  

Awareness of AA/DCFTA amongst Financial Institutions (FIs) 

 In all countries, knowledge on DCFTA among financial institutions is rather limited 

 In Moldova, there are two banks actively promoting DCFTA among firms via events using 

international expertise – despite the fact that they consider their knowledge on DCFTA rather 

limited 

 In Georgia, some banks are aware that DCFTA will be a topic for SMEs – providing business 

opportunities – but the overall knowledge even in these banks remains rather limited 

 In Ukraine, banks are not too much concerned regarding DCFTA – at least partly due to the 

overall difficult situation of the banking system 

 In all countries, banks and MFIs would be interested to receive further training on DCFTA as 

many of them have realized that there are a lot of opportunities upcoming for financial 

institutions 
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Awareness of AA/DCFTA amongst SMEs 

 All financial institutions consider that the awareness, knowledge and management, technical and 

financial capacities of SMEs with respect to DCFTA are rather limited  

Support from FIs to SMEs on AA/DCFTA implementation 

 Most of the FIs were not really aware of DCFTA and its implication on firms; however, some of 

the banks conduct information and awareness creation events on DCFTA using external 

expertise;  

 All banks interviewed in all countries would like to see some training on DCFTA for FIs. 

 In Ukraine, one bank mentioned that there would be a need for subsidies for firms to comply with 

DCFTA 

THE GENERAL BUSINESS ENVIRONMENT 

Major constraints to business development 

 In all countries the general geo-political situation – and the Ukrainian-Russian conflict – is 

considered as a major challenge for business environment 

 In all countries the political instability and the Russian embargo are seen as problems 

 In all countries the implementation of political decisions and the institutional framework for 

policy implementation is considered problematic 

 In all countries room for improvement was mentioned for law enforcement  

 In all countries the regulatory framework for SMEs was considered sub-optimal; in Georgia, it 

was more the lack of SME policy as such; in Moldova it was shortcomings within the regulatory 

framework and in Ukraine it was mainly over-regulation and excessive controls by inspectors 

causing problems for firms,  

 In all countries access to finance was considered a shortcoming, but often it was said that it is the 

access to rather than the availability of actual funds 

 In Georgia and Moldova the size of the market is seen as a problem 

 In Georgia and Moldova the grey economy was mentioned as problem 

 In Georgia and Moldova the lack of business and financial skills among SMEs were often 

mentioned as challenging constraints 

 In Moldova and Ukraine corruption is considered a big problem 

 In Moldova and Ukraine the legal and court system is seen as a constraint for businesses 

 In Ukraine and Georgia, there is no lobbying on Government level for SMEs 

 In Ukraine the overall macroeconomic situation with high devaluation, a paralyzed banking 

system, 20% inflation and a lack in costumer trust as well as the war in the east, mean that firms 

are unable to do long-term planning; all this is seen to have a negative impact on the business 

sector  

General Business Prospects 

 In Moldova and Georgia, it is felt that the general business environment is improving 

 In Georgia, the general business environment was considered positive, good and corruption free 

facilitating doing business 

 In Moldova and in Ukraine, the potential for agriculture was considered positive 

 In Moldova and Ukraine the potential in HR and skills are seen as conducive for doing business 

 In Ukraine the entrepreneurial spirit was praised allowing many firms to still function and adapt 

to the difficult macroeconomic situation in the country 

 In Ukraine, the enthusiasm of people for the EU and the hope for the new government were 

considered positive 

 In Ukraine the agriculture sector is not yet affected by the crisis in the country 

Effect of BEE constraints on AA/DCFTA compliance 

 In all countries it was mentioned that most of the SMEs are not yet aware of the implications of 

DCFTA on their firms 
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 In all countries, it is expected that firms will have high costs expected to comply with DCFTA as a 

lot of investments will be required to adapt to the EU standards 

 In Moldova and Ukraine, there is some kind of fatalism as it is considered as “just another 

hardship to come” (or “just another animal in the zoo….”) 

 In Moldova and Ukraine, the pace of DCFTA implementation is considered as too slow 

 In Moldova, an insufficient level of state support was mentioned 

Effect of BEE constraints on opportunities under the AA/DCFTA 

 In all countries, it is expected that DCFTA will have a positive impact on the business 

environment  

 In all countries, it is expected that DCFTA will be conducive for the modernization of the country 

 In all countries, it is expected that DCFTA will open new market opportunities 

 In Moldova and Georgia, it is expected that DCFTA will open firms’ access to new technologies 

and innovations 

 In Ukraine and Moldova, DCFTA is expected to improve the countries’ competitiveness 

3.4 GAP Analysis 

SCOPE AND COVERAGE 

A total of 75 organisations comprising 23 in Georgia, 23 in Moldova and 29 in Ukraine were covered. 

Interviews were undertaken with 17 government ministries, 24 departments or agencies responsible for 

implementation or regulation and 34 donor projects (mainly EU funded) assisting with implementation of 

the acquis. 

Table 35: Survey of Institutions responsible for Legislative Approximation 

 Georgia Moldova Ukraine 
Ministries 1. Ministry of Energy of 

Georgia 
2. Ministry of Economy and 

Sustainable Development of 
Georgia 

3. Ministry of Finance of 
Georgia (MoF) 

4. Ministry of Environmental 
protection and Natural 
Resources of Georgia 

5. Ministry of Agriculture of 
Georgia 

6. State Minister’s Office on 
European and Euro-Atlantic 
Integration 

1. Ministry of Economy 
2. Ministry of Foreign Affairs 

and European Integration  
3. Ministry of Transport 
4. Ministry of Agriculture and 

Food Industry  
5. Ministry of Environment 
6. Ministry of Education  

1. Ministry of Economic 
Development and Trade 

2. Ministry of Agriculture and 
Food Industry  

3. Ministry of regional 
development, building, 
housing and communal 
services 

4. Ministry of Foreign Affairs 
5. Cabinet of Ministers 
6. Presidential 

Administration 

Government 
Agencies 

1. National Bank of Georgia 
2. Revenue Service of MoF  
3. Georgian National Agency 

for Standards and Metrology 
4. Georgian Accreditation 

Center 
5. Technical and Construction 

Supervision Agency 
6. National Food Agency 
7. State Procurement Agency 
8. National Intellectual 

Property Center ‘Sakpatenti’ 
 

1. ODIMM – Agency of SMEs 
Development 

2. MIEPO – Moldova 
Investment and Export 
Promotion Organization 

3. ANSA – Agency for National 
Food Safety 

4. National Centre Anti-
Corruption 

5. State Chancellery  
6.  AGEPI – National Agency 

for Intellectual Property 
Rights 

7. Customs Service of the 
Republic of Moldova 

1. State inspection on road 
safety  

2. Veterinary and 
phytosanitary service 

3. Accreditation Service 
4. Financial Monitoring 

Service 
5. Customs Service 
6. Intellectual Property 

Services 
7. State service of regulatory 

policy and 
entrepreneurship 

8. Ukrainian Fund for 
entrepreneurship support  

9. Derzhzovnishinform - 
www.ukrexport.gov.ua 

Legal 
Approximation 
Projects 

1. EU TA: Support to the PAO  
2. EU TA: Strengthening the 

Accreditation Infrastructure  

1. World Bank Country Office 
2. USAID Office 
3. UNDP TA: EU HLPAM 

1. EBRD: D Small Business 
Support programmes in the 
Eastern Partnership 
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 Georgia Moldova Ukraine 
3. Strengthening of the 

metrology and 
standardization 
infrastructure according to 
the best practice in the EU 
member states 

4. Support to the Georgian 
National Agency for 
Standards and Metrology 

5. Support to the National Food 
Agency Phase I. 

6. USAID Governing for Growth 
(G4G) Project 

7. USAID funded Georgia’s 
Restoring Efficiency to 
Agriculture Production 
(REAP) Project 

8. IFC SME Policy Project 
9. IFC TA:  Agribusiness 

Standards Advisory Program 
10. GIZ TA: Private 

Sector Development Project 
in South Caucasus 

 

Project  
4. EU TA: DCFTA Support 

Project 
5. EU TA: SME in Rural Areas 

Project 
6. EU TA: EUBAM Projects 
7. USAID TA: CEED - 

Competitiveness 
Enhancement and 
Enterprise Development 
Project 

8. USAID TA: Agriculture 
Competitiveness and 
Enterprise Development 
Project (ACED) 

9. USAID TA: BRITE – Business 
Regulatory Trade and 
Investment Environment 

10. IFC/SIDA TA: DCFTA 
– Public Awareness and 
Capacity Building 

 

countries/ BAS / TAM BAS 
programme 

2. EU TA: Complementary 
measures to promoting 
mutual trade by removing 
technical barriers to trade  

3. EU TA: Building capacity of 
the National Accreditation 
Agency 

4. Twinning: Supporting 
Ukraine in approximating 
its phytosanitary 
legislation  

5. EU TA: Support to the 
system of safety control of 
food products  

6. EU TA: Harmonization of 
Public Procurement 
systems  

7. Twinning: Improvement of 
protection and 
enforcement of intellectual 
property rights  

8. EU SBS: Ministry of Ecology 
and Natural Resources 

9. EU TA: Additional support 
to SBS to the Ministry of 
Ecology and Natural 
Resources  

10. IFC TA: Agribusiness 
Standards Advisory 
Program  

11. IFC TA: Investment Climate 
for Agribusiness  

12. USAID TA: Agroinvest 
13. Swiss TA: Import 

Promotion Programme  
14. IFC TA: Developing Agri-

Insurance Industry  

The following analysis relates specifically to articles of the AA that will have a direct affect on the 

operations or opportunities for business as identified in the audit. It also reflects the understanding of 

those interviewed rather than any new analysis undertaken by the team. The following analysis presents 

the findings of both interviews and review of implementation plans and strategies along the relevant 

areas of the AA. 

MONEY LAUNDERING AND TERRORISM FINANCING AND FIGHT AGAINST CRIME AND CORRUPTION 

Table 36: Legislative and institutional Gap on Financial Provisions of AA 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
To be prepared, 
MoUs and 
Cooperation 
Agreements with 
FATF, 
MONEYVAL, 
Eurojust and 
authorities of EU 
Member States.  
 
Developing 
national 
legislation on 
prevention and 
counteraction 

Establish 
national 
mechanisms for 
cooperation and 
participation in 
international 
fora.  

 

 

To be prepared, 
MoUs and 
Cooperation 
Agreements with 
FATF, 
MONEYVAL and 
authorities of EU 
Member States.  
 
Agreement with 
Eurojust to be 
Ratified. 
 
CNPF to develop 
correlation 

Establish 
national 
mechanisms for 
cooperation and 
participation in 
international 
fora.  

 

Strengthening 
national 
authorities on 
enforcement. 

To be prepared, 
MoUs and 
Cooperation 
Agreements with 
FATF, 
MONEYVAL, 
Eurojust and 
authorities of EU 
Member States.  
 
Second and final 
reading of 
legislation 
expected 
imminently. 

Establish 
national 
mechanisms for 
cooperation and 
participation in 
international 
fora.  

 

Strengthening 
national 
authorities on 
enforcement. 
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Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
against money 
laundering 
and financing 
terrorism. 

tables for 
transposing EU. 

MARKET ACCESS (REDUCTION IN TARIFFS, EXPORT DUTIES, TRQS AND REFERENCE PRICES) 

Table 37: Legislative and institutional Gap on Market Access 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Changes in the 
legislation 
already is on 
place 

Training of the 
relevant customs 
staff related to 
the changing 
procedures is 
required 
 

Amendments to 
the  Law on 
Tariffs have 
been prepared, 
including 
cancelling ad 
valorem fees for 
customs 
procedures -  
presented to the 
Government for 
consideration. 

Procedural and 
administrative 
changes to 
enable 
functioning of 
the TRQ 
mechanism 
needs to be 
established. 

Changes in 
legislation 
already in place. 

New procedures 
and systems 
needed for 
customs officers 
in issuing 
certificates of 
origin and for 
MEDT on 
administration 
of TRQs. 
 

APPROXIMATION OF TECHNICAL REGULATIONS, STANDARDS, AND CONFORMITY ASSESSMENT AND EU 

STANDARDS AND LABELLING 

Table 38: Legislative and Institutional Gap on Technical Regulations 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Approximation 
of Georgian 
legislation to EU 
directives 
according to 
AA/DCFTA time-
table  
 
Adoption of 
corresponding 
European 
Standards.  

Need to establish 
well-functioning 
market 
surveillance 
system. 
 
. 
 

Transposing EU 
Technical 
Regulations 

in accordance 
with Annex XVI. 

 

Most standards 
need to be either 
changed or 
updated to align 
with the EU;  

Withdrawal 
1090 conflicting 
national 
standards 

 

Develop 
infrastructure 
related to the 
administration 
of technical 
regulations, 
standardisation, 
metrology, 
accreditation, 
conformity 
assessment 
procedures and 
the market 
surveillance 
system, 
including 
creation of a 
national 
information 
system. 

Approximation 
of the horizontal 
legislation 
almost 
completed. 
 
22 of 27 
Technical 
regulations of 
the EU (16 of 
them enforced, 6 
will be adopted 
during 2014-
2020). 
 
27,000 National 
Standards will 
have to be 
amended or 
repealed. 

Establishing new 
independent 
non-
governmental 
body responsible 
for 
standardisation 
and transfer of 
the functions of 
the Secretariat of 
30 technical 
committees on 
standardization. 

 

Accreditation 
body will have to 
sign mutual 
recognition 
agreements with 
ILAC and IAF. 

SANITARY AND PHYTO-SANITARY, ANIMAL WELFARE AND OTHER LEGISLATIVE MEASURES 

Table 39: Legislative and institutional Gap on sanitary and phyto-sanitary measures 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Drafting/reviewi
ng and adopting 
secondary 
legislation, in 5 
priority areas 
fields. 
Listing the EU 
sanitary and 

Need to develop 
capacity of 
National Food 
Agency based on 
approximation 
Programme. 
 
. 

More than 100 
EU SPS 
Directives will 
be transposed 
into national 
legislation (70% 
of them will be 
new laws– 30% 

National Food 
Safety Agency is 
operational but 
laboratory 
infrastructure 
requires 
upgrading. 
 

Will adopt full 
SPS acquis. It is 
estimated that 
1,000 laws need 
to change and 
adapt to comply 
and that  50% of 
laws and sub-

In 2014, the 
State Service for 
Food Safety and 
Consumer 
Protection was 
established but 
is not 
operational. 
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Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
phytosanitary, 
animal welfare 
and other 
legislative 
measures that 
will be 
approximated. 
 
 
Rapid Alert 
System for food, 
feed is 
operational 
under National 
Food Agency 

 
Need to build 
Infrastructure 
and provide 
proper 
equipment for 
BIPs. 

amendments) . 
 
Removal of mass 
of redundant 
legislation.  
 
 

FVO approved  
residue 
monitoring plans 
for eggs, 
poultry and 
aquaculture.  
 
 

laws are already 
compliant with 
the EU Laws and 
Directives; 
removal of 
duplicate laws 
which is rarely 
undertaken due 
to the enormous 
amount of acts 
that are simply 
forgotten to be 
cancelled. 

Food and 
Veterinary Office 
(FVO) approved 
system of : milk, 
eggs, honey, 
poultry and 
aqua-culture; 
  

CUSTOMS LAW (CUSTOMS CODE) 

Table 40: Legislative and Institutional Gap on Customs Law (Customs Code)   

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
EU compliant 
primary customs 
provisions were 
drafted and 
adoption is 
expected in 
2016. 
 
Legislation to be 
prepared and 
adopted for IPR 
enforcement by 
Customs, 
Common transit 
procedure and 
Authorized 
Economic 
Operator system. 
 

Strengthen risk 
based customs 
control systems. 
 
Strengthen and 
further 
improvement of 
procedures for 
enforcement of 
IPR are needed. 
 
 

Ministry of 
Finance is 
preparing  the 
New  Customs 
Code and 
Customs Service 
is drafting 
administrative 
acts for 
implementing 
SAD and 
simplified 
declaration 
procedures. 

Capacity of 
customs built 
with modern 
customs 
techniques, 
including risk 
assessment, 
Human resource 
management, 
post clearance 
controls and 
company audit 
methods; data 
and 
documentation. 
Establish  
independent 
body for appeals 
against customs. 

Introduction of 
legal provision 
for authorised 
traders,  
simplification 
and 
standardisation 
of data and 
documentation 
and  
guaranteeing the 
right of appeal 
against customs. 
 

Reform of 
customs 
administration 
procedures 
including risk 
assessment, post 
clearance 
controls and 
company audit 
methods.    

