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Foreword
This analysis is developed within the EU-funded project “Visibility and communication for actions related to
Association Agreement/ Deep and Comprehensive Free Trade Area (AA/DCFTA) implementation in the framework of the EU-funded assistance programmes”.
The analysis aims at assessing the economic impact after 4 years of AA/DCFTA implementation in the Republic
of Moldova and includes chapters related to the DCFTA impact on exports of goods to the European Union, as
well as data on Moldovan imports from the European Union market. The main objective is to assess and communicate the progress and economic impact of the AA/DCFTA implementation in the Republic of Moldova in
order to stimulate the participation to the full implementation and assimilation of the Free Trade Agreement
with the European Union. Last but not least, the analysis includes a series of relevant information and results on
the impact of the Free Trade Agreement for the entire society of the Republic of Moldova.
The analysis was carried out by a team of experts from Expert-Group, formed of Adrian Lupușor, Executive Director of Expert-Grup and Vadim Gumene, Director of the Program „Trade Policies and DCFTA”. Expert-Grup is an
independent analytical center, specialized in the research in the field of economy and public policies. The core
activities of the center are analyses, economic forecasts and research in the field of public policies.
The analysis sets the base for a communication and public awareness program on the impact of AA/DCFTA implementation in the Republic of Moldova, carried out with the support of the European Union under the “Visibility
and communication for actions related to Association Agreement/ Deep and Comprehensive Free Trade Area
(AA/DCFTA) implementation in the framework of the EU-funded assistance programmes”.
The main objectives of the project refer to the design and implementation of a public awareness program to
promote the benefits of AA/DCFTA, including the dissemination of specific and useful information addressing
the needs of economic agents in all reference areas of the Deep and Comprehensive Free Trade Area (DCFTA)
between the European Union and the Republic of Moldova. The ultimate goal is to support the participation of
the business environment in the full implementation of the agreement.
Within this project were, also, produced a series of information materials addressed to the business environment, large companies and exporters, but also to small and medium enterprises, regarding the requirements of
the European Union market, the steps to be taken and the assistance available for the economic agents from the
Republic of Moldova, in order to fully capitalize all opportunities provided by the Deep and Comprehensive Free
Trade Area (DCFTA).
More information can be found on www.EU4Business.eu/Moldova.
The opinions expressed in this volume are entirely the authors’ own and cannot be attributed to the European
Union.
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Introduction
On 1 September 2014, the Association Agreement between the Republic of Moldova and the European
Union entered into force, on a provisional basis, inclusively the Deep and Comprehensive Free Trade Area
(DCFTA) between both parties has been established. Even if the agreement entered into full force on 1 July
2016, once the ratification procedure was completed by the signatory parties, all DCFTA components started to
take effect on 1 September 2014. In essence, the creation of the DCFTA aimed at removing tariff and non-tariff
barriers to trade between Moldova and the EU, in order to intensify the bilateral trade and economic ties.
Even before the signing of the Association Agreement and the direct creation of the DCFTA, there existed
many expectations, some being optimistic and other pessimistic. Optimistic expectations consisted merely
from the boosting of the trade between Moldova and the EU, which would resulted in the increase of investments, jobs, wages and, finally, an economic growth of about 6.4% . Certain negative effects of the trade liberalization would affected some of the less competitive branches of the agro-industrial sector but would be compensated by the benefits of other industries, the migration of production factors from uncompetitive sectors to
competitive ones, together with the rather generous transition periods, up to 10 years, in order to allow domestic
producers to adapt themselves. At the same time, pessimistic expectations comprised losses for domestic producers as a result of the rapid growth of domestic market with imported EU products, the loss of the CIS market,
the devaluation of the domestic currency and the economic downturn.
After 4 years of DCFTA implementation, it is appropriate to estimate its preliminary impact on Moldova’s
economy. It has been short but sufficient time to understand the preliminary impact of the DCFTA and to test
what expectations have been achieved and what expectations have been proved to be erroneous. This would
allow the Government to understand rigorously how beneficial the DCFTA is and if some adjustments are needed
to prevent potential risks for Moldovan economy in order to make more use of its opportunities. Finally, these
estimates would serve as an important source of information for the media, development partners, EU officials
and the general public regarding the importance of DCFTA for the Moldovan economy. Therefore, the purpose
of this study is to estimate the preliminary impact of DCFTA on bilateral trade between Moldova and the EU, as
well as on Moldovan economy, in general.
Several rigorous analysis tools have been used to assess the impact of DCFTA. In particular, trade flows
between Moldova and the EU were analyzed at the most disaggregated level (9 digits) in order to understand in
detail, the specificity of exports and imports dynamics during this period. Subsequently, econometric techniques were used to delimit the impact of DCFTA on other factors affecting trade (e.g. offer, demand, exchange
rate of the national currency, etc.), fact which allowed the estimation of the net effect of the DCFTA. At the same
time, based on an econometric structural model, it has been estimated the impact of DCFTA on the economic
growth, employment, investment activity and budget revenues - the key macroeconomic variables that can
provide us with a clear picture regarding the impact of DCFTA and its role for the Moldovan economy.