APPROXIMATION OF LEGISLATION TO THE RELEVANT EU ACQUIS ON PUBLIC PROCUREMENT 

Table 41: Legislative and Institutional Gap on Public Procurement 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Legislative 
approximation 
on public 
procurement 
legislation for 
utilities sector 
within the 
timeframes 
defined by the 
Annex XVI-B of 
AA/DCFTA  
 

State 
Strengthening 
capacity of 
procuring 
entities (Tender 
Committees and 
procurement 
officers)  

Legislative 
approximation 
all public 
procurement 
including  
amendments to 
Law on Public 
Procurement, 
adopt 
new Law on 
Utilities and 
prepare 
a comprehensive 
PP Roadmap for 
implementation. 
  
Identify and 
amend 
discrepancies in 

Creation of a 
National Agency 
for Review of 
Complaints not 
yet approved  
 
Adjusting the 
guidelines and 
other reference 
documents for 
training  and 
improving the 
contracting 
authorities.   
 
Identify 
contracting 
authorities to 
apply the Law on 

Changes are 
required to the 
Public 
Procurement 
Law (2014) 
regarding 
bidders 
information, 
contracting 
entities covered; 
Thresholds , 
Mixed Contracts; 
Valuation; E-
procurement, 
competitive 
procedures and  
Life-cycle 
Approach. 
 

Capacity-
building and 
guidance for 
procuring 
entities, new 
administrative 
procedures 
and/or 
secondary 
legislation.  
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Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 

the secondary 
legislation. 

utilities. 
 
 

Creation of 
Utilities law on 
public 
procurement. 

APPROXIMATION OF LEGISLATION RELEVANT PHASING OUT OF USE OF CERTAIN GIS IN UKRAINE AND THIRD 

MARKETS 

Table 42: Legislative and Institutional Gap on Phasing out of use of certain GIs in Ukraine and 

third markets 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
All necessary 
changes to the 
Law on 
appellations of 
origin and 
Geographical 
Indications of 
Goods, adopted 
in 1999. 

Strengthening of 
GI control 
system is 
required. 

Amendments to 
the Law on 
Protection of 
Geographical 
Indications is 
needed together 
with 
amendments to 
the regulation on 
procedure to 
apply, examine 
and register 
geographical 
indications. 

To ensure the 
implementation 
of the 
enforcement 
mechanism 
provided by the 
legislation, there 
is a need to 
improve the 
institutional 
capacities of the 
enforcement 
bodies with 
competences on 
GIs. 

Changes in the 
Legislation and 
regulation of GI’s 
that are 
protected under 
EU regulation 
and are part of 
the AA will have 
to be drafted and 
adopted. 

Authorities will 
have to develop 
procedures and 
systems 
including: 
electronic 
database of EU 
GI’s, train 
Customs in the 
protection of the 
GI’s at the 
border and; 
enforce GI 
protection 
nationally. 
 

APPROXIMATION OF LEGISLATION RELEVANT RELATING TO ENERGY COOPERATION  

Table 43: Legislative and Institutional Gap on Relating to Energy Cooperation 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Partially adopted 
legislation but 
still need to 
amend  the law 
on ‘Safety and 
Free Movement 
of Goods. 
 

The 
requirements of 
already adopted 
legislation are 
not 
implemented. 
 
There are no 
available service 
providers able to 
conduct energy 
audits. 
 

Laws and 
regulations 
relating to 
energy efficiency 
of products is to 
be developed 
including energy 
labelling and 
energy 
performance of 
products and 
buildings.  
 

 This will be 
enforced 
through market 
surveillance 
bodies (see 
technical 
regulations 
above). 

Already in 
process of  
adopting the 
following 
legislation: On 
efficient use of 
fuel and energy 
resources, 
approval of 
Technical 
regulations on 
energy labelling, 
standards for 
energy-using 
products and 
equipment and 
technical 
Regulations for 
energy labelling 
of household 
goods. 

This will be 
enforced 
through market 
surveillance 
bodies (see 
technical 
regulations 
above). 
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APPROXIMATION OF LEGISLATION RELEVANT RELATING TO GMO MONITORING 

Table 44: Legislative and Institutional Gap on GMO monitoring 

Georgia Moldova Ukraine 
 Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Need to 
approximate 
legislation on 
GMO issues 
(plan to be 
submitted six 
months after EIF 
along with SPS) 

There is no 
sufficient 
capacity or 
authorities for 
control of GMOs. 

Need to 
approximate 
legislation that 
deals in 
particular with 
the GMO issues : 
submitted for 
approval draft 
law on the 
deliberate 
release into the 
environment 
and placing on 
the market of 
GMOs; 
 
 

In 2014, a signed 
Memorandum of 
Understanding 
between 
agencies and 
Israeli Joint 
Project 
Agricultural 
Cooperation on 
the creation of a 
molecular 
biology 
laboratory to 
detect 
genetically 
modified 
organisms 
(GMOs).  

Need to amend 
50 legislative 
acts related to: 
deliberate 
release into the 
environment of 
GMO’s; 
transboundary 
movements of 
genetically 
modified 
organisms and 
contained use of 
genetically 
modified micro-
organisms. 

There is 
insufficient  
Government 
structure for 
control of GMO 
and where it is 
exists, there is 
dual shared 
responsibility. 
Considering the 
establishment of 
a single 
authority. 

APPROXIMATION OF LEGISLATION RELEVANT RELATING TO ROAD TRANSPORT 

Table 45: Legislative and Institutional Gap on Road Transport 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Need to amend 
the  
Law on ‘Safety 
Movement on 
Road Transport’  
 

Currently 22 
accredited CAT 
testing centres 
operating  
capacities of car 
testing centres 
need to be 
strengthened 
with modern 
system of 
management 
and monitoring. 
 
Also, a need to 
strengthen the 
existing 
controlling and 
audit structures. 
 

All Legislation is 
yet to be 
developed and 
adopted 
although there is 
a  
transport 
Strategy 2013 – 
2022. 
 
 

Implementation 
of intelligent 
system of 
management 
and control of 
road traffic (in 
development) 
 
 
 
 

Will have adopt 
and amend more 
then 300 
legislative acts 
that regulate 
road safety 
conditions.  The 
main legislation 
is compatible 
with the EU 
however the sub 
legislation would 
have to be 
amended and 
more important 
properly and 
transparently 
enforced. 
  

State inspection 
for safety of road 
transport has 
already 
published the 
Action Plan for 
Implementation 
of the AA but yet 
to begin work. 
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APPROXIMATION OF LEGISLATION RELEVANT RELATING TO COMPANY LAW, CORPORATE GOVERNANCE, 

ACCOUNTING AND AUDITING 

Table 46: Legislative and Institutional Gap on Company law and auditing 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
The Law on 
Entrepreneurshi
p and  the Tax 
Code will need 
amending. 
 

Develop 
administrative 
capacity of 
relevant state 
institutions. 
 

Amendments are 
needed to 
existing laws on 
audit, 
accounting; joint 
stock companies, 
and the state 
register of legal 
entities and 
individual 
entrepreneurs. 
 
A new Code on 
corporate 
governance is 
being developed 
with IFC 
support.  

A specific unit or 
agency for 
financial 
investigations 
will need to be 
established. 

Will have to 
adopt and 
implement EU 
Directives 
related to: 
Protection of 
shareholders, 
creditors and 
other 
stakeholders, 
international 
accounting 
standards and  
corporate 
governance. 

Planning to 
create a 
Financial 
Investigation 
Bureau 
 

APPROXIMATION OF LEGISLATION RELEVANT RELATING TO ENVIRONMENT 

Table 47: Legislative and Institutional Gap on Environment 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Continued 
harmonization of 
legislation. 
 

Establishment of 
a new forest 
monitoring 
system. 
 
 

Plans to 
transpose 41 EU 
acts relating to 
Environmental 
governance;  Air 
quality; Water 
quality and 
resources;  
Waste and 
resource 
management; 
Nature 
protection; 
Industrial 
pollution and 
hazards; 
Chemical 
products and 
substances and 
Climate action 
policy. 

Strengthen 
systems and 
equipment for 
full 
implementation 
and monitoring. 
 
To develop 
water quality 
and water 
resource 
pollution 
monitoring 
authorities. 
 

Partially adopted 
legislation on 
Environmental 
governance and 
integration of 
environment. 
 
Air Quality 
(partial 
compliance).  
The rest remain 
to be adopted 
 
 

Administrative 
system for air 
and water 
quality 
monitoring in 
place but other 
systems and 
authorities need 
to be developed. 
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APPROXIMATION OF LEGISLATION RELEVANT RELATING TO HEALTH AND SAFETY 

Table 48: Legislative and Institutional Gap on Health and Safety 

Georgia Moldova Ukraine 
Legislative Gap Institutional Gap Legislative Gap Institutional Gap Legislative Gap Institutional Gap 
Legislation  
on safety and 
health of 
workers at work, 
minimum safety 
and health 
requirements for 
the workplace 
should be 
elaborated. 
 
Secondary 
legislation will 
then need to be 
prepared to 
enact the 
legislation. 

Need to  
strengthen 
capacities of 
state bodies 
monitoring 
health and safety 
requirements. 
 
 
 

The Labour Code 
of Moldova will 
have to be 
amended to 
transpose five 
key EU 
Directives 
related to labour 
rights 
 
Secondary 
legislation to 
transpose the 
other 26 
directives in 
health and safety 
at work will also 
have to be 
developed and 
adopted 

The Ministry of 
Health has 
created a new 
unit for 
occupational 
health and 
safety. However, 
it consists of 
only 3 persons 
and significant 
capacity building 
is needed. 

A National Plan 
for improving 
safety, hygiene 
and working 
conditions has 
been developed. 
 
Most of national 
legislation 
related to health 
and safety of 
workers has 
been developed 
but is yet to be 
adopted. 

The State Service 
for Mining 
Supervision and 
Industrial Safety 
will enforce this 
legislation but 
requires 
capacity 
building. 
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4. Main Findings 

Research Framework 

Based on the specific objectives and outputs of the assignment detailed in the Terms of Reference, the 

following Analytical Framework has been used as a focus for the analysis of the needs of SMEs in each 

country within the context of AA/DCFTA implementation: 

4.1 What are the needs of SMEs to comply with changing business rules and regulations 

within their own countries during AA/DCFTA implementation? 

4.1.1 WHAT IS THE GAP BETWEEN EXISTING NATIONAL LEGISLATION AND EU ACQUIS TO BE ADOPTED? 

Although varying progress has already been made on adoption of the EU acquis, the Gap Analysis shows 

that each country has significant amounts of legislation to be adopted – in all cases more than 500 laws 

plus secondary legislation - for example, Moldova will adopt more than 100 laws for SPS alone.  Moreover, 

even where the countries have already adopted legislation, there has been a distinct lack of enforcement 

as is the case in Georgia where EU compliant GI protection legislation has been in place since 1999 but 

with limited enforcement.  

One issue that has arisen relates to the dynamic nature of the AA whereby changes in the EU acquis will 

necessitate changes in national legislation as has been the case with the Directive on Simple pressure 

vessels of 2009 for which corresponding Ukrainian legislation was adopted under the PCA, but based on 

latest amendments of the Directive (February 2014) the Ukrainian legislation will need to be amended 

within the context of the AA. 

 

Another issue arising from the Gap Analysis has been that legislation affected by the EU acquis to be 

adopted is spread across a wide range of national legislation. For example, in Ukraine, adoption of 8 EU 

directives foreseen under the AA will require amendment of 300 legislative acts which currently regulate 

road safety. 

Finally, there has been an issue of redundant legislation. Even where EU legislation has been incorporated 

into national legislation, often the original legislation has not been removed leading to conflicting 

requirements for SMEs, dual responsibilities for enforcement and regulation and lack of coordination of 

implementation.  

The broad conclusion across the three countries is that as a result of the AA, there will be a step change in 

the legislative environment and the regulation and enforcement of these changes in all areas identified as 

affecting SMEs. In every table and every country, substantial changes in both legislation and regulatory 

bodies was identified, meaning SMEs will face changes in all 13 areas of the AA seen as directly affecting 

SMEs business operations.  

4.1.2 CAPACITY OF SMES TO BRIDGE THIS GAP? 

Is there an understanding amongst SMEs of the requirements, including timeframes for compliance? Do they 

understand the level of gap? 

The survey of SMEs showed that there is very little knowledge and understanding of the changes to 

business legislation. Although there is a relatively high level of awareness of the AA/DCFTA itself in 

Georgia and Ukraine (more 70% of SMEs aware), there appears to be little understanding of the scale and 

scope of these impacts on business with less than 18% of SMEs in Georgia and Moldova stating that the 

AA/DCFTA will affect their business in any way. By contrast, in Ukraine 79% of SMEs thought that there 

would be a moderate or significant impact on business, but of these, 61% thought that it would only affect 

exporters. This is supported by interviews with BSOs and BSPs which stated a low awareness of 

AA/DCFTA amongst firms but highlighted a difference by sector: IT and manufacturing firms more aware 

than agricultural firms and; in Moldova and Georgia, wine sector fully aware. The SME survey also 
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highlighted the low level of awareness is fairly evenly spread across regions in each country except in 

Moldova where level of awareness is significantly higher in Chisinau than any other region. 

Moreover in Georgia and Moldova, less than 50% of those business that stated they thought there would 

be an impact on business, stated they knew the scope of changes across 9 areas of national legislation. In 

Ukraine, 63% of SMEs stated they knew that technical regulations would change. 

Therefore, it has been found that there is limited knowledge of the implications of the AA/DCFTA and 

currently, SMEs are ill prepared to plan and change their business accordingly.  

Do SMEs have the technical capacity to understand compliance requirements?  

Knowing how to adapt to new legislation is critical. Even if a firm knows they must adapt, if they do not 

have the ability to interpret new legislation, they will not be able to comply. However, the SMEs survey 

showed a low level of understanding amongst SMEs of how to incorporate new legislation into their 

businesses. This was lowest in Moldova, where less than 10% of SMEs stated that they would have the 

technical capacity to understand the changes across the 9 areas of national legislative changes. 

 Across the different areas, 29-44% of Georgian SMEs stated they understood compliance; in Ukraine this 

was 15-32% across the different areas, but with 44% for technical regulations. However, this is SMEs 

claiming they understood how to adapt production. Actual understanding is probably much lower with 

anecdotal evidence during interviews highlighting limited knowledge, even when SMEs stated they 

understood the changes. For example as noted above, in Ukraine a manufacturer of PVC doors stated they 

understood all the changes but also stated that GIs and GMO legislation would require changes in the 

business, which is clearly untrue. 

Therefore, SMEs have  little or no technical capacity or understanding to enact the necessary changes to 

their businesses that will result from implementation of the AA/DCFTA. 

Do SMEs have Resources to Comply with AA/DCFTA Requirements 

There is a wide variety of results across the countries with respect to resources to comply with 

AA/DCFTA requirements. In general, higher numbers of SMEs in Ukraine believe that they have internal 

capacity and resources, own financial resources and access to external resources: 

Table 49: Resources to Implement Changes Resulting from AA/DCFTA Implementation 

 Ukraine Georgia Moldova 
SMEs who believe they 
have internal capacity to 
implement changes 

45-67% 26-50% 18-29% 

SMEs who believe they 
have adequate internal 
financial resources to 
implement changes 

20-37% 15-31% 11-18% 

SMEs who believe they can 
access external finance to 
implement changes 

31-45% 6-8% 14-17% 

Surprisingly, a relatively high proportion of firms in Ukraine and Georgia believe they have the internal 

capacity to manage and implement the necessary changes, although this still averages less than 50%. 

Similarly, around one third of SMEs in Ukraine think they either have sufficient internal finances, or can 

access external finance, to comply. Again, caution is needed in interpreting these results as the question 

assumes SMEs understand the scope of changes needed, which has been shown not to be the case. 

Therefore, it is likely that firms have under-estimated the complexity of the changes necessary and these 

figures are therefore overstated. 

In conclusion, it is almost certain that SMEs do not have adequate resources to enact the necessary 

changes (both technical and financial) resulting from implementation of the AA/DCFTA. 

Given the timeframes for implementation of commitments, can SMEs adjust in time? 

Even if an SME understands fully what is needed to comply, if the timetable for adjustment is not 

sufficient, then they will not be able to comply. The AA/DCFTA will be gradually implemented over a 10 

year period. However, there is a great variance in deadlines for national adoption and enforcement of the 
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EU acquis following entry into force. In addition, in the case of Ukraine, entry into force of the DCFTA 

component (Title IV of the AA) has been postponed to December 2015. 