1

Quo Vadis Moldova: European Integration, Eurasian Integration or Status Quo?, Expert-Grup, 2013 https://www.expert-grup.org/media/k2/
attachments/Quo_vadis_Moldova_integrarea_Europeana_integrarea_Euroasiatica_sau_status_quo.pdf
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Executive summary
Against a difficult economic and political background, DCFTA succeeded in generating the first tangible
results, and the EU strengthened its position as the main selling market for Moldova. If we analyze the
period between 2015-2017 (the first 3 complete years of DCFTA implementation) with the similar period prior to
the DCFTA (2012-2014), we notice that exports to the EU registered an upward trend in value terms for the entire
reference period, with a 22% advance. For comparison, exports to CIS during the reference period decreased by
47%, while those with other countries remained relatively constant (+2.7%). At the same time, the EU share in
the total Moldovan exports increased from 53.3% in 2014 to 65.8% in 2017. The trend continued in 2018: after
the first half of the year, exports to the EU increased by 38.1% over the same period last year, with the EU market
accounting for 68.5% of the total Moldovan exports. It is important to note that this development took place on a
rather difficult economic and political background which prevented an even more pronounced growth of exports
to the EU: political crisis, sanctions and reciprocal restrictions imposed by the EU and the Russian Federation, appreciation of the dollar on the international stock exchanges, unfavorable climatic conditions and declining international prices for some products.
The net effect of the DCFTA on the total exports is estimated at around 410 million USD (367 million EUR)
for the period 2015-2017. Econometric estimates show that if we analyze the factors that influenced Moldovan
exports to the EU (inertia of previous years, economic trends in the EU, domestic offer and exchange rate fluctuations
of the national currency) and exclude the effect of DCFTA, these exports could be lower with about 410 million
USD (367 million EUR). Over the same period, the total exports to the EU have increased almost twice (with
about 746 million USD in 2015-2017 compared to 2012-2014). Therefore, a half of the increase in exports to the EU,
in the period under review, was exclusively due to DCFTA - a noticeable effect, given that the estimate is performed
only four years after its implementation and undoubtedly confirms the benefits of the trade liberalization with the
community area.
Contrary to concerns over the negative impact of the DCFTA on the agri-food sector, the biggest benefits of
the liberalization of trade with the EU have been noted in the case of agri-food exports. Although, initially
the main concerns over the impact of DCFTA related to the low level of competitiveness of agri-food goods on
the EU market, we found that the effects of this agreement were greater for agri-food exports (predominantly
oilseeds products and cereals) compared to industrial exports. Thus, during the reference period, the exports of
agri-food products grew by 44%, compared with the 11% increase of industrial exports. The net impact of DCFTA is
estimated to be more noticeable for agri-food exports: 240 million USD (215 million EUR) versus 170 million USD
(152 million EUR). These developments can be explained by the rather high level of liberalization of the trade of
industrial products before the DCFTA, fact which produced marginal effects more noticeable on agri-food exports,
being also explained by the reorientation of many exporters from the CIS market to the EU one.
There can be noticed a certain increase in competitiveness of agri-food exporters on the EU market. Thus,
there has been an increase in the share of agri-food exports in the total EU exports from around 35% in 2014 to
around 40% in 2017, with a 44% increase in exports during 2015-2017 compared to 2012-2014. The most impressive increases have been recorded in the exports to Romania, which is for Moldova also the most important
selling market in the world, including the EU. In addition, a shift in exports from CIS countries to the EU can be
noticed, especially in the case of sunflower seeds, wine and fruits. This reorientation was due, on the one hand,
to restrictions imposed by the Russian Federation and, on the other hand, to the new opportunities offered by
DCFTA.
The increase of agri-food exports to the EU has offset losses on CIS market. Over the period between 20152017, the volume of agri-food exports to the EU increased with about 515 million USD, compensating the 512
million USD reduction in exports of these products to Russia, Belarus and Ukraine. Therefore, the DCFTA allowed
a full compensation for losses caused by Russia’s trade restrictions regarding Moldova, as well as by the armed
conflict in Ukraine and the worsening economic situation in Russia, Ukraine and other CIS countries.
Industrial exports to the EU have also grown steadily, but the growth was less surprising and spectacular
than the agri-industrial one. Exports of these products to EU increased by about 11% over the period under
review and remained concentrated on three areas: cabling, car upholstery and textiles, the highest increases
being characteristics of industries which are managed under lohn (exports of goods manufactured from imported
raw material). However, the exports of industrial products to EU were already relatively advanced and fairly libera
lized compared to the agroindustrial products. Therefore, the DCFTA could not have had a stronger impact on
these exports.
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Fears and speculation over the invasion of EU agri-food goods have been shattered. Thus, the import of
agri-food products from the EU registered a sharp decline immediately after the entry into force of the DCFTA
and subsequent dynamism of thereof, however in the reference period it indicated a decrease of 4%. The increase of imports of non-agricultural products from the EU was influenced, on the one hand, by the needs of the
national industry and, on the other hand, by the diminution of re-exports together with the introduction of
import restrictions by the Russian Federation towards EU. At the same time, the most significant impact was
highlighted by the decrease in international oil prices. Under these circumstances, the EU non-agricultural imports
declined by 15% during the reference period.
During the implementation of DCFTA, domestic products became more competitive on the EU market. In
2015-2017, after the result of the 22% increase in exports to the EU and a 14% decrease in imports (compared to
2012-2014), an essential diminution of the trade imbalance between Moldova and the EU occurred, by reducing
the commercial deficit with 45%. Therefore, during the implementation of DCFTA, domestic products became
more competitive on the EU market, contributing to the growth and diversification of exports, fact which is a
good thing for the dynamic and sustainable economic growth over time.
In addition to the increase in exports, the DCFTA had also deeper macroeconomic implications, boosting
the economic growth, budget revenue, imports, investment, and employment. The DCFTA contribution to
the growth in exports to the EU, estimated at 410 million USD (367 million EUR) in 2015-2017, has generated a
GDP growth by 7% or about 1.5 billion USD (1.3 billion EUR), has increased the investment in fixed capital by
11% or about 360 million USD (320 million EUR), increased budget revenues by 5% or about 400 million USD
(355 million EUR), and growth of employment by 15 thousand people. These positive effects have not been yet
fully materialized and shall be seen in the coming years (estimated by 2020).
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Impact on the export of goods
During the implementation of DCFTA, the total exports of goods followed an upward trend, despite many
internal and external constraints and shocks. In the first year after the entry into force of the DCFTA (2015),
official data showed a downward trend in exports (-2.3%) due to several shocks (political crisis, sanctions and
reciprocal restrictions imposed by the EU and the Russian Federation, appreciation of the dollar on international
stock exchanges, unfavorable climatic conditions and lower international prices for some products). However,
already in 2016, Moldovan exports to the EU have risen, exceeding in 2015 the level by 9.4% and by 6.9% the
level from 2014 (until the establishment of the DCFTA). In 2017, exports registered a new historical record, surpassing the 2014 level by about 28% (Figure 1). This trend continued in 2018: after the first six months, exports
to EU increased by 38.1% over the same period of the last year, with the EU market accounting for 68.5% of
Moldova’s total exports.
The comparative analysis by destination of exports shows a much more stable evolution of them towards
the EU compared to other destinations. If we analyze the period 2015-2017 (the first 3 complete years of
DCFTA implementation) over the similar period prior to DCFTA (2012-2014), we notice that exports to the EU
have seen an upward trend in terms of value for the entire reference period, with an 22% advance. For comparison,
exports to the CIS during the reference period decreased by 47%, while those for other countries remained relatively constant (+2.7%).
Figure 1. Comparative evolution of the exports
of the Republic of Moldova by regions, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