Based on our audit of the agreement, the bulk of the legislation to be aligned will be adopted and 

implemented with the first 5 years following entry into force: 

 Technical regulations: horizontal legislation creating the quality infrastructure within 1-2 years 

and product safety regulations mostly within 5 years after EIF; 

 SPS: timetables to be determined but in the case of Ukraine and Moldova, indications by 

government are that these will be short although with differences in scope; for example, Ukraine 

will adopt all 617 EU SPS measures whereas Moldova only 100. 

 Energy Efficiency: technical product regulations adopted mostly within 5 years after EIF; 

 Transport: road safety requirements adopted mostly within 4 years after EIF; 

 Customs Procedures: mostly adopted within 3 years after EIF; 

 Company Law: mostly adopted within 2-5 years after EIF. 

Given the limited awareness and understanding of the changes, limited available resources to adjust and 

that the most complex and difficult changes are technical regulations and SPS measures, it is likely that if 

governments keep to the committed and binding timetables with the AA/DCFTA, then compliance will be 

a challenge for SMEs across the above areas, many SMEs having to adapt to changes across many, if not all 

these areas simultaneously. 

4.1.3 WHAT ARE THE STEPS FOR SMES TO COMPLY WITH THE REQUIREMENTS OF AA/DCFTA? 

What is the process for a firm to comply with the AA/DCFTA requirements 

Based on case studies and experiences of other countries prior to and during accession to the EU, there 

are 5 generic steps which SMEs will need to undertake in order to comply with the changes to business 

regulations resulting from implementation of the AA/DCFTA: 

Step 1: Information and Knowledge of changes required 

(i) Understanding of the compliance requirements: This means knowing which legal texts apply to 

each product and will have an effect on production and business. For example, a cheese producer 

will have to comply with EU measures relating to control of contaminants, pesticide residuals, 

residual of veterinary medicines, health and hygiene standards, traceability and labelling. 

(ii) Understanding of the changes required: Once this is understood, translating to local language as 

necessary, review and understanding of the scope and content of laws. For example, a cheese 

producer will have to comply with 2 directives on pesticide residuals in food products, 2 

regulations on contaminants in food, 2 directives and 5 regulations on control of residue of 

veterinary medicine and 2 directives and 7 regulations on health and hygiene conditions, 2 

regulations on traceability and 2 directives and 4 regulations on labelling. Not all provisions are 

applicable to cheese production so this has to be assessed and understood – for example, within 1 

regulation on contaminants, nitrates only apply to green vegetables and not cheese whereas 

there are maximum levels set for mycotoxins, heavy metals, dioxins and PAHs in cheeses. This is 

just 1 of the 26 legislative norms that will be adopted nationally and a cheese producer will have 

to assess how to comply with their relevant parts. 

Step 2: Strategy for implementation and compliance 

Knowing the rules and regulations does not necessary mean that an SME can enact the necessary changes 

to its business, including investments required. Either internally from within the enterprise, or external 

assistance is needed to develop a strategy and implementation plan for compliance with the legislation 

applicable specifically for their product. At this stage, the process and investment changes would be 

defined. For example, in most agro food industries, risk management systems must be in place such as 

HACCP which would require upgrading buildings to ensure minimum heights of ceilings, use of non-

porous materials on floors and walls, controlled entry/exit points with disinfection processes etc. 
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Step 3: Internal management and process changes 

Implementation of requirements in technical regulations and SPS could require SMEs to redesign 

products, adapt production processes, implement control and monitoring procedures which may also 

require testing and record keeping – certainly developing procedure manuals. It may also require use of 

external services such as measurement and testing facilities required by law. For example, external legal 

and industrial metrology will be required in food production plants to ensure accuracy of scales and 

measurement equipment used in production and labelling. 

Step 4: Investment in plant and equipment 

Compliance may require upgrading plant and new technologies as necessary to comply with rules and 

regulations. For example, to prevent contamination of food production from heavy metals, a requirement 

for coated stainless steel receptacles and heat treatment vessels may require investment for SMEs using 

out-dated/old equipment. 

Step 5: External certification 

Conformity assessment and/or inspections may be required to verify compliance to regulations and 

standards. This will usually cost and assumes provision of those services by accredited national 

government and private sector bodies.  

What are the technical (manufacturing processes), business administration and investment/technological 

changes required by sector to comply? 

Based on our audit of the AA/DCFTA and its provisions that will have a direct effect on the business 

administration of SMEs, the following areas will require changes for SMEs, but little or no investment: 

 Money Laundering, Terrorism Financing and Fight Against Crime and Corruption: will lead to 

increased record keeping of financial transactions. The effect on SMEs will be allocation of 

internal human resources to improve accounting and reporting of finances within the business, 

training, use of external BDS (accountants/book keepers) and some very minimal investment 

perhaps in accounting software, largely OTS packages.   

 Market Access (reduction in tariffs, export duties, TRQS and reference prices): will mean that 

importers of certain agricultural products will have to obtain licenses and exporters will see 

administrative changes on issuance and confirmation of compliance with rules of origin (EUR 1 

certification by Customs). Whilst this will affect logistics management, it will not require any 

investment. 

 Gradual Approximation to the Union’s Customs Law (Customs Code) and some International Law, 

as well as the EU Law on Customs Enforcement of IPR: all importers and exporters will have to 

work with new customs procedures and rules. Again, whilst this will affect logistics management, 

it will not require any investment. 

 Approximate National Legislation to the Relevant EU acquis on Public Procurement: developing 

open and transparent systems for government tendering will provide opportunities for SMEs to 

supply and work on government contracts. In order to do so, SMEs will need to understand the 

rules, monitor publications and exercise rights (transparency and disputes). This will not require 

investment. 

 Phasing out the use of Certain GIs in Ukraine and Third Markets: Provisions in the AA/DCFTA 

relate principally to enforcement nationally. Ukraine, exercised grandfather rights to continue 

the use of protected GIs under WTO but the AA/DCFTA will gradually phase out the use of EU 

protected GIs in 7 years (for cheeses) and 10 years (for alcoholic drinks). This will mean 

Ukrainian producers will not be able to use protected names in both domestic and third country 

markets. This will require renaming which may need legal IP advice on permissible replacements 

and rebranding of products. No investments will be necessary. In Georgia and Moldova, the use of 

EU protected GIs were prohibited under bilateral negotiations during WTO accession. 

 GMO Provisions: ensuring the control and use of GMOs (deliberate release/spread of GMO into 

the environment, trans-boundary movement and contained use) will require agricultural 
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producers and agro processors to put in place monitoring, tracking, record keeping and ensure 

labelling of food when GMO products are used. This would require limited investments. 

 Company Law, Corporate Governance, Accounting and Auditing: largely this relates to the 

adoption of international standards on accounting practices, record keeping and financial 

reporting. For SMEs, improved accounting and reporting of finances within the business, training, 

use of external BDS (accountants/book keepers) and some very minimal investment perhaps in 

accounting software, largely OTS packages. 

 Employment, Social Policy and Equal Opportunities: largely this relates to health and safety of 

workers and requires procedures put in place, signage and a small amount of investment in 

safety equipment but this would be small purchases of personal protective equipment such as 

safety shoes and fluorescent jackets. 

Based on an analysis of the text of the agreement and review of selective directives and regulations to be 

adopted, the areas that will require significant production process and investments for SMEs are: 

 Approximation of Technical Regulations, Standards, and Conformity Assessment and EU 

Standards and Labelling:  compliance with one or more technical regulations will require 

understanding of the requirements (key characteristics), review of available standards that 

confer presumption of conformity, product redesign and adaption of production processes, 

industrial metrology, testing and analysis, certification of conformity assessment. To comply with 

these technical regulations and associated standards, SMEs may need (depending on the 

product) to invest in new technologies and equipment. In addition, some SMEs will have to either 

purchase testing equipment or outsource testing to laboratories, as well as certification to 

designated conformity assessment bodies. This will apply to domestic production as well as 

imported products for distribution and sale domestically). 

 Gradual Approximation of Sanitary and Phytosanitary, Animal Welfare and Other Legislative 

Measures: Compliance with EU SPS measures nationally will mean agricultural producers and 

agro processors will need to comply with risk, hygiene and food safety standards. This will 

involve understanding requirements, putting controls in place, testing and monitoring 

throughout production and in batches and certification and external approvals. It will also mean 

checking standards throughout the supply chain and verifying compliance of suppliers (farm to 

fork). This will affect record keeping, production processes and hygiene (procedures, training 

and facilities) as well as in-house or external testing and control verification. This will require 

investments in both facilities (adapting buildings, product & production quality and standards) 

and technologies and equipment. 

 Road Transport: adopting EU road safety acquis will affect any business that operates 

commercial vehicles and transport of goods, whether logistics/transport firms or producers with 

own vehicles. Compliance with road safety provisions will include regular testing of 

roadworthiness, maintenance records and procedures. For commercial transporters, either 

having weigh bridges or access to external facilities would be required as well investments and 

retro fitting of required equipment such as speed limiters, driving log meters, GPS systems etc). 

 Approximation Relating to Energy Efficiency: compliance with legislation on energy efficiency 

and labelling of buildings and household goods would require manufacturers of household goods 

and building materials to adapt production, to measure and rate products for energy efficiency 

and certify such. Investments would be needed in new equipment and technologies for 

manufacturers, as well as testing facilities ; building materials manufacturers may also require 

new technologies and equipment although this applies only to new buildings. 

 Environmental Protection: compliance with air quality and waste management (including waste 

water) directives will require SMEs that are involved in sectors that produce potentially 

hazardous waste to understand requirements, monitor waste and install systems to control, limit 

and treat their commercial waste, or have it disposed of by external commercial providers. This 

may require investments in monitoring and treatment facilities and equipment. 



61 

What is the time required to implement necessary changes? 

Based on the necessary steps,  an estimate of the time it will take compared with time available to comply 

with new rules, standards and regulations by sector, will depend upon the sector, the timetable with each 

individual AA and the current level of compliance of individual SMEs. Notwithstanding these variables, 

any perspective for compliance across these sectors will have to be measured in years. For example, 

development of the HACCP quality assurance programme which will lead to SPS compliance requires at 

least one year to set up systems and collect required data prior to certification. Given these timelines and 

the implementation schedules for aligning national legislation with that of the acquis, it is essential that 

SMEs start this process as soon as possible. 

4.1.4 WHAT SUPPORT DO SMES NEED (PERCEIVED BY SMES THEMSELVES)? 

In order to enact the above steps, SMEs surveyed suggested the following support that they thought they 

would need 

 Financial support (Georgia and Moldova) 

 Detailed Information (Georgia, Moldova and Ukraine) 

 Collaboration with EU firms (Moldova and Ukraine) 

 Training (Georgia) 

 Human resources (Georgia) 

 New technologies (Georgia) 

These needs are largely supported by BSOs and BSPs in each country that listed SME support needed, 

such as Information (Georgia, Moldova and Ukraine); Collaboration with EU firms (Georgia and Moldova) 

and training (Georgia, Moldova and Ukraine). 

4.2 What are the needs of SMEs to take advantage of the provisions of the AA/DCFTA? 

4.2.1 WHAT ARE THE OPPORTUNITIES FOR SMES UNDER THE AA/DCFTA? 

To specify the opportunities with the AA/DCFTA that benefit SMEs. 

The vast majority (around 70%) of SMEs surveyed in Moldova and Ukraine want to export to the EU, and 

50% of those surveyed in Georgia. Furthermore, 58% and 55% of SMEs in Ukraine and Moldova 

respectively believe the DCFTA provides business opportunity, compared with only 27% in Georgia.  

What products and sectors can be exported to EU? 

In terms of SMEs by sector that want to export to the EU, there is little sectoral difference in Moldova and 

Ukraine. In Georgia, the predominance is amongst agricultural producers. 

Table 50: SMEs wanting to Export under the DCFTA by Sector  

 Georgia Moldova Ukraine 
Manufacturers 63% 98% 76% 

Agro-processors 63% 100% 76% 
Agricultural producers 61% 100% 90% 

Services 44% 66% 57% 
Other 38% 100% 58% 

What opportunity is there for participation in EU PP? 

A large proportion of SMEs in Georgia (52%) were aware that once the Government adopts and fully 

implements the EU rules on public procurement, they would be eligible to participate in EU public tenders 

alongside, and treated equally with EU firms. In Ukraine, 41% of SMEs were aware of public procurement 

opportunities under the DCFTA but only 9% in Moldova were aware. Despite this 52% awareness in 

Georgia, only 17% are interested in EU member state tenders compared with 29% in Moldova and 58% in 

Ukraine. There appears only to be significant interest in participating in EU government contracts 

amongst Ukrainian business. 
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4.2.2 WHAT IS THE CAPACITY OF SMES TO TAKE ADVANTAGE OF THE AA/DCFTA OPPORTUNITIES? 

Is there an understanding by SMEs of the opportunities? Do they understand requirements to take advantage? 

There is a lack of knowledge amongst SMEs in each country as to the changes in market access under the 

DCFTA, with 37% of SMEs in Ukraine and 21% of SMEs in Georgia and Moldova that say they know, or 

know where to obtain information on, exporting to the EU. In terms of specific knowledge, 33-34% of 

SMEs in Ukraine knew how to obtain information on tariffs, TRQs and rules of origin. However, In 

Moldova, only 22-25% of firms knew information sources for tariffs and rules of origin but only 16% 

knew TRQs and, in Georgia only 5-8% knew TRQs and rules of origin and 11% tariff information. 

4.2.3 WHAT ARE THE STEPS REQUIRED FOR SMES TO TAKE ADVANTAGE OF THE OPPORTUNITIES UNDER 

THE AA/DCFTA? 

Do SMEs have the technical capacity to understand requirements (EU rules for exporting, identification of PP 

publications etc)?  

Of those firms stating they wanted to export to the EU under the DCFTA, 70% in Georgia, 54% in Moldova 

and 47% in Ukraine plan to develop an export marketing strategy. However, only 45%, 24% and 38% 

respectively have internal capacity to develop and implement an export marketing plan and only 37%, 

57% and 18% respectively believe they can access the required external finance for realisation of these 

plans. There is also limited knowledge and understanding of where to find information on EU tender 

opportunities with only 5% of SMEs in Georgia and Moldova stating they know where to find information 

and 20% in Ukraine. 

4.2.4 WHAT SUPPORT DO SMES NEED (PERCEIVED BY SMES THEMSELVES)? 

In order to export to the EU, SMEs list the following support that they would need to design and 

implement an effective marketing strategy: 

 Finance (Georgia, Ukraine and Moldova) 

 Information and consulting support (Georgia, Ukraine and Moldova) 

 Contacts and business partners in the EU (Georgia and Moldova) 

 Language training (Ukraine) 

 EU certification (Ukraine) 

 More skilled personnel (Moldova) 

 Simplified Documentation for export (Moldova, as is part of DCFTA commitments) 

 Liberalisation of legislation (Georgia) 

4.3 What other factors affect SME development and may impact on (underlying binding 

constraints) ability to comply or take advantage of the AA/DCFTA? 

4.3.1 WHAT IS THE LEVEL/PERFORMANCE OF THE CURRENT PREVAILING BUSINESS ENABLING 

ENVIRONMENT? 

SMEs face major constraints within the general business regimes that limit and restrict their ability to 

grow and prosper. There is a broad consensus of the main problems amongst SMEs, BSOs, BSPs and FIs, 

which are largely common across all three countries: 

1. Cost and access to finance: The largest BEE constraints listed by SMEs in the survey was cost and 

access to finance (ranked 1 and 2 in all countries). This was also listed by the majority of BSOs 

and BSPs in all 3 countries. Collateral requirements was also ranked 4th worst constraint in 

Moldova by SMEs and listed as problematic by BSOs and FIs in each country. 

2. Taxation rates and drawback: Tax was ranked 3rd and 5th by SMEs in Georgia and Ukraine 

respectively. BSOs in all countries listed taxation as a major constraint, while in Moldova and 

Ukraine, problems with VAT repayments were cited as a major obstacle. 

3. Slow and inconsistent implementation of reforms: In all countries, BSOs and BSPs reported that 

government reforms were too slow and even when adopted, were often not enforced. 
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4. Geopolitical instability caused by Russia: BSOs, BSPs and FIs cited the influence of Russia on the 

political environment and trade as having an adverse affect on business environment. SMEs in 

Ukraine also ranked this as a major constraint. 

Other constraints specific to each country were reported: 

 Ukraine and Moldova – Corruption: SMEs in these countries ranked corruption as a major 

constraint, which was also cited by BSOs in these 2 countries. Neither SMEs, nor institutions in 

Georgia mentioned corruption. 

 Ukraine and Moldova – Business Licensing and red tape: Onerous business regulation was cited 

by SMEs in Ukraine and Moldova, as well as BSOs and FIs in both countries. 

 Georgia –competition: Competition with large firms and unfair competition from informal firms 

was listed by SMEs as major constraints. 

 Ukraine – macro economic instability: Listed by BSOs and FIs as a major constraint. 

4.3.2 HOW DOES THE OVERALL BUSINESS ENABLING ENVIRONMENT AND INVESTMENT CLIMATE AFFECT 

SME DEVELOPMENT? 

In Moldova and Georgia, BSOs and Fis both reported that the prevailing business environment will enable 

business to grow. However, only 53% in Georgia and 30% in Moldova of SMEs surveyed thought that 

their business will grow in the current business regime. In Ukraine, only 40% of business stated they 

would be able to grow. Moreover, few SMEs stated they would be able or interested in investing in their 

business (less than 30% across all 3 countries and only 16% in Moldova).  

4.3.3 HOW WILL THE CURRENT BEE IMPACT ON SMES ABILITY TO COMPLY AND TAKE ADVANTAGE OF THE 

AA/DCFTA? 

Finance and enforcement of new regulations by government were cited by BSOs as a concern in all 

countries for compliance with AA/DCFTA. Other constraints listed by SMEs, BSOs and FIs were not 

related to the business environment but rather BDS such as availability of information on AA/DCFTA. 

4.3.4 WHAT CONSTRAINTS TO BUSINESS DOMINATE AND SHOULD BE ADDRESSED IN PARALLEL OR PRIOR 

TO AA/DCFTA COMPLIANCE (BINDING CONSTRAINTS)? 

The overwhelming constraint within the general business environment that will affect AA/DCFTA 

compliance and taking advantage of the opportunities is access to finance. All BSOs and even FIs in each 

country listed access to finance as a binding constraint to SMEs compliance. Moreover, 31% of SMEs 

surveyed in Ukraine stated they would be able to obtain investment finance for AA/DCFTA, and only 11% 

in Moldova and 7% in Georgia. Within the general business environment therefore, these issues should be 

addressed in parallel. 

4.4 What is the adequacy of existing BSO (financial and non-financial) provisions to 

support compliance and taking advantage of AA/DCFTA, including donor support 

programmes? 

4.4.1 ARE THERE BSOS (DONOR, PUBLIC, PRIVATE) THAT ARE ABLE TO PROVIDE SERVICES TO SMES 

(ADEQUACY AND AFFORDABILITY)? 

What is the impact and effectiveness of non-financial BSOs? 

Few SMEs use business development services with around 20% in Ukraine and Moldova having 

previously used BDS and less than 10% in Georgia. Of those using BDS, only 15% in Ukraine and Moldova 

were satisfied with the services provided, whilst 58% in Georgia were satisfied. Moreover, around 85% of 

SMEs in Ukraine and Moldova thought BDS was not affordable, compared to 56% in Georgia. This shows, 

and was confirmed by interviews with BSOs that SMEs across the 3 countries were not used to, nor 

prepared to pay for BDS to help develop their businesses. 
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What is the impact and effectiveness Financial services? 

The majority of firms surveyed had experience of obtaining loans from financial institutions (69% in 

Ukraine, 57% in Georgia and 40% in Moldova). SME experience of lending is best in Georgia where 60-

72% of SMEs stated that loans were easy to obtain, provided sufficient finance over a satisfactory length 

of repayment. By contrast, just 39-42% of firms thought loans easy and sufficient in Ukraine and only 12-

24% in Moldova.  

Most SMEs thought loans were not affordable (70% in Georgia, 83% in Ukraine and 90% in Moldova) and 

most complained of collateral problems (54% in Georgia, 77% in Moldova and 94% in Ukraine). 

In conclusion, some SMEs – especially in Georgia – think that loans are easy to obtain, but overall across 

the three countries it appears that most SMEs experienced difficulty. BSOs and FIs blame this on 

inadequate financial literacy. Also to note is that the majority of SMEs thought that loans are not 

affordable. 

4.4.2 ARE EXISTING FACILITIES ADEQUATE TO SUPPORT COMPLIANCE AND TAKING ADVANTAGE OF 

AA/DCFTA? 

Do these BSOs have the capacity to provide advice and assistance on AA/DCFTA? 

There are few BSOs with knowledge of AA/DCFTA in any of the countries. In Georgia, there are some 

State Agencies, such as the National Food Agency and the Entrepreneurship Development Agency 

intending to offer services to SMEs on DCFTA with capacities to be developed. In all countries there are 

some facilities for testing and certification, but with limited capacities; only a few of them are 

internationally accredited.  

Both private and public sector BDS market is very weak and will need to be developed in order to support 

SMEs compliance and taking advantage of the DCFTA. Concentration of both governments and donors 

across the 3 countries is in legal compliance and none of the actors has so far been seriously involved 

with ensuring SMEs are supported. 

4.4.3 WHAT SUPPORT DO THESE INSTITUTIONS REQUIRE IN ORDER TO PROVIDE ADEQUATE SUPPORT TO 

SMES? 

The survey of BSOs provided an indication of the support BSOs desire: 

 Awareness and Information Needs: BSOs in all countries requested support in providing 

information. BSOs in Moldova and Ukraine highlighted the need for information to be provided 

by real experts and Ukrainian BSOs went further to state it should provide targeted and sector 

specific data. 

 Improved Business Development Services and business linkages: BSOs in all countries 

highlighted the need for expertise from EU to build BSO capacity in country and all wanted 

support in establishing business linkages with EU associations. However, Moldovan BSOs 

requested support in establishing sector associations, Georgian BSO completely rejected this idea 

and advised it should not be tried. Also, a problem in all countries was highlighted in that SMEs 

did not see the benefits of BDS and so any development should be sustainable and cost effective 

in the long term. 

 Training Needs for AA/DCFTA compliance: All countries identified a training of trainers 

programme is needed undertaken by EU experts, but institutionalised nationally to deliver and 

improve training to SMEs 

 Technical Service Needs (Testing, Certification): All countries stated that facilities are inadequate 

and need to be upgraded. Moldovan BSOs also stated that there was a need for local facilities to 

obtain help in international accreditation. 
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5. Recommendations 

Introduction 

The principal conclusion from our research is that there is limited knowledge of the scope of effects on 

businesses of the AA/DCFTA across all stakeholders surveyed and more importantly, even where there is 

some knowledge, there is no detailed understanding of the exact and very specific requirements and 

changes that business, and particularly SMEs, needed to comply with in the legislative changes. 

For example, on average28 34% of SMEs surveyed across the three countries had never even heard of the 

AA or DCFTA (28% in Georgia, 67% in Moldova and 22% in Ukraine). Of the two thirds of firms that knew 

of the AA/DCFTA only 24% thought that the agreements would have a moderate or high impact on their 

business (although there is a big difference in Ukraine where 79% of SMEs thought there would be a 

significant impact, but in even in this case, 61% of these thought it would only affect exporters). All of the 

local financial institutions interviewed knew of the AA/DCFTA but did not know the scope and coverage 

of the agreements. A similar limited level of awareness was found amongst the SME projects, donors and 

BSOs interviewed. 

There was a greater level of understanding of the scope of the agreement amongst the Ministries 

responsible for coordination and/or implementation of the AA/DCFTA across the countries and the 

projects (TA, twinnings, budget support) addressing approximation of the DCFTA. However, here again 

there was no real understanding of the effects or changes actually required from business to comply – 

mostly knowledge was restricted to the process of legislative approximation and establishment of 

compliance infrastructure (such as establishment of enforcement agencies). As a result, the plethora of 

awareness raising events and brochures focus on line by line regurgitation of the agreement without 

specific reference or elaboration of how this will actually affect business or what a business should do. 

The scope of the AA/DCFTA is broad and although the level of compliance with the EU business acquis 

differs in the text of the agreement between countries, the number of EU Directives, regulations and 

protocols that will have to be adopted into national legislation that will have a direct effect on the 

operations of SMEs in each country, is over 500. The scale of the task for SMEs to understand these 

changes and adapt their administrative procedures, production processes and facilities cannot be 

underestimated. 

In order that business in each of the countries can be better prepared to comply with changing national 

legislation, as well as take advantage of the opportunities, a full range of support and “hand holding” is 

required throughout these changes to facilitate ease of transition and maximise the benefits provided. 

Therefore, it is proposed that for each country, a comprehensive programme of targeted and very specific 

support is required. It should be as practical as possible always aimed at realisation of change over the 

10-year implementation period, rather than abstract concepts. 

In setting out recommendations to address the identified needs of business, the following section has 

been organised into discreet strategies as follow: 

1. Awareness: This will provide more than just general awareness and high level overviews which 

are largely seen as abstract and detached from their actual business. Therefore, awareness with 

both general and specific relevance of the AA/DCFTA to business operations is required, that is 

“how business will practically be affected by the agreements.” 

2. Know how: Recognition of the types of changes and effects on business is important but, business 

then needs to understand how these changes and opportunities actually affect individual 

businesses and the steps required to adapt (including understanding the administrative and 

                                                                    
28 Average of the 902 firms surveyed across the three countries; 521 in Georgia (57%), 185 in Moldova (21%) 

and 196 in Ukraine (22%) 
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production process, standards and investments needed, as well as the changes to market regimes 

in both their own countries and the EU).  

3. Investment Finance: Many of the changes that business will be required to make will attract 

costs, in terms of investments in capital, new technologies and refurbishment, as well as greater 

administrative and procedural costs. SMEs will require dedicated grant and loan programmes to 

support such investment, especially where the investment required is not material but 

procedural with no accompanying asset to back the investment, for example developing a HACCP 

plan. 

4. Certification and approvals: Whether exporting to the EU, or simply operating nationally, 

compliance to the EU acquis requires verification through certification and approvals from both 

private and public authorities. This will require the establishment of these facilities for use by 

SMEs, as well as financing of certification costs. 

These recommendations are common across all countries and the approaches suggested are generic, 

although scale, depth and breadth of activities will vary in each country and these issues will be 

addressed within each section. Moreover, it is important to recognise that implementation of the AA will 

be over a 10-12 year period and therefore, within each strategy it is necessary to prioritise not only 

sectors that are prominent in each country and will be affected most, but according to the timeframe for 

implementation. 
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Notwithstanding, the long implementation period of the AA, the most intense period for implementation 

and adoption of the acquis is within years 1-5 after entry into force of the each agreement.  

5.1 Strategy 1: Awareness 

INTRODUCTION 

Overall objective  

To improve the understanding of the actual effects of the AA/DCFTA on business and the opportunities it 

provides. Current and future planned awareness across all countries is based on high level political 

statements rather than concrete information, so all information in this programme will be specifically 

oriented to business.  

Specific objective 

Awareness of AA/DCFTA to business must be more than current “headline” approach and be specific as to 

the ‘effects’ (as well as impact) on SMEs business operations. The specific objectives will be: 

 to ensure that all SMEs understand how the agreements affect business; 

 to stimulate SMEs to consider and incorporate AA/DCFTA implications into their corporate 

planning; 

 to ensure FIs and BSOs understand the needs of SMEs; 

 to encourage government to strengthen communication on changes to business.  

Summary Recommendations 

In order to achieve these objectives, the following programmes could be developed in each country: 

1. National Business Awareness Campaign  

2. Outreach Programme for and through Financial Institutions, BSOs and Government MDAs 

(Ministries, Departments and Agencies) 

NATIONAL BUSINESS AWARENESS CAMPAIGN  

General Description 

There is a great deal of ignorance and misunderstanding about the AA/DCFTA and how it will affect 

business. A national awareness campaign in each country would aim to increase the understanding 

amongst SMEs of these affects so that they can begin to prepare and plan. The AA/DCFTA will provide 
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benefits and opportunities but business will have to adapt. The quicker business adapts, the quicker it 

will benefit and the lower the costs of compliance will be. However, currently, most business is unaware 

or mis-informed.  

Therefore, the campaign should focus on delivering key messages to the wider business community as to 

these affects. The key messages of the campaigns could vary by country, but should include: 

 The AA/DCFTA will affect all business, not just exporters as there will be a wholesale 

reform of business legislation within each country as they align with the EU business 

acquis; 

 The changes in national business legislation will not all occur immediately, but over a 

10-12 year implementation period, but some reforms are happening now; 

 Business will have to change their production processes, introduce administrative and 

reporting procedures, comply with new standards and invest in new technologies ; 

 There will be costs, but these can be limited if early action to adjust is taken ; 

 Business needs to act now, searching out detailed information on the effects of the 

DCFTA on their own business, make a strategic plan, make necessary changes to 

business operations, undertake investment planning and obtain external approvals and 

certification as necessary; 

 A milestone countdown to provide brief information on compliance or opportunities 

timetables listing for example 3 years until adoption of EU transport safety 

requirements (driver limits). Information provided and countdown clocks sent via the 

various delivery channels to interested or targeted audiences. Similarly, certain tariff 

rate changes or TRQs could be provided as they change; 

 A barometer of compliance – number of laws adopted and enacted by sphere of area (eg 

100 SPS laws in Moldova to be adopted with a list of those which have already been and 

those yet to be adopted, visualised with a barometer); 

 Benefits to business will include modernisation, efficiency, transparency and certainty 

in application of law, and opportunities in national, EU and international markets for 

business expansion. Greatest benefits will be for SMEs as an improved business 

enabling environment based on rules is developed.  

It is important here to make a distinction between awareness, information and know how. For the 

purposes of this report, awareness provides key messages on the effects to stimulate SMEs into action, 

information campaigns will provide specific details on the changes needed (to be provided under other 

components of Strategy 1) and know how will provide guidance and assistance on the necessary actions 

an SME should undertake to comply with and take advantage of the AA/DCFTA (Strategy 2). 

Activities 

 Development of Promotional Materials: prior to promotional campaigns, it is important to 

develop a toolkit of materials common to all delivery channels in order that messages are 

accurate and consistent. Such materials would include brochures, flyers, posters, website and 

outline seminar presentations. These should be made available openly and freely to all 

implementation partners. 

 Training of journalists: the press are an important conduit for delivery of messages so it is 

important that they fully understand the scope and implications of the AA/DCFTA so that 

reporting is informed, accurate and substantial. Therefore, short training programmes for 

general and specialist journalists should be undertaken to increase the skills base. 

 Dialogue events: A series of dialogue events such as seminars should be undertaken to inform 

business. Although many such events have been undertaken, the scope and messages these have 
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delivered have varied. Moreover, the low levels of even superficial awareness and understanding 

that was highlighted in the survey underline the need for such events. In addition to specific 

events, a plan of integration of awareness raising within other business events should be 

developed so awareness is integrated into the wider agenda in business conferences, seminars 

and exhibitions. 

 Direct advertising: Directly target specific groups and send mail, email, SMS and web links to 

provide SMEs with key messages and where to obtain further sources of information and 

assistance. 

 Media Advertising:  General and targeted advertising campaigns could be developed conveying 

short messages through TV, radio, newspaper, business magazines, airline magazines, posters 

and bill boards.  

 Press coverage: Note, this relates to articles rather than advertising and provides more detailed 

information. Sponsoring and developing articles and case history stories in magazines, radio, 

television, highlighting case studies in newly acceded member states, other neighbourhood 

countries, business compliance requirements by sector, discussion programmes and 

documentaries.  

 Social media:  Use social media to increase awareness/key messages, provide information, links 

to further information, provide information on other events and milestone information. The use 

of sites such as VK; Facebook; twitter and blogs should be explored. 

Implementation Partners 

It is really important that the general awareness campaign is coordinated and therefore the process 

should be managed by one partner in each country. Ideally, this should be a national agency responsible 

for support to SMEs (subject to capacity assessments): 

 Georgia: Entrepreneurship Development Agency (Enterprise Georgia) or the Office of the State 

Minister on European and Euro-Atlantic Integration; 

 Moldova: Organisation for the Promotion of SMEs (ODIMM); 

 Ukraine: There is no single national agency for development/support of SMEs or exports in 

Ukraine. The Ministry of Economy has a SME unit but Ministries are not usually best placed for 

such activities so potentially, the Ukrainian National Chamber of Commerce and Industry could 

take on this role. 

Impact 

By its nature, general awareness and provision of information should be as widespread and 

comprehensive as possible.  