However, the interpretation of data only on the basis of the value developments is insufficient, given the
influence of certain macroeconomic factors that can distort the respective indicators. Among the most
important factors, the sudden devaluation of the national currency in relation to the main reference currencies
and the appreciation of the US dollar against the Euro (Figure 2) can be highlighted. Last but not least, there was
a particular influence on the price decreases for certain products on international markets, which were reflected
in the EU import prices (especially, the industrial ones)2. At the same time, despite the fact that almost 66% of
total exports (in 2017) have as final destination the EU market, where transactions take place in Euro, the official
statistics of the country are conducted in US dollars. Thus, the depreciation of the Euro against the US dollar
(from 1.33 USD per 1 Euro in 2014 to 1.12 USD per 1 Euro in 2017) also contributed to the underestimation of the
external trade data expressed in US dollars.

² Evolution of the EU import price index for industrial products: http://ec.europa.eu/eurostat/statistics-explained/index.php?title=File:EA-19_
Industrial_import_price_indices_total_domestic_and_non-domestic_market_m_ua_01-2005-12_2017.png
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Figure 2. Evolution of the exchange rate of MDL/USD, USD/EUR

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

In quantitative terms, the evolution of exports to the EU was even more spectacular than in terms of value.
The aforementioned factors have determined to some extent the decrease of exports in terms of value, while
the quantitative evolution indicating increases for 80% of total exports to the EU market, during the reference
period, at lower prices. This would be translated into higher quantities exported at lower prices. For this purpose,
further on, can be noticed the upward trend of the physical volume index, despite the decrease, especially in
2017, of the unit value index (Figure 3).
Figure 3. Index of unit value and physical volume index
of goods exported to the EU, modification f-a-p,%

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

At the same time, the structure of exports has also undergone cardinal changes in favor of the EU. On the
one hand, these modifications were determined by increases in terms of value of exports to the EU, on the other
hand, by the unfavorable influence of the restrictive measures applied by the Russian Federation. As a result, the
share of CIS countries in the total country exports declined from 31% in 2014 to 19% in 2017 (Figure 4). However,
it should be noted that the absolute decrease in exports to the Russian Federation was largely due to the dramatic
reduction of re-exports (these are foreign goods that had been previously imported in the country without undergoing major transformations)3. Indeed, in the case of exclusion of re-exports to Russian Federation, which does
not involve any essential contribution to the real sector of the economy, it results that de facto, in 2017, the share
of exports to the EU was over 68% (being higher than the officially stated figure of 65.8%).
3

In 2017, exports of foreign goods to the Russian Federation amounted to 87 million USD (400 million USD in 2013), accounting for about 34% of total
exports to the Russian Federation.
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Figure 4. Moldova’s export shares by group of countries, 2012-2017,%

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics )

A breakdown by country of exports to the EU indicates a positive development for most of the directions.
In fact, exports have increased for all 104 most important EU countries where Moldovan exports arrive. Obviously,
the most important trading partner in this region, but also in general, remains Romania with 37.6% of total EU
exports (or about 24.2% of total exports) during the reference period. Romania is followed by Italy and Germany
with 15.2% and 9.9% respectively of total EU exports (or about 9.8% and 6.4% of total exports respectively) in
the reference period (Figure 5).
Figure 5. The main destinations of Moldovan exports, mil. USD
4

The top 10 destinations comprise about 92%
of the total exports to EU.