Table 51: Target SMEs 

 Georgia Moldova Ukraine 

No. of SMEs (National Definition) 55,966 50,900 1,599,429 

Estimated number of large 
numbers within EU SME definition 

1,797 
(50%29 of 3,593) 

1,113 
(90%30 of 1,237) 

031 

Total Target 57,763 52,013 1,599,429 

The target SMEs for awareness vary by country reflecting the size differential with around 50,000 target 

in Georgia and Moldova and 1.6 million in Ukraine. As a direct result of the general awareness campaign 

                                                                    
29 Average of estimates provided by national statistics office and BSOs 
30 Estimate provide by ODIMM 
31 Ukraine uses EU definition 
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in each country, it is envisaged that the number of SMEs aware of the specific provisions of the 

AA/DCFTA32 would double.  

 Georgia: from 32% to 64% 

 Moldova: from 34% to 68% 

 Ukraine: from 41% to 82% 

In addition, it is expected that as a result of this campaign, SMEs in each country will want to find out 

more information, details and guidance (know how) on the AA/DCFTA.  

Verification of these indicators could be sought through regular business surveys, monitoring of press 

coverage, monitoring of content (for level of detail and understanding) and number of requests for 

detailed information to major sources of information (including downloads and website hits). 

OUTREACH PROGRAMME FOR AND THROUGH FINANCIAL INSTITUTIONS, BSOS AND GOVERNMENT MDAS 

General description 

As well as direct promotion to SMEs, a number of indirect promotional channels can be used to increase 

awareness and information to SMEs. FIs, BSOs and MDAs all have interaction with SMEs at different levels 

and can be an effective source of not only awareness raising but provision of more detailed information to 

inform an stimulate SMEs into action. 

In addition to the key messages used in the general awareness campaign, more specific campaigns could 

be developed. These should be developed over a sustained period of implementation, prioritising as and 

when specific legislation is adopted or market access is liberalised. 

Categories of information (such as information sheets, guidebooks and manuals, seminar materials) can 

be prepared on the changes and opportunities needed on (a) a horizontal level (b) a sector/product level 

and (c) market access opportunities.  

At a horizontal level, there are a number of changes that will affect most business, or at least, is non-

sector specific. Information drawn up and presented across sectors will be more difficult to target. For 

example, four of the EU Directives on transport safety will apply not only to road hauliers, but any 

business that has delivery vehicles: 

Table 52: Adoption of Selected Road Safety Requirements 

Measures in the AA/DCFTA Requirements for 
Business 

Effect on Business operations 

Directive 2009/40/EC on 
roadworthiness tests  

Vehicles meet 
minimum safety 
requirements 

Frequent testing of goods vehicles at approved centres 
Maintenance and standards of vehicles 
Record keeping 
Submission of records to external authorities for approvals 

Council Directive 92/6/EEC 
on the installation and use of 
speed limitation devices  

Vehicles must be 
fitted with speed 
limiting devices 

Investment and retrofitting of equipment (if not already 
fitted) 
Regular calibration and monitoring of accuracy/working 
order of equipment 
Submission to regular testing and approval of equipment  

Regulation (EC) No 561/2006  
on recording equipment in 
road transport 

Vehicles must be 
fitted with 
tachographs 

Investment and retrofitting of equipment (if not already 
fitted) 
Regular calibration and monitoring of accuracy/working 
order of equipment 
Submission to regular testing and approval of equipment 

Directive 2006/22/EC  
the working time 

Ensure drivers 
working/driving 
times are within 
safe limits 

Training of staff and use of equipment 
Procedures in place for driver identification 
Analysis and management reporting/control of driver 
driving times 
Submission of reports to external authorities for approvals 

                                                                    
32 Based on the average of survey results in the 3 countries for “Specific Knowledge of AA/DCFTA” in the 10 

thematic categories 
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At a vertical (sectoral) level, the changes required will be different for every product depending not only 

on the product, but also on the amount of the acquis that each of the countries has agreed to adopt within 

their individual AA/DCFTA. The promotion of the use of standards for compliance with technical 

regulations will be used as a key tool for aiding both understanding and necessary deign and 

manufacturing process changes. However, there are over 10,300 products and each of these will be 

affected in different ways so information providers should prioritise sectors of most interest, along 

implementation schedules as it would be impossible to provide full details on every product.  

For example, if information was elaborated for processed dairy sector, it could include the following type 

of data: 

Table 53: SPS Requirements for Dairy Sector 

Measures in the AA/DCFTA Requirements for 
Business 

Effect on Business operations 

Control of: 
1. Contaminants 

2. Pesticide residuals 

3. Residuals of vet meds 

Monitoring during 
production 

Analysis of products 

Recording keeping 

Testing 

Approvals by state authorities  

Health control/hygiene 
Including HACCP 
adoption  

Internal controls/procedures/record keeping 

External testing/laboratories  
Certification by independent bodies 

Building refurbishments 

Equipment upgrades  
Approvals by state authorities 

Traceability  

Monitoring during 
production 

Approval of source 
of supplies  

Checking/approvals inputs/suppliers 

 Internal controls/procedures/record keeping  

General rules (ingredients, quantity, 
origin, lot marking, GMO) 

Product analysis 
Lot marking/bar code 
 Metrology  

Regarding market access to the EU, details on the new regime provided within the DCFTA should be 

identified so that SMEs (current and potential) are aware of the opportunities given them (subject to 

technical compliance). For example, the following example shows the changes in market access to the EU 

for Ukrainian producers of video recording or reproducing equipment, with current exports (average last 

3 years) of €21 million: 

Table 54: EU Market Opening for Ukrainian Video Equipment Under the DCFTA 

Product Description Current 
Tariff 

Tariff reduction 
schedule 

Rule of Origin Requirement to benefit from 
preferential access (1 of the 2) 

8521: Video recording or 
reproducing apparatus, 
whether or not 
incorporating a video 
tuner 

13.9% Annual reduction in 
tariff, declining to 
zero over 7 years, 
pro rata. 

Manufacture in which: 
-the value of all the 
materials used does not 
exceed 40 % of the ex-
works price of the 
product, and; 
-the value of all the non-
originating materials 
used does not exceed 
the value of all the 
originating materials 
used 
 

Manufacture in which 
the value of all the 
materials used does not 
exceed 30 % of the ex-
works price of the 
product 

Activities 

 Development of network of institutions for AA/DCFTA information dissemination: identification 

and recruitment into a network of all relevant FIs, BSOs and MDAs in each country. In order to 

convince each institution of the importance and need for dissemination, raising awareness of the 

actual affects of the AA/DCFTA will need to be undertaken: each will need to be “sold” the 

concept and educated. Each institution in the network would then develop materials and specific 

information and then exchange amongst each other for further dissemination.  
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 General awareness raising: Members of the network would use their own connection to 

disseminate key messages and materials through their “normal business.” For example, banks 

could disseminate brochures throughout all branches or adapt and display posters. 

 Training in collection of information: In order to enable network members to collect, assemble 

and prepare detailed information for dissemination to their target groups, specific trainings in 

detailing sources of information (text of the agreement, EU DG Trade Helpdesk, DG Growth 

website, CEN and CENELEC etc) and how to present summary information. 

 Specific information campaign: Assistance could be provided to each institution to develop 

strategies for dissemination. Promotional activities would include direct marketing to client 

bases, seminars, posters and guidebooks.  

Implementation Partners 

The same partner who coordinates the general awareness would also likely be best suited for 

coordination of information provision.  

 Georgia: Entrepreneurship Development Agency (Enterprise Georgia); 

 Moldova: Organisation for the Promotion of SMEs (ODIMM); 

 Ukraine: There is no single national agency for development/support of SMEs or exports in 

Ukraine. The Ministry of Economy has a SME unit but Ministries are not usually best placed for 

such activities so potentially, the Ukrainian National Chamber of Commerce and Industry could 

take on this role. 

Impact 

The immediate target for this component would be to build a network of FIs, BSOs and MDAs which will 

have two impacts, increase the outreach to many more SMEs and secondly, to increase the quantity of 

detailed information to business on the implications of the AA/DCFTA. In building this network, and 

promoting the network to potential members, the motivation of each group must be understood; that is 

for FIs, provision of information on the changes to their clients’ business operations (including 

investment) will increase the need for use of their financial products; BSOs will identify this as an 

opportunity to sell services and; MDAs who are involved with implementation have a duty/responsibility 

to disseminate information. 

Therefore as many institutions as possible will be recruited into the AA/DCFTA information network 

representing at least 50% of total: 

Table 55: Potential AA/DCFTA Information Network 

 Georgia Moldova Ukraine 
Total Number of Banks 1933 1434 4035 
Key Players Bank Republic 

TBC bank 
Bank of Georgia 
Liberty Bank  
Basisbank 
Vtbbank–(Georgia) 
Cartu Bank  
Procreditbank 
Silk Road Bank 
 
Capital Bank 
International Bank of 
Azerbaijan-Georgia 
Ziraat Bank A.S. 
Caucasus Development 
Bank Georgia 
Turkey Isbank A.S.  

Comertbank 
Banca sociala 
Victoriabank 
Moldova – agroindbank 
Moldindconbank 
Eurocreditbank 
Unibank 
Banca de finante si comert 
Energbank 
Procredit bank 
Eximbank  
Mobiasbanca - groupe 
societe generale 

Alfa-Bank Ukraine 
Avtokrazbank 
Erste Bank Ukraine 
Finance and Credit Bank 
Index Bank 
Classicbank 
Nadra Bank, Ukraine 
National Bank of Ukraine 
OTP Bank Plc 
Pravex Bank 
PrivatBank 
ProCredit Bank 
Prominvestbank 
Raiffeisen Bank Aval 
Rodovid Bank 
Ukrexim Bank,  
Ukrprombank 

                                                                    
33 https://www.nbg.gov.ge/index.php?m=403&lng=eng 
34 National Bank of Moldova https://www.bnm.md/en/list_licensed_banks_md 
35 European Committee for Banking Standards (ECBS) http://www.ecbs.org/banks/ukraine/ 
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 Georgia Moldova Ukraine 
Progress Bank 
Korstandard Bank 
Halyk Bank Georgia 
 
Pasha Bank 
Finka Bank GEorgia 
 

Ukrsibbank 
UniCredit Bank, Ukraine 
Universal Bank, Ukraine 
Zakhidinkombank 
 

Total number of BSOs 
(apex business support) 

Relevant and active BSOs 
to be determined 

Relevant and active BSOs 
to be determined 

Relevant and active BSOs 
to be determined 

Key Players EU-Georgia Business 
Council 
CCI  
European Business 
Association 
Georgian American 
Chamber 
Business Association of 
Georgia 
Georgian Employers 
Association 
Georgian Chamber of 
Commerce and Industry 
Trade Associations 

ODIMM 
CCI  
European Business 
Association 
Moldovan American 
Chamber 
Trade Associations 

CCI (National and 20 
Oblast level) 
European Business 
Association 
Ukraine American 
Chamber 
British Ukrainian Chamber 
Union of SMEs 
Trade Associations 

Although as a direct result of the creation of an information Network of FIs, BSOs and MDA, it is envisaged 

that the number of SMEs aware of the specific provisions of the AA/DCFTA would increase through 

further outreach to SMEs through client bases, the real expected outcome of this component is the 

provision of more specific and detailed information targeted at those that need it (given that knowledge 

of their own client portfolios). Moreover, since there is an element of trust between service provider and 

client, SMEs should take more notice. Therefore, recognising the importance of the effects on business, 

SMEs would seek out more assistance and Finance in compliance and adaptation of their business. 

Furthermore, within each network, it is expected that strategic alliances for delivery of services on 

AA/DCFTA could be built (for example between FIs and BSOs). 

Therefore, it is expected that the use of BSOs by SMEs should increase (double from survey results) as a 

direct result: 

 Georgia: SMEs consumption of non-financial BSO services increases from 9% to 18% 

 Moldova: SMEs consumption of non-financial BSO services increases from 21% to 42% 

 Ukraine: SMEs consumption of non-financial BSO services increases from 22% to 44% 

Verification of these indicators could be sought through regular business surveys and survey of BSOs 

(both numbers and client bases, including donor BSPs). 

5.2 Strategy 2: Know How 

INTRODUCTION 

Overall objective  

The overall objective of this strategy is to enable SMEs to comply with the requirements of the AA/DCFTA 

as they are adopted nationally and take advantage of the opportunities in provides. To provide SMEs with 

assistance and tools to make all the necessary changes within their business operations to enable them to 

adapt and prepare for the AA/DCFTA. 

Specific objective 

The specific objectives of this strategy will be: 

 Increase the cadre of skills and knowledge of how to operate and adapt business under the 

AA/DCFTA 

 To create and make available adequate and available BDS for AA/DCFTA compliance 



74 

Summary Recommendations 

In order to achieve these objectives, the following programmes could be developed in each country: 

1. Availability of BDS for AA/DCFTA strategy and planning 

2. Thematic Specific BDS (new and existing) 

3. Business Linkages Approach  

4. Establishment of National AA/DCFTA Centre (creator and keeper of knowledge) 

AVAILABILITY OF BDS FOR AA/DCFTA STRATEGY AND PLANNING 

General description 

Knowing the rules and regulations does not necessary mean that an SME can enact the necessary changes 

to its business, including investments required. Either internally from within the enterprise, or external 

assistance is needed to develop a strategy and implementation plan for compliance with the legislation 

applicable specifically for their product. SMEs often find it difficult to find and interpret the information 

and then analyse and turn it into a coherent strategy and plan, including administrative compliance, 

export strategies, production process changes, investment requirements and certification. For example, in 

most agro food industries, risk management systems must be in place such as HACCP which would 

require upgrading buildings to ensure minimum heights of ceilings, use of non-porous materials on floors 

and walls, controlled and entry/exit points with disinfection processes etc. 

Therefore, AA/DCFTA mentors/advisors having the required skills and knowledge to support businesses 

are needed to guide enterprises through the process. There are a few private sector BDS providers 

including accountants, lawyers, consultants in each country that offer such services for the AA/DCFTA but 

a review of these has shown weak skill sets and understanding, even with donor support, mostly because 

these are an add-on to existing SME programmes, not dedicated programmes. 

It is anticipated that AA/DCFTA business mentors/advisers will provide SMEs with advice in terms of a 

firm AA/DCFTA strategy and plan. In addition, guidance may be required through implementation of that 

plan. Such assistance would be required over a sustained period of time; experience from such schemes in 

other countries36 has shown that delivery of such research, advice and planning can take between 12-18 

months and average 15-50 days input, depending on the size of the enterprise, products or services and 

complexity of business. It should be noted that although such advisers are able to develop plans and guide 

implementation, specific expertise may be required in addition (for example with quality assurance 

compliance, manufacturing processing, standards, design etc.) and investment and certification.  

Activities 

 System of national certification of AA/DCFTA mentors/advisers: in order that the business 

guidance provided is reliable and useful, a national system of certification and approval of 

AA/DCFTA advisers should be established. This could be developed on a regional basis with a 

consistent approach across the three countries and involve training of advisers, manuals on 

service provision and templates on content of advice and plans, as well as on-job training. 

Initially, national bodies will be trained in the training and certification of advisers by 

international experts, with some assistance in starting the programmes. Similar programmes of 

nationally approved consultants were used by the UK government under the Enterprise Initiative 

Programme which was used to support compliance with the Single European Market, specifically 

in areas of marketing, design and standards compliance and quality assurance. 

                                                                    
36 Member of the team have been involved in similar EU mentoring projects in Poland, Lithuania and Latvia 

prior to accession to the EU, and in the United Kingdom prior to the establishment of the Single European 
Market 
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 Private sector BSO advisors: AA/DCFTA business advisers can be from non-government 

associations (chamber of commerce, trade sector associations, SME NGOs) as well as for profit 

private consultancies.  Promotion of training of certified advisers should be encouraged in each 

country, while building of services for SMEs (toolkits for “selling AA/DCFTA mentoring”) could 

be included. For selected pilot institutions in each country, external assistance support and 

financing of start up operations is foreseen, but ultimately it is aimed that these should be paid 

for services. 

 Public sector BSO advisory services: Notwithstanding the establishment of a private sector 

AA/DCFTA BDS sector, many of the target SMEs will not be able to afford such services. 