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

The largest increases in exports were recorded in the exports to Romania, thanks to agro-food products.
Thus, during the reference period, an increase in exports to Romania (+30%) and Great Britain (+18%) can be
observed, due in large part to the increase of 5 and 3 times respectively in the deliveries of sunflower seeds to
these markets. At the same time, exports to Poland (+9%) recorded a wider diversification, with significant increases in exports of car upholstery, but also apple juice and, for the first time, ethyl alcohol. Exports to Bulgaria
(+75%) had also a positive trend, an advance which was possible as a result of six times increase in exports of
sugar and sunflower seeds, but also due to the emergence of electrical circuits exports which were non-typical
for this destination. On the other hand, the increase in exports to Germany (+28%) was largely due to the increase in re-exports of means of transport. At the same time, during the reference period, exports to Italy were
stable, no developments being recorded.
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Exports of agri-food products to EU
Traditionally, agri-food products represented a relatively small share in the total Moldovan exports on the
EU market. Before DCFTA, agri-food products accounted for about 1/3 of the total exports to the EU. The main
causes refer to tariff barriers (e.g. tariff quota, entry prices, etc.), but especially to non-tariffs that are in line with
the food quality and security standards, the implementation of which is quite problematic for most domestic
producers. In addition, the national food security system is still not fully aligned to the EU rules, fact which does
not allow the EU to accept imports of products of animal origin from Moldova (except for bee honey).
However, the DCFTA serves as the main opportunity window for agri-food exporters. In addition to accessing
the largest market in the world, the EU offers multiple technical and financial support programs for the agri-food
sector (e.g. the creation of the National Food Safety Agency, technical assistance in implementing the DCFTA
provisions in the agri-food sector, support for exporters of agri-food products etc.). Against this background, we
see an increase in the share of agri-food exports of the total exports to the EU from around 35% in 2014 to
around 40% in 2017, with a 44% increase in exports during 2015-2017 compared to 2012- 2014. This dynamic is
a good start for exploring further the DCFTA’s opportunities by agri-food exporters (Figure 6).
Figure 6. Dynamics of the exports to
the EU, mil. USD
Source: Calculation by the author base on UN Comtrade data

The increase in agri-food exports to the EU has offset losses from the CIS market. During the period 2015-2017,
the volume of agri-food exports to the EU increased by about 515 million USD, compensating the decrease of
about 512 million USD in exports of these products to Russia, Belarus and Ukraine (figure 7), the weight of which is
over 90% from total exports to the CIS. Thus, the effects of trade restrictions imposed by Russia, overlapping with
the economic difficulties in this country as well as the economic difficulties in Ukraine, were amortized by the
opening of the Community market within the DCFTA. This allowed the Moldovan economy to be relatively immune
to the negative shocks of these countries and, at the same time, to focus on more stable and prosperous markets.
Figure 7. Dynamics of the exports to
Russia, Belarus and Ukraine, mil. USD
Source: Calculation by the author base on UN Comtrade data
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Exports of agri-food products to EU are dominated by oilseeds and cereal products. Among the main agrifood products exported to the EU are sunflower seeds accounting for 24% of the agri-food exports to EU, these
are exported in proportion of 46% to Romania and 34% to UK. Walnut exports account for 14% of exports of
agri-food products to the EU, the main destinations being France (37%), followed by Germany and Austria with
14% and 12%, respectively. Wheat, in turn, accounts for a 10% share of exports of agri-food products to EU, being
largely delivered to Italy (28%) and Romania (25%) (Figure 8).
Figure 8. The main agro-food products exported to EU, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

Exports of contingent agri-food products to the EU dominate the most dynamic exports. As we can see,
the most dynamic exports were the one of sunflower seeds, which recorded a spectacular increase of 3.1 times
compared to the previous period. At the same time, we note that among the most dynamic exports are also the
ones subject to quotas, which fall under the anti-circumvention mechanism (we will analyze their subsequent
evolution). Also, the evolution of wine exports (+ 42%), the quota for which was canceled, and the exports of
natural honey (2.2 times more), is one of the few products of animal origin admitted for export in the EU (along
with leather and snails) (Figure 9).
Figure 9. The main agri-food products exported to EU
and that registered increases, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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For some agri-food products, the DCFTA has stimulated the reorientation and growth of CIS exports to
the EU. In order to better understand the genesis of these increases, we have analyzed further the products after
a geographic profile, both before and after the DCFTA. Thus, a reorientation can be noticed regarding the exports
from the CIS countries to the EU due to the restrictions imposed by the Russian Federation on the one hand and
the new opportunities offered by the DCFTA, on the other hand. Subsequently, we could say that the most pronounced export migrations in absolute terms occurred in case of sunflower seeds, wine and fruits. We draw the
attention that these increases occurred mainly for products subject to change of the new tariff regime within
DCFTA compared to the previous regime (Autonomous Trade Preferences), in conjunction with the allocation /
supplement of preferential tariff quotas or their annulment as it was the case of grape wine (Figure 10).
Figure 10. The regional development of exports for the main exported
agri-food products to the EU, which increased,%

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

At the same time, there were also decreases in exports to the EU for a range of agri-food products. Thus, the
export of sunflower oil declined with about 22% in the reference period as a result of a 42% decrease in exports to
Italy. Exports of walnuts declined by 4% in the context of decrease of exports to Greece and Spain by 53%. At the
same time, the export of fruit juices registered a decrease of 9% in the context of halving of deliveries to the
German market, although during the last year a rebound was observed, outpacing historical exports, being
more oriented towards the Polish market. It should be noted that for the other categories of agri-food products
the reductions were insignificant (Figure 11).
Figure 11. The main agri-food products exported to the EU,
that registered decreases, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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Despite the exports value reductions of some product categories, in quantitative terms, they have increased. Thus, exports of sunflower seeds and walnuts have declined in terms of value with around 22% and
4%, respectively, while in quantitative terms they recorded increases of 6% and 9%, respectively (during the
reference period there was a decrease in export prices of 27% and 13% respectively, driven by international
price developments for the given products). The same phenomenon was recorded in the case of fruit juices
(more precisely apples), where in quantitative terms there was an increase of 11% despite a decrease of about
9% (in this case the decrease in export prices by 18% was due to the surplus on the European market in the
context of restrictions imposed by the Russian Federation).

Exports of agricultural products subject to annual duty exemption under tariff quotas
From the six products for which tariff quotas are provided (exempt from the payment of entry prices),
only three have been used. Considering that the major difference between the previous trade regime and the
current DCFTA regime was reflected in the contingent agricultural products, it is important to analyze, in particular,
the evolution of these exports. Considering that for objective reasons Moldova’s economic agents cannot export a range of contingent products (such as citrus fruits or animal products etc.), we will focus only on products
eligible for export. The grape quotas were used in a proportion of 100% in 2015-2017 (45% in the first 7 months
of 2018) and the plums from 62% in 2015 and 75% in 2016 to 100% in 2017 (in the first 7 months of 2018, practically no exports were registered since the harvesting period did not begin). At the same time, the quota for
apples was used in a small proportion during the previous years, rising to only 5% in 2017 (in the first 7 months
of 2018 it was used at a rate of 3%, although it should be noted that the harvest period is just at its beginning).
Unfortunately, the other tariff quotas remained untapped (Figure 12).
Figure 12. Capitalization of tariff quotas for agricultural products
exempt from payment of entry prices5, tonnes
5

TRQ – Tariff rate quota

Source: Calculation by Expert-Grup based on EC data

The evolution of exports of agri-food products under quotas denotes their usefulness, although they are
not fully exploited. As the figure above only indicates the capitalization/non-capitalization of tariff quotas, we
proposed ourselves to analyze the evolution of exports of these product groups (at the 9-digit level of the Harmonized System). Thus, we can observe the same positive evolution of exports only for the two categories of products
mentioned above (grapes and plums), which indicates the usefulness of the quotas allocated for the given products
(Figure 13). At the same time, the evolution of apple exports was unsatisfactory until 20176, characterized by stagnation and even diminution over time (although historical exports were also insignificant). Such an evolution could
be explained by the emergence of a surplus on the EU internal market caused by the imposition of restrictions
by the Russian Federation on the import from the EU. As far as the export of tomatoes and garlic is concerned,
they are not among the products massively exported by the Republic of Moldova, both to the EU or other destinations7.