Moreover, the SME survey in each country showed that the number of SMEs that have in the past 

used BDS is minimal and therefore, there is no tradition of use of BDS so this will have to be 

encouraged through subsidies. However, care must be exercised so that subsidised schemes do 

not distort the private BDS market. Two models could be used in each country –provision of free 

AA/DCFTA advice and/or part paid. For example, in Lithuania in the Europe 2000 programme, 

international mentors trained Lithuania Development Agency (public body) business advisers to 

mentor SMEs in EU compliance and export. This advice was provided free by the government and 

supported by the EU. Such a programme could work based on free services targeted at strategic 

sectors or by size of firms (only micro and very small who cannot afford such services). Either 

additionally to, or instead of full support, a subsidised programme can be used similar to the UK 

Enterprise Initiative used in the run up to the creation of the Single European Market (UK 1992 

Programme). In such a scheme, a percentage of consultancy by approved private consultants 

(certified AA/DCFTA advisers) would be paid by a national scheme directly to consultants with 

the balance paid by the firm itself. In the UK (and a similar EXPROM programme in Poland), 50% 

was paid by the firm up to maximum set number of days and rates. In the UK model, firms paid 

the advisers whereas in Poland, firms paid the programme and the programme then paid the 

advisers full amounts.  

 Training programmes: Firms could undertake the research, analysis and training themselves as a 

potentially more cost effective option (if less experience and skilled). Training programmes on 

how to assess AA/DCFTA and prepare plans could be developed and promoted. Again, options for 

whether these will be subsidised, free or fee based on completion would be discussed by segment 

and country. A training of trainers programme would be needed initially to establish these 

programmes and they could be undertaken collectively across all 3 countries. 

Implementation Partners 

In terms of certifying approved AA/DCFTA advisors, a national agency responsible for SME development 

would be used but in conjunction with a national approved training institute so that the certification is 

accredited to give credibility and be considered a worthy qualification.  

 Georgia: Entrepreneurship Development Agency (Enterprise Georgia); 

 Moldova: Organisation for the Promotion of SMEs (ODIMM); 

 Ukraine: There is no single national agency for development/support of SMEs or exports in 

Ukraine. The Ministry of Economy has a SME unit but Ministries are not usually best placed for 

such activities so potentially, the Ukrainian National Chamber of Commerce and Industry could 

take on this role. 

In terms of BSO providers, chambers and trade associations should be selected and used as pilots (private 

sector consultancies will develop organically as advisers in public BSOs and chambers/trade associations 

gain experience and leave to establish their own business). 
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Impact 

The level of effect and the adjustment required will depend, to some extent, on the size of business. For 

example micro enterprises operating in informal markets will have less burden than those selling to 

formal markets. Therefore, it is not expected (especially in the short term) that all SMEs will need to 

develop an AA/DCFTA business plan. Accordingly, the target SMEs for support would primarily be 

medium sized firms and larger small firms: 

Table 56: Target SMEs for developing AA/DCFTA Strategies/Plans 

 Georgia Moldova Ukraine 
Number of Small firms 50,339 47,906 1,578,879 
Estimated “larger” small 
firms37 

15,000 10,00038 470,000 

Medium Sized firms 5,427 1,538 20,550 
TOTAL (rounded) 20,000 12,000 500,000 

As a result of targeting the above firms, the number of SMEs with AA/DCFTA plans will increase beyond 

that which would have happened anyway. Of the firms surveyed, a proportion stated that they believe 

they have internal capacity to prepare such plans, therefore the potential impact would be to deliver BDS 

for AA/DCFTA planning to the following: 

 Georgia: 39% stated they could prepare a strategy themselves, so approximately 12,000 BSO 

supported strategies would be needed (assuming a 10 year delivery of plans, at 25 days per 

plan or 10 per year, 120 certified advisers would be required) 

 Moldova: 8% stated they could prepare a strategy themselves, so approximately 11,000 BSO 

supported strategies would be needed (assuming a 10 year delivery of plans, at 25 days per 

plan or 10 per year, 110 certified advisers would be required) 

 Ukraine: 52% stated they could prepare a strategy themselves, so approximately 240,000 BSO 

supported strategies would be needed (assuming a 10 year delivery of plans, at 25 days per 

plan or 10 per year, 2,400 certified advisers would be required) 

Verification of these indicators could be sought through the number of certified AA/DCFTA advisers, 

regular business surveys and survey of BSOs (client bases for AA/DCFTA strategic planning services, 

including those of donor BSPs). 

THEMATIC SPECIFIC BDS 

General description 

In order that SMEs are able to comply with national regulations as the AA/DCFTA is adopted, or to sell to 

the EU based on improved market access afforded by the Agreement, the full range of BDS is needed as 

follows: 

 Money Laundering and Terrorism Financing and Fight Against Crime and Corruption: will lead to 

increased record keeping of financial transactions and reporting to authorities. There will be an  

increased need for BDS in accountants and book keepers. 

 Approximation of Technical Regulations, Standards, and Conformity Assessment and EU Standards 

and Labelling:  compliance with one or more technical regulations will require understanding of 

the requirements (key characteristics), review of available standards that confer compliance, 

product redesign and adaption of production processes, industrial metrology, testing and 

analysis, certification of conformity assessment. To comply with these technical regulations and 

harmonized standards, SMEs will need BDS and may outsource testing to laboratories. 

                                                                    
37 According to the IFC, around 70% of MSMEs globally are informal or sell to informal markets which also 

align with the figure for Moldova of micro enterpirses. 
http://www.ifc.org/wps/wcm/connect/1f2c968041689903950bb79e78015671/AccessCreditMSME-
Brochure-Final.pdf?MOD=AJPERES  

38 Based on Table 13 breakdown of firms by size 

http://www.ifc.org/wps/wcm/connect/1f2c968041689903950bb79e78015671/AccessCreditMSME-Brochure-Final.pdf?MOD=AJPERES
http://www.ifc.org/wps/wcm/connect/1f2c968041689903950bb79e78015671/AccessCreditMSME-Brochure-Final.pdf?MOD=AJPERES
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 Gradual Approximation of Sanitary and Phytosanitary, Animal Welfare and Other Legislative 

Measures: Compliance with EU SPS measures nationally will mean agricultural producers and 

agro processors will need to comply with risk, hygiene and food safety standards. BDS will need 

to understand requirements, put controls in place, conduct testing and monitoring throughout 

production and in batches and provide certification and external approvals. It will also mean 

checking standards throughout the supply chain and verifying compliance of suppliers (farm to 

fork). This will affect record keeping, production processes and hygiene (procedures, training 

and facilities) as well as in-house or external testing and control verification. 

 Phasing out of use of Certain GIs: In Georgia and Moldova, the use of EU protected GIs were 

prohibited under bilateral negotiations during WTO accession. Provisions in the AA/DCFTA 

relate principally to enforcement nationally. For Ukraine, This will require renaming which may 

need legal IP advice on permissible replacements and rebranding of products.  

 GMO Provisions: ensuring the control and use of GMOs (deliberate release/spread of GMO into 

the environment, trans-boundary movement and contained use) will require agricultural 

producers and agro processors to put in place monitoring, tracking, record keeping and ensure 

labelling of food when GMO products are used.  

 Road Transport: adopting EU road safety acquis will affect any business that operates 

commercial vehicles and transport of goods, whether logistics/transport firms or in-house 

producers with own vehicles. Compliance with road safety provisions will include regular 

testing of roadworthiness, maintenance records and procedures which could be outsourced.  

 Approximation Relating to Energy Efficiency: compliance with legislation on energy efficiency 

and labelling of buildings and household goods would require manufacturers of household 

goods and building materials to adapt production, measure and rate products for energy 

efficiency and have this certified by an official external body.  

 Environmental Protection: compliance with air quality and waste management (including waste 

water) will require SMEs that are involved in sectors that produce potentially hazardous waste 

to understand requirements, monitor waste and install systems to control, limit and treat their 

commercial waste, or have it disposed of by external commercial providers.  

 Company Law, Corporate Governance, Accounting and Auditing: largely this relates to the 

adoption of international standards on accounting practices, record keeping and financial 

reporting. For SMEs, improved accounting and reporting of finances within the business, 

training and use of outsourced accountants/book keepers. 

 Employment, Social Policy and Equal Opportunities: largely this relates to health and safety of 

workers and requires BDS to assist in audits and development of procedures. 

The survey of BSOs and SMEs in each country found limited availability and grade of required services 

and accredited institutions to provide the above services resulting from the AA/DCFTA. The range of BDS 

providers would include (not exhaustive): 

 Accounting 

 Legal 

 HACCP 

 Process Engineering 

 Food technologists 

 Product Design 

 Marketing and branding 

 Testing laboratories  

 Energy efficiency auditors 

 Health and safety consultants 

 Logistics 
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To ensure benefits and compliance, there must be a set of quality BSO providers at affordable rates to 

business. Therefore, programmes to build the capacity of domestic BDS markets in each country are 

needed (and in fact these could then be delivered cross-border if domestic markets are not sustainable).  

Activities 

 Capacity of BSO providers: An audit of the services required by sector and horizontally (by 

AA/DCFTA theme) should be first undertaken in priority areas. Based on this, a list of available 

BSOs in each country can be compiled and assessed. This will provide a needs assessment for 

strengthening the capacity of BSOs. A programme of support (advise, service development, 

standards, certification and investment) can then be given to these BSOs to increase the quality 

of services, whilst maintaining affordability. It could also include support in obtaining required 

accreditation. 

 Testing services: A range of calibration, metrology and testing services will be required, as 

SMEs will have to comply with standards and verify their compliance. These can be provided by 

both state and accredited private sector laboratories. Larger companies (technology and food 

based companies) often have their own testing equipment and laboratories. SMEs cannot afford 

this, but larger firms underutilise this equipment and therefore, a programme to sub-contract 

out facilities could be encouraged. 

 Training programmes:  Working with existing training institutions to develop continuous 

training for thematic BDS providers, particularly in technological areas, is essential in order to 

maintain competitiveness and these needs to be provided on an on-going basis. Training of 

trainers and, linkages with EU institutions are elements of a programme that could be 

considered to improve sustained quality of BSO. 

 Education programme targeting skills for AA/DCFTA compliance: Many of the skills required in 

BSOs are vocational, so based on the priorities and needs identified above, strengthened TVET 

and specific vocational modules at universities colleges would be beneficial. Where recognised 

qualifications are not available nationally, support in the development of programmes with 

accredited qualifications to match the current and future needs of the countries should be 

introduced. 

 Creation of BSOs: Compliance with AA/DCFTA will provide new opportunities for the 

development of new industries to support firms. For example, in the EU following the 

introduction of driving hours limits, there are service providers that take Tachograph data and 

analyse it and submit to regulatory authorities on behalf of hauliers and firms with commercial 

vehicles.  Such development should be encouraged through national competitions for 

innovative solutions, case studies and workshops. 

Implementation Partners 

Implementation partners will require knowledge by sector and thematic areas (accounting, technical 

regulations, SPS, energy, environment, transport, GMO etc). There are currently no obvious partners in 

this as they will be split across regulatory bodies (some of which are yet to be established). Moreover, 

government agencies are not always best placed to encourage and support private sector development. In 

addition to regulators, there are EU programmes that support legal and regulatory compliance. However, 

their focus to date has been very much on compliance and any outreach has been general in nature and 

not targeted at BSOs. An institutional review will be required in each country to ascertain the most 

appropriate partner for delivery of this programme.  

Impact 

The impact of the development of affordable quality BSOs within each country will make compliance and 

taking advantage of the AA/DCFTA easier and more beneficial for SMEs. Although the general motivation 

for use of such BDS is compliance with national and/or EU legislative requirements, the use of modern 
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best practice techniques of production will lead to increased efficiency and competitiveness of SMEs. For 

example, support to upgrading the BDS services of energy auditors and consultants could improve the 

level of savings to enterprises employing their services. UNIDO estimates39 that energy efficiency 

measures (combining technology and process) save on average, 30-35% of energy costs. In sectors such 

as manufacturing where energy costs can represent 30% of total costs, energy efficiency could save an 

SME 10% of its total costs which would have a big impact on competitiveness. 

The exact scope and target for BSO will be determined following the needs assessment in each country 

but potentially all firms of a reasonable size will require some BDS. 

BUSINESS LINKAGES APPROACH 

General description 

Another approach to developing know-how amongst SMEs on AA/DCFTA requirements and compliance 

with EU requirements is to link SMEs with established businesses that already have this knowledge. For 

example, exporters to the EU based in Ukraine already comply with large parts of the acquis and could 

provide the necessary information, knowledge and know-how regarding changing and adapting business 

to comply. Typically these will be larger firms. Similarly, firms based in the EU will already comply with 

the requirements by default, and have expertise that can potentially be tapped into. Therefore activities 

will be planned to connect businesses, usually within the same sectors. The difficulty always is to 

encourage cooperation amongst business which are naturally suspicious of each other and fear 

competition. However, success can be achieved for example when sub-assembly producers gain 

knowledge from their larger manufacturing customers which have already gone through the compliance 

process, or from companies selling non-competing products but from the same product cluster or to the 

same types of customers. 

Through the development of matchmaking databases, networking events and exchange programmes, 

SMEs can be matched with other firms that can assist and guide them.  

Activities 

 Building sector trade associations: In all countries, there is a lack of sector trade associations 

specialising in representing both the interests of its members and supporting and developing 

products, quality, standards and competitiveness at a product level. The role of sector 

associations in the EU is vital in ensuring compliance with EU technical requirements and other 

legislation. There are more than 5,600 sector trade associations providing compliance support, 

know how and training. In the 3 countries, either new associations could be developed with 

appropriate funding and resource capacity, existing associations could be capacitated or 

alternative bodies (such as Chambers of Commerce) could be encouraged to develop 

product/sector units within the larger organisation. To develop and capacitate sector 

representative bodies, wider assistance may be required in terms of objectives, membership, 

services, sustainability and representation. Once existing or newly developed bodies are 

brought up to appropriate standards, they would benefit from support to provide reliable 

AA/DCFTA services to meet their members’ needs. 

 Utilising Knowledge from EU Sector Trade Associations: EU sector trade associations have 

already established training, guides on best practice, advisory notes on technologies, processes 

and problem solving regarding compliance with EU rules. Moreover, their members have put 

compliance in practice. Therefore, establishing MoUs with priority trade associations in the EU 

could gain access to a bank of knowledge and assistance. This could be encouraged at a 

government level seeking out MoUs with associations or association to association with 

affiliation between e.g. a Ukrainian body and the appropriate EU association. Such an approach 

was undertaken on a sectoral basis in Poland prior to Accession to the EU through numerous 

                                                                    
39 UNIDO (2010) Global Energy Efficiency Benchmarking   



80 

technical assistance projects including the Polish Automotive Sector supporting a combination 

of advice to companies and support and development matching the Polish Automotive 

Association with associations in Germany, France and United Kingdom. 

 Business Angels: These are successful firms within a sector who are willing, on a voluntary 

basis, to advise and support other businesses within the same or related sectors. Usually this 

involves identification and training of angels, matchmaking services to match to local firms and 

events (dinners, awards, business lunches and case studies). The motivation is credibility, 

corporate social responsibility and national status. FIs, large corporations, foreign government 

embassies and national government could facilitate events and sponsorships in order to build 

the necessary infrastructure for business angels. Such an approach was adopted in Croatia in 

2008, with the Croatia Business Angels Network (CRANE) was used to help take advantage of 

the opportunities and ensure compliance with the Single European Market (business angels 

included those from Croatia and the EU). 

 Supply Chain Approach: Producers that comply with legislation (especially food product 

exporters to the EU) have to ensure suppliers meet rigorous standards. For example, one of the 

large chicken exporters in Ukraine sources chickens not only from its own facilities, put 

approved outsourced farms to which it provides support in compliance with requirements. 

Models such as these can be developed whereby the chain leader provides necessary assistance 

in all aspects of compliance and provides services to its suppliers. It can provide know how, but 

also cost effective services (for example, testing of 20 farms’ production from the chain leader is 

more cost effective to the leader as well as supplier farms). Models and guidance manuals and 

best practise can be developed and encouraged in a sector by sector basis. For example, The 

European Agency for Safety and Health at Work explicitly promotes and uses supply chain 

approaches in promoting EU occupational safety and health through the supply chain40 

Implementation Partners 

Building alliances, trade associations, business angels and a supply chain requires detachment from the 

business sector and a degree of independence. Therefore, for these programmes, the natural partner 

would be government Ministerial level in each country – Ministries of Economy. 

Impact 

In order for these linkages to be successful, there needs to be a matchmaking that relies on large numbers 

of entities to match up. This means that the sectors to be targeted in each country have to be large enough 

to make the formation of associations sustainable; there need to be enough large successful firms to 

identify angels (usually a small percentage) with enough smaller entities and to justify any costs by EU 

associations. Therefore, the focus of such activities should be in sectors with a large number of SMEs in 

each country. 

Based on an analysis of the major sectors in each country, accounting for more than three quarters of 

manufacturing SMEs, the following tables identify those sectors with largest number of SMEs and 

potential for collaboration: 

  

                                                                    
40 https://osha.europa.eu/en/publications/literature_reviews/promoting-occupational-safety-and-health-

through-the-supply-chain 
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Table 57: Major SME sectors in Georgia 

Significant Sub-sectors Value of SME 
production  

€ m 

Number of SMEs 

AGRICULTURE na 532 

TOTAL MANUFACTURING 2,600 5,660 

- of which 22179.6 4161 (74%) 

-- Manufacture of food products, beverages and tobacco 125.1 1,928 

-- Manufacture of other non-metallic mineral products 49.4 654 

-- Manufacture of pulp, paper and paper products; publishing and 
printing 

34.4 485 

--Manufacture of rubber and plastic products 31.0 454 

--Manufacture of basic metals and fabricated metal products 16.7 310 

-- Manufacture of chemicals, chemical products and man-made 
fibres 

11070 127 

-- Manufacture of machinery and equipment n.e.c. 16.0 117 

-- Manufacture of electrical and optical equipment 10837 86 

Table 58: Major SME sectors in Moldova 

Significant Sub-sectors Value of SME 
production  

€ m 

Number of SMEs 

AGRICULTURE 306.1 2453 

TOTAL MANUFACTURING 612 4857 

- of which 481 3650 (75%) 

-- Food and beverage industries 196.06 1100 

-- Manufacture of wearing apparel; leather footwear and textiles 60.44 514 

-- Manufacture of rubber and plastic products 55.75 380 

-- Manufacture of fabricated metal except machinery and 
equipment 

55.25 465 

-- Printing publishing and reproduction of informative materials 44.85 590 

-- Manufacture of non-metallic mineral products 39.72 407 

-- Manufacture of machinery and equipment 
29.66 194 

Table 59: Major SME sectors in Ukraine 

Significant Sub-sectors Value of SME 
production  

€ m 

Number of SMEs 

AGRICULTURE  49,939 

TOTAL MANUFACTURING 10500 49,304 

- of which 7812 42,898 (87%) 

-- Food and beverage industries 6957 32,593  

-- Chemicals 172 2156 

-- Manufacture of machinery and equipment 357 4508 

-- Textile Industry 75 1000 

-- Furniture production 54 500 

-- Electronic and optical devices 62 500 

-- Manufacture of rubber and plastic products 64 735 

-- Manufacture of fabricated metal products excl. machinery & 
equipment 

71 
906 

ESTABLISHMENT OF NATIONAL AA/DCFTA CENTRE (CREATOR AND KEEPER OF KNOWLEDGE) 

General description 

It is important that with so many different activities and information sources, a databank of accurate 

verified information is built that can act as a reliable reference point for SMEs and BSOs alike. It will be 

necessary for the central unit to collect, validate, catalogue and make available all necessary information. 

The unit will also need to develop and build relationships with other providers of information across 

government MDAs as well as the private sector. It would also link into international sources of 

information. 
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Activities 

 Helpdesk and webpage: A web portal and manned helpdesk should be established with 

qualified persons to answer general queries and point towards any necessary further 

assistance. In order to do this, the helpdesk will develop a database of BDS providers, support 

projects and other key national contacts. Moreover, it will act as a repository for all information 

on AA/DCFTA proactively searching, and researching, on AA/DCFTA issues in relation to SMEs. 

This single source will avoid duplication and increase access to information already available 

(for example, in Ukraine there is the US Aid HACCP Guidebook for Meat Processing Plants). 

 Translate DG Trade Export Helpdesk: A key barrier to compliance, as well as export, is 

language. A good source of information on the rules, entry conditions and requirements by 

product is provided by the DG Trade online. Even for those not wanting to export it, it provides 

information on market requirements for SPS and technical regulations. It used to be available in 

Russian language making in more accessible to firms in the 3 countries but is no longer. 

Therefore, making this available in the national languages or Russian would facilitate greatly 

access to needed information. It is noted that DG Trade has made available to each country, the 

last version of the Helpdesk in Russian. However, this is several years old, in PDF and given the 

dynamic nature of trade regulations in the EU, does not provide up to date information. 

Implementation Partners 

Given this is a coordination role, this is the responsibility of government. Therefore, government at a 

Ministerial level in each country should take responsibility, that is, Ministries of Economy. 

Impact 

The impact would be to ensure the availability and quality of information and knowledge of the 

AA/DCFTA in each of the three countries for all business and BSOs. The use of facilities (requests for 

information, website hits, requests for information from BSOs) would be used as indicators. 

5.3 Strategy 3: Investment Finance 

INTRODUCTION 

Overall objective  

The changes that will occur as a result of implementation of the AA/DCFTA, as well as taking advantage of 

the opportunities, will require investments. However, not all these changes will affect all businesses, not 

all will apply to all sectors and not all will require financial investment. Therefore, the objective of the 

AA/DCFTA financial strategy is to fund activities and investments targeted to those enterprises that will 

be most affected so as to enable them to comply and take advantage. These recommendations relate 

exclusively to the financing needs for compliance with AA/DCFTA requirements. However, as detailed in 

the analysis, there are a number of underlying access to finance issues that need to be addressed in 

parallel including financial literacy, systems for realisation of collateral, cost of finance, effects of 

devaluation (recapitalisation of banks in Ukraine) and local currency lending, amongst others. Without 

such actions, the reach and effect of these other suggestions will be limited (for example, access to finance 

is limited by financial literacy of SMEs, so unless this is addressed, SMEs will not be able to access the 

suggested facilities). 

Specific objective 

The general approach to providing finance to SMEs to assist in compliance with the requirements arising 

from national implementation of the AA/DCFTA in Georgia, Moldova and Ukraine must have the following 

considerations: 

 SMEs in each country need investment for upgrading to meet market requirements and to ensure 

competitiveness. Whilst this investment is needed, it is not necessarily linked to the needs arising 
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from compliance with the rules to be adopted as a result of the AA/DCFTA. Therefore, it is 

important that the facilities offered provide a direct link to effects of AA/DCFTA compliance. 

 It should be recognised that the focus should not just be on compliance but for taking advantage 

of the resulting opportunities. So although existing exporters already comply with the EU acquis, 

facilities should also be made available to potential exporters to the EU.. Therefore, the principle 

focus should be on SMEs supplying structured domestic markets and potential exporters. 

Summary Recommendations 

In order to achieve these objectives, the following programmes could be developed in each country: 

 Credit Lines for compliance with technical regulations and SPS measures 

 Credit Lines for Approved Technologies for transport, energy efficiency and environmental 

protection 

 Credit Lines for Equipment for testing 

CREDIT LINES FOR COMPLIANCE WITH TECHNICAL REGULATIONS AND SPS MEASURES  

General description 

Investment requirements for compliance with technical regulations and SPS measures will depend 

specifically on products produced and therefore, it is essential that any funding is conditional on 

assessment of an accepted technical plan/strategy that will explicitly define the investment needs for 

compliance with AA/DCFTA. 

According to the survey of SMEs, only 35% of SMEs in Georgia, 9% in Moldova and 25% in Ukraine stated 

that they understood the investment requirements under the AA/DCFTA. Moreover, since this is based on 

their own judgements, it is likely that the number actually understanding the requirements is much 

lower. When asked whether they had access to internal finance to fund such investments only 15% in 

Georgia, 20% in Moldova and 20% in Ukraine stated they could fund such investments. This not only 

clearly shows the need to provide specific credit lines for such investments, but highlights how ideally 

credit should accompany technical assistance as both a pre-condition and precursor to any credit 

decision. However, the delivery of such technical assistance should be sought from BSO provided by 

private sector and/or donor SME programmes.  

Notwithstanding this, loans should be conditional on the applicant enterprise preparing and submitting a 

strategy or plan for compliance with the regulatory requirements under the AA/DCFTA, clearly 

demonstrating how the proposed investments are linked to this compliance. The strategy and plan must 

include specific detail and therefore guidelines will be required. 

It is envisioned that SME credit for investment under this window would follow the following process: 

1. Select appropriate partner banks or apex financial institution for implementation of program 

2. Train partner banks on program 

3. Launch program within partner banks 

4. Prepare guidelines for firms preparing AA/DCFTA compliance strategy 

5. Assess and approve AA/DCFTA compliance strategy/plan by TA expert or expert team; local or 

international team as appropriate but likely international as skills required are not available 

locally and not easily transferred with simple training; however, as each country develops BSO 

and quality infrastructure (such as CABs), then this pool of experts would gradually be national 

or regional. Approvals may come with advice from the technical experts reviewing the firm’s 

AA/DCFTA Compliance Strategy and provide conditions, opinions on the link to EU 

directives/requirements being adopted nationally. 

6. Prepare overall loan application / commitment by SME for AA/DCFTA facility including financial 

and technical applications 

7. Assess and approve project proposal by Bank/Bank Team for eligibility 
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8. For compliant projects, prepare a proper investment plan (financial and operational), including 

financial volume, by firm and loan application 

9. Due diligence /appraisal of loan application by bank 

10. Decision on loan and loan disbursement 

11. Implementation of project 

12. Verification of project implementation 

13. Repayment of loan 

14. If certification to EU-required standards/compliance (by national or internationally approved 

bodies), transformation of part of the loan instalment into grant 

Activities 

 Promotion of the Facility: Given the low level of understanding of the scope and magnitude of the 

changes required under the AA/DCFTA amongst SMEs, also the fact that a pre-condition will be 

the submission of an acceptable compliance strategy, there is a need to heavily promote the 

facility in targeted sectors.  

 Verification of link to AA/DCFTA: The precise investment requirement of an SME to comply with 

national enforcement of the EU business acquis under the AA/DCFTA will depend on a number of 

factors including size of business, current level of technologies and products produced. 

Therefore, it is not possible to list or determine the required technologies and investment. Each 

applicant should prepare a strategy for AA/DCFTA compliance which includes an associated 

investment plan detailing the technologies and equipment and facilities upgrading required for 

compliance. This could be prepared by the firm itself or through technical assistance provided by 

external experts through own resources or donor projects. However, it will be important that 

local banks are able to verify that the plans are related to AA/DCFTA compliance. Therefore, a 

pool of experts will be needed to review each strategy submitted to the banks (according to a set 

of guidelines). Initially this will largely be a pool of international experts as the skills and 

understanding at a sector level will not be available locally. However, over the medium term, as 

countries build the quality infrastructure necessary to comply with the requirements, national 

authorities and BSO providers will acquire the skills. Therefore, over time, the pool of experts 

will gradually include local or regional experts. 

 Credit Lines for compliance with technical regulations and SPS measures: provided through lines 

to banks and apex financial institutions in each country based on design and approval process 

linked to AA/DCFTA. In all country, collaterals are considered one of the biggest problems; in 

order to increase access to finance, it is suggested to allocate money to a Debt Guarantee Fund for 

the AA/DCFTA facility loans, which should guarantee up to 50% of the loan sum to the banks as a 

risk sharing mechanism. In terms of the cost of providing guarantees, current NPL rates of 20% 

for Ukraine and 10% for Moldova and Georgia are used, further assuming 50% of loans to 

Ukraine, providing average take-up of guarantee of 15%.   

 Interest Rebates: Businesses that comply with EU certification/national equivalent shall receive a 

rebate of an average of 6% of the loan; thus if for a 5 year loan, interest accrued amounts to 59% 

of original loan = interest of 1% in each monthly payment. Therefore each monthly payment 

would comprise 1% interest plus 1.7% capital repayment so for 1 quarter rebate, the cost is 5.4% 

(although not all firms would qualify for rebates) 

Implementation Partners 

 EBRD and EIB 

Impact 

Whilst we do not want to exclude any SMEs (for example there are 10 SMEs in Georgia involved in 

medical equipment production and 50 cosmetic SMEs in Ukraine), the likely greatest demand will be from 
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those sectors affected most in each country. For agriculture and agro processing, estimates41 for the three 

countries42 indicate the share of firms that are selling to informal markets who will not have to comply is 

62% in Georgia, 47% in Ukraine and 45% in Moldova 45%,: 

Table 60: Number of SMEs Affected by AA/DCFTA Requiring Investment 

 Georgia Moldova Ukraine 

Agriculture (% of total in 
sector estimated to be in 
formal markets) 

202 (38% of 532) 1,349 (55% of 2,453) 26,468 (53% of 49,939) 

Agro Processors (% of total 
in sector estimated to be in 
formal markets) 

733 (38% of 1,928) 605 (55% of 1,100) 17,274 (53% of 32,593) 

Manufacture of machinery 
and equipment (100% as 
these cannot be selling in 
informal markets) 

117 194 4508 

Electronic and optical 
devices (100% as these 
cannot be selling in informal 
markets) 

86 93 500 

Chemicals (100% as these 
cannot be selling in informal 
markets) 

127 126 2156 

TOTAL 1,265 2,367 50,906 

There are an estimated 55,000 firms in agriculture, agro processors, manufacture of machinery and 

equipment, electronic and optical devices and chemicals operating in formal and structured markets 

(eliminating agriculture and agro processors assumed to be in the informal sector which will not be 

subject to AA/DCFTA compliance). Of these, 20% will have access to their own internal resources to fund 

investment (as reported in the SME survey). This means that the total estimated number of SMEs 

requiring investment will be 44,000. 

It is difficult to estimate the actual level of investments required by product sector, size and current state 

of each firm. Therefore a proxy estimate has to be used. The investment cost of compliance with EU SPS 

requirements was surveyed by the World Bank in India and estimated at US$ 35,000 and US$ 40,000 for a 

meat processor in Morocco. By contrast investment costs for primary producers in agriculture (eg 

vegetable producers) was calculated at US$8,000. Therefore, given 50% of target SMEs are primary 

agriculture and 50% agro processing and manufacturing, an average investment of €20,000 (US$24,000) 

is assumed. This would equate to a total investment requirement across 44,000 firms of €880 million. 

CREDIT LINES FOR APPROVED TECHNOLOGIES FOR TRANSPORT, ENERGY EFFICIENCY AND ENVIRONMENTAL 

PROTECTION 

General description 

A list of technologies that could be funded in order that SMEs can comply with requirements for 

transport, energy efficiency and environmental protection. EU directives on transport, energy efficiency 

and environmental protection (mostly waste) are limited in number and more specific in nature. 

However, they will cut across a number of different sectors and businesses (for example any SME that has 

its own transport for goods).  However, only approximately one third of SMEs surveyed stated they 

understood the requirements for energy efficiency and environmental protection (33% in Georgia, 34% 

in Moldova and 28% in Ukraine) whilst only about one quarter understood the technical requirements 

(25% in Georgia, 27% in Moldova and 26% in Ukraine). 

                                                                    
41 World Bank: Schneider, Buehn, Montenegro (2010): Policy Research Working Paper 5356: Shadow 

Economies All over the World: New Estimates for 162 Countries from 1999 to 2007, pp. 25 Figures are 2007 
except for Moldova which is 2006 

42 These figures somewhat reflect the relative size of the black economy in each country  
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Given the nature of these requirements, it will be possible to develop a list of technology solutions to 

assist in compliance with such regulations43 in each area. The process of would involve: 

1. Analysis of technologies needed for compliance with AA/DCFTA directives in transport, energy 
efficiency and environment (especially related to waste management)  

2. Discussion with leading local companies / organisations and firms / organisations in Member 
States on available equipment and technologies  

3. Listing of equipment and technologies to be subject to finance under DCFTA Facility 
4. Training banks on program 
5. Launching program within banks 
6. Receiving and assessing loan applications for project 
7. Due diligence /appraisal of loan application  
8. Decision on loan and loan disbursement 
9. Implementation of project 
10. Verification of project implementation by local team controlled by international experts 
11. Repayment of loan 
12. If all loan instalments paid in time: transformation of last loan instalment into grant 

Activities 

 Draw-up the list of approved technologies: By going through the EU directives and discussions 

with industry experts, it will be possible to identify technologies and investments that are 

directly related to compliance to AA/DCFTA requirements in transport, energy efficiency and 

environment. 

 Promotion of the Facility: Given the low level of understanding of the requirements, this facility 

may need promotion. However, since manufacturers and local suppliers/distributors of 

equipment have a vested interest (increased sales) in provision of lending, schemes that see such 

firms advertising and bringing customers to the banks could be developed. 

 Credit Lines: provided through lines to banks and apex financial institutions in each country 

based on design and approval process linked to AA/DCFTA. In all three countries, collaterals are 

considered one of the biggest problems; in order to increase the access to finance, it is suggested 

to allocate money to a Debt Guarantee Fund for the AA/DCFTA facility loans, which should 

guarantee up to 50% of the loan sum to the banks as a risk sharing mechanism. In terms of the 

cost of providing guarantees, current NPL rates of 20% for Ukraine and 10% for Moldova and 

Georgia are used, further assuming 50% of loans to Ukraine, providing average take up of 

guarantee of 15%.   

Implementation Partners 

 EBRD and EIB 

Impact 

The potential requirement for investment in transport, energy efficiency and environmental protection is 

difficult to estimate as the number of firms affected is not sector specific, but cross cutting – for example, 

effluent treatment plants may be required across different sectors such as paper, chemicals, 

pharmaceuticals and agro processing, amongst others. On the other hand, the technologies required to 

meet the specific requirements of the relevant directives are clear – for example, the implementation of 

the working hours directive for road transport requires a digital tachograph to EU standards. 

In terms of transport the number of commercial goods vehicles in each country is given in the table 

below. Assuming 50% are in large firms and 50% already have equipment (as they are already working in 

EU countries such as Poland), then the market for road transport equipment can be estimated: 

                                                                    
43 Technologies alone will not confer compliance. For example, tachographs costing €1,000 estimated in 

Georgia are required, but also record keeping, monitoring of results and enforcement of driver limits would 
need to accompany installation of such equipment. According to the UK Road haulage association, working 
time Directive monitored by tachographs result in increase in manpower, ie drivers of 10% - a much higher 
cost than the equipment itself. 
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Table 61: Commercial Vehicle requiring upgrading 

 Total Goods 
Vehicles 

50% in Large 
Enterprises 

50% already 
equipped 

Estimated number 
of vehicles 
requiring 

compliance 
amongst SMEs 

Georgia 135,800 67,900 33,950 33,950 
Moldova44 175,507 87,754 43,877 43,877 
Ukraine45 875,000 437,500 218,750 218,750 
    296,577 

The investment cost for commercial goods vehicles has been estimated in Georgia to be €1,000 per 

vehicle. This seems a reasonable estimate given new vehicles will have speed limiters fitted already and a 

tachograph costs €600 in the UK to supply and fit. Therefore, if applied across the 3 countries, the total 

investment cost in transport would be €1,000 x 297,000 goods vehicles requiring upgrading in SMEs 

which totals €297 mn. 

Energy efficiency – addressed already in SEFF46. 

Environmental waste compliance is likely to be greatest in medium sized firms. Not all medium sized 

firms will require waste management, treatment or similar investments. Assuming 10% of medium 

enterprises will require investment, a total of 27,515 firms across the region will require investment due 

to adoption of EU environmental regulations: 

 Georgia 5,427 

 Moldova  1,538 

 Ukraine 20,550 

Based on World Bank estimates of the cost of effluent treatment plants in the agro processing sector 

(fisheries) of €20,000, total investment needs would total €55 million. 

Therefore, investments in environmental and transport technologies would total €352 million. 

CREDIT LINES FOR TESTING EQUIPMENT :  

General description 

A great part of compliance will involve monitoring and testing of equipment and products. This will need 

to be undertaken by SMEs themselves or business service providers (private sector). Credit lines will be 

taken up for either SMEs themselves, or private BSO to purchase testing equipment necessary for 

compliance. It is possible to develop a list of technologies and testing equipment required. 

A large part of compliance with EU acquis will involve risk assessment, metrology, testing and monitoring 

systems. These will require specialist equipment (for example to measure particles in waste, determine 

residuals of toxins in food and calibrate weighing machines for legal metrology). Such services will either 

be provided in house or by private testing BSOs. Therefore, there will be a need to purchase what is often 

expensive testing equipment. In the survey, on average, less that 20% of SMEs stated they had resources 

to undertake testing/monitoring required by the agreement (17% in Georgia, 14% in Moldova and 28% 

in Ukraine). 

Given the nature of these requirements, it will be possible to develop a list of testing equipment required 

for testing/monitoring of key requirements in each of the key sectors/areas of AA/DCFTA. The process 

would involve: 

                                                                    
44 National Bureau of Statistics: The information is presented without the data from Transnistria (on districts 

from the left side of the river Nistru and municipality Bender) 
45 Acording to UNECE, -http://w3.unece.org/pxweb/quickstatistics/readtable.asp?qs_id=44&lang=1 
46 up to 90% of the loans are provided for EE and renewable energy and we would suggest to include also 

investments in there areas related to AA/DCFTA should be covered by the SEFF 
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1. Analysis of technologies needed for testing/monitoring processes in key sectors (electronics, 

machinery, chemicals, agro-processing) and transport, energy efficiency and environment 

(especially waste management).  

2. Discussion with leading local companies / organisations and firms / organisations in Member 

States on available equipment and technologies  

3. Listing of equipment and technologies to be subject to finance under DCFTA Facility 

4. Launching expression of interests of BSOs and other private entities interested in offering testing 

services and purchasing testing equipment (call for proposal to assess inter alia qualifications 

and financial potential) 

5. Training banks on program 

6. Launching program within banks 

7. Selection of project proposals of BSOs and other private entities  

8. Receiving and assessing loan applications for project 

9. Due diligence / appraisal of loan application  

10. Decision on loan and loan disbursement 

11. Implementation of project 

12. Verification of project implementation 

13. Repayment of loan 

14. If all loan instalments paid in time: transformation of last loan instalment into grant 

Activities 

 Draw-up the list of approved technologies: By working with EU standards bodies, it will be 

possible to identify a list of approved equipment that is required in each country. 

 Promotion of the Facility: Given the low level of understanding of the requirements, this facility 

may need promotion.  

 Credit Lines: provided through lines to banks and apex financial institutions in each country 

based on design and approval process linked to AA/DCFTA. In all country, collaterals are 

considered one of the biggest problems; in order to increase the access to finance, it is suggested 

to allocate money to a Debt Guarantee Fund for the AA/DCFTA facility loans, which should 

guarantee up to 50% of the loan sum to the banks as a risk sharing mechanism. In terms of cost of 

providing guarantees, current NPL rates of 20% for Ukraine and 10% for Moldova and Georgia 

are used, further assuming 50% of loans to Ukraine, providing average take up of guarantee of 

15%.   

Implementation Partners 

 EBRD and EIB 

Impact 

In all the sectors identified previously as being most affected by SPS and technical regulations, there will 

be a need for testing and monitoring and risk assessment. This will require testing equipment. However, 

small and micro enterprises rarely purchase substantial testing equipment so it is expected to be limited 

to medium sized firms. Applying the percentage of medium firms in total SMEs in each country to the 

target sectors, the total potential number of medium firms in most affected sectors total 853: 

Table 62: Estimated firms with requiring testing Equipment for AA/DCFTA compliance  

 Medium sized 
firms 

Total number 
SMEs 

% Medium Number in 
affected 
sectors 

Estimated 
number of 

medium firms 
in affected 

sectors 
Georgia 5,427 55,966 9.7% 1,265 120 
Moldova 1,538 50,900 3.0% 2,367 71 
Ukraine 20,550 1,599,429 1.3% 50,906 662 
     853 
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Assuming all medium sized firms in the greatest affected sectors require testing equipment (less 

assuming that some private sector BSO or private testing or laboratories want to obtain loans for testing 

equipment), and the average cost of equipment is  €76,000 (equipment and facilities for testing under 

HACCP for fish processor is US$93,000 Source: Department of Agriculture and Consumer Economics, 

University of Illinois), then the total requirement for investment in testing equipment for compliance with 

EU acquis would be: €76,000 x 853 = €65 mn. 

5.4 Strategy 4: Supporting Certification and Approvals 

INTRODUCTION 

Overall objective  

Adoption of EU legislation in each of the 3 countries under the AA/DCFTA or compliance with EU 

requirements in order to export, necessitate changes in businesses operations and processes. SMEs will 

not only be required to adapt but must also verify those changes through verification systems such as 

inspection by national authorities or independent certification and approvals. However, the availability 

and cost of certification is often a major constraint to growth and compliance and will be addressed 

within Strategy 4.   

Specific objective 

The specific objectives of this strategy will be: 

 to ensure that certification and approval processes do not become a barrier to compliance with 

national legislation adopted within the context of AA/DCFTA implementation or access to the EU 

market; 

 to reduce the cost of certification for SMEs; 

 to improve access to competitive market for certification and approvals. 

It should be noted that the development of the required quality infrastructure in each country for 

compliance approvals is necessary for implementation of the commitments under the AA/DCFTA. 

However, it is considered that this role will be undertaken within other programmes such as EU legal 

approximation and thematic programmes. Therefore, the activities within this strategy focus on “access” 

to the required quality infrastructure, not creating or strengthening the existing or planned structures. 

Summary Recommendations 

In order to achieve these objectives, the following programmes could be developed in each country: 

1. Financing Certification Costs 

2. Facilitating Access to Certification Bodies 

FINANCING CERTIFICATION COSTS 

General description 

Whilst the majority of certification costs will relate to human and animal health (SPS) and product safety 

(technical regulations for products), other requirements will need certification and approval across 

virtually all areas including energy performance, environmental protection, road safety and health and 

safety at the workplace, and will not only apply to products but to services, production processes, 

workplace environment and buildings. 

A distinction should be made in terms of cost of certification. For a firm to become ready for certification, 

there are costs involved in the preparation process for compliance with the legislation and regulation. For 

example, a World Bank Study47 in Morocco estimated the cost of compliance to EU SPS measures for a 

medium-sized tomato farm of 10 ha, at US$51,000 for initial compliance (buildings, procedures and 

                                                                    
47 http://siteresources.worldbank.org/INTEXPCOMNET/Resources/Morocco_Impact_of_Standards_on_Cost.pdf 
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equipment). In addition, annually recurring costs for monitoring and surveillance (testing certificates) 

and certification of US$20,000. This programme aims to address the recurring costs of certificates and 

certification (that is the US$20,000) rather than initial set up. Initial costs should be addressed through 

lending programmes defined within strategy 3. 

Activities 

 Grants for Certification Costs: To reduce the costs of certification and approvals, especially from 

private sector certification bodies, a grant scheme could be developed to pay a proportion of, or 

all of the costs of certification. Schemes can include grant applications whereby costs can be 

refunded against certain criteria: certification achieved, size of firm, priority sector, certified 

body is accredited etc. In such a scheme both national and international certification bodies can 

be used. However, the costs of administration of such a fund relative to the size of grants may be 

high. Alternatively, a voucher system could be developed providing vouchers to target groups 

that are redeemable through nationally approved bodies. This is especially useful for low cost 

approvals such as vehicle safety checking at approved centres. A third alternative is a programme 

of certification whereby there is a fully funded programme working with selected certification 

bodies to certify SMEs. A combination of these approaches will have to be developed in each 

country based on local conditions.  

 Government Approvals Subsidies: Many approvals will be required from national bodies. For 

these, promotion of a subsidy policy across regulatory bodies could be enacted to ensure that the 

cost of approvals reflects not only the service provided, but the size and strategic objective of 

compliance. Therefore, a sliding scale of fees subsidy in each body should be introduced with free 

certification for micro firms, 75% for small firms and 50% for medium firms. This level of 

subsidy should be reflected in policy so that as service charges change, the rate of subsidisation 

changes accordingly (without this, there is a risk in future review of price structures, fees are 

simply arbitrarily increased). 

 Group Certification: Collective bargaining of groups of firms in the same industry could leverage 

their numbers to negotiate better prices of certification either as informal groups or through 

more formal arrangements. For example, sector trade associations could negotiate with private 

sector certification bodies, discounted rates for members so that proof of membership entitles a 

set % discount on certification. 

 Pre assessment Surveys: Often the cost of certification for a firm is high through failing inspection 

and having to re-test to obtain certification. A system of pre-test surveys could be used 

individually or collectively to help prepare firms for certification and to identify failings that 

should be addressed prior to a higher cost official inspection. This is particularly important 

where certification is required by an international body where costs are high. For example, 

estimates48 for firms in the US to comply with EU SPS requirements, a HACCP survey and 

certification for a firm with 6/7 control points (HACCP strategies are a well known tool for 

ensuring compliance with EU SPS requirements) costs € 16,000 (US$ 19,300) including travel 

within the United States. If a firm were to fail the survey, costs for resurvey would double. 

Therefore, a nationally approved pre-survey could reduce the risk of failure. 

Implementation Partners 

 Chambers of commerce, bi- and multilateral chambers;  

 Sector Associations;  

 All testing bodies, all certification bodies   

                                                                    
48 Department of Agriculture and Consumer Economics at the University of Illinois 
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Impact 

Based on Table 61, there are an estimated 55,000 firms in agriculture, agro processors, manufacture of 

machinery and equipment, electronic and optical devices and chemicals operating in formal and 

structured markets (eliminating agriculture and agro processors assumed to be in the informal sector 

which will not be subject to AA/DCFTA certification). Of these, some SMEs reported access to own 

resources or external finance to fund certification as below: 

Table 63: Number of SMEs Affected by AA/DCFTA Requiring Investment 

 Georgia Moldova Ukraine 

Estimated number of SMEs 
in target sectors 

1,265 2,367 50,906 

Percentage of firms with 
internal resources for 
certification 

17% 14% 28% 

Percentage of firms with 
internal resources for 
certification 

6% 14% 35% 

Total Percentage requiring 
assistance with certification 

77% 72% 37% 

Estimated number of SMEs 
requiring assistance with 
certification 

974 1,700 18,835 

This means that the total estimated number of SMEs requiring support with certification across the 3 

countries is estimated at 21,500. 

By making certification affordable, the rate of compliance with AA/DCFTA will be higher and there will be 

a reduced risk of firms selling to informal markets due to their inability to obtain certification. In addition, 

once firms comply nationally, it becomes easier for firms, especially smaller firms, to explore 

opportunities for exporting to the EU as in many cases, conformity in national markets will automatically 

confer conformity in EU markets under the AA/DCFTA, without further checks, or costs of certification 

(for example, for technical regulations once a ACCA has been concluded).  

FACILITATING ACCESS TO CERTIFICATION BODIES 

General description 

Certification under the AA/DCFTA for both national compliance and access to EU markets must be 

undertaken by accredited bodies. Certification and testing facilities must be specifically accredited for the 

specific requirements within the EU acquis which means that across the thematic requirements in the 

AA/DCFTA, there is a broad range of bodies required. 

For example, for product safety alone, a manufacturer will have to  

1. carry out the conformity assessment – either based on use of harmonised standards or through a 

conformity assessment body 

2. set up the technical file 

3. issue the EC Declaration of Conformity  

4. place CE marking on a product 

However, the coverage of product safety is broad and requires different approvals and accredited bodies 

for confirming conformity: 

 active implantable medical devices 

 appliances burning gaseous fuels 

 cableway installations designed to carry persons 

 eco-design of energy related products 

 electromagnetic compatibility 

 equipment and protective systems intended for use in potentially explosive atmospheres 
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 explosives for civil uses 

 hot-water boilers 

 household refrigerators and freezers 

 in vitro diagnostic medical devices 

 lifts 

 low voltage 

 machinery 

 measuring instruments 

 medical devices 

 noise emission in the environment 

 non-automatic weighing instruments 

 personal protective equipment 

 pressure equipment 

 pyrotechnics 

 radio and telecommunications terminal equipment 

 recreational craft 

 safety of toys 

 simple pressure vessels 

This is simply for product safety. Other certification and testing bodies will be required for other aspects 

of the AA/DCFTA including energy performance, environmental protection, road safety and health and 

safety at the workplace. Given the size of the countries, such accredited bodies may not be available in all 

countries (as it may not represent a viable business for CABs in each country). Moreover, SMEs may not 

know where to identify them, even if they do exist nationally. 

Activities 

 Information Database of Certification bodies/accredited laboratories:  Creation of a portal that 

collects information by thematic area of the AA/DCFTA national, regional and EU bodies for 

certification, together with costs and specific coverage of services. This would include for 

example, the EU NANDO (New Approach Notified and Designated Organisations) database of 

CABs by member state and sector. This database could maintained at a regional level as 

certification bodies from one of the 3 countries could provide cost effective services in another. 

 Networking of certification bodies: Cooperation between certified and testing facilities, especially 

those in the private sector would enhance capacity and potential collaboration, joint venture and 

other opportunities. 

Implementation Partners 

 This should be undertaken at a regional level rather than national level for example by Regional 

Chambers of Commerce. 

Impact 

SMEs in Georgia, Moldova and Ukraine have access to information regarding testing and monitoring 

required under the AA/DCFTA. Given this will be a consolidated listing, it will provide opportunities for 

an assessment of access to the most economical sources, creating a regionally competitive market, 

reducing cost of compliance. 