6
7

The EU statistical data related to apple imports from EU do not coincide with the statistical data related to Moldovan exports to the EU.
Tomato exports to CIS countries (Russia and Belarus in particular) are actually re-exports of 90%.
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Figure 13. Evolution of exports to the EU of contingent agricultural products
exempt from the payment of entry prices (at the level of 9 HS data), tonnes

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

The export of agricultural products within the anti-circumvention mechanism indicates an export potential higher than the admissible level. However, unlike the classic tariff quota system, this is more conventional,
fact which has allowed the maximum levels to be exceeded, along with the reasoning that led to increases (such
as better harvesting or increasing the production potential of indigenous economic agents). Thus, in 2017 the
wheat quota was used in the proportion of 794%, of corn -142%, and of barley and sugar in proportion of 172%
and 93%, respectively. The same positive trend can be observed in the first 7 months of 2018, although the harvesting period has just begun (Figure 14).
Figure 14. Capitalization of tariff quotas for agricultural products subject
to anti-circumvention mechanism, tonnes

Source: Calculation by Expert-Grup based on EC data

The evolution of agri-food product exports to EU under the anti-circumvention mechanism was impressive.
Considering that the above figure only indicates that the maximum trigger levels have been reached/nonreached, we proposed ourselves to analyze below the evolution of exports of these product groups (also at the
9-digit level of the Harmonized System). Therefore, analyzing the evolution of exports of agricultural products
that fall under the anti-circumvention system, we can easily ascertain the positive impact of DCFTA on practically
all categories of exported products (Figure 15).
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Figure 15. Evolution of EU exports agricultural products subject to quotas
under the anti-circumvention mechanism (at the 9-digits level HS), tonnes

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

Among the processed agricultural products exported under the anti-circumvention mechanism, the ethyl
alcohol recorded the highest growth. Regarding the utilization of the allocated quotas for processed agricultural products, we draw the attention to the spectacular evolution of exports of products that are included in
the processed cereals category, which was used in proportion of 512% in 2016 and 594% in 2017 (in the first 7
month of 2018 the quota was used at a rate of 234%). In fact, this evolution was due exclusively to exports of
ethyl alcohol as the facilities for producing of a domestic economic agent increased. It should be noted that the
export of this type of product was not recorded in the year prior to DCFTA. In a smaller proportion was utilized
also the quota for corn from 50% in 2015 to 60% and 56% in the years 2016 and 2017, respectively (the first 7
months of 2018 the given contingent was used in a proportion of 12 %), while the quota for processed sugar
remained the least used, from 25% in 2015 to 34% and 37% in the years 2016 and 2017, respectively (the first 7
months of 2018 the given quota was used in proportion of 18%), although it should be noted that this category
of products is not characteristic of the domestic agri-food industry (Figure 16).
Figure 16. Use of tariff quotas for processed agricultural products subject
to anti-circumvention mechanism, tonnes

Source: Calculation by Expert-Grup based on EC data
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The net impact of DCFTA on agri-food exports to EU
The net effect of DCFTA on agri-food exports is estimated at about 240 million USD (215 million EUR). If we
estimate how evolved the agri-food exports to the EU, in the conditions when Moldova did not constitute the
DCFTA with the EU, we find much lower dynamics than the de facto increase of exports in the frame of DCFTA.
We note, in particular, that DCFTA has allowed agri-food exports to recover much more easily after the drought
in 2015 and to better capitalize on the opportunities for growth in the EU in 2016 and 2017. Therefore, if we
compare the value of de facto exports (within DCFTA) with the estimated one, where DCFTA did not exist, we
notice an increase of 240 million USD (215 million EUR) - the net effect of the DCFTA on agri-food exports for the
period 2015-2017 (Figure 17).
Figure 17. The agri-food export to the EU, comparison between de facto
(within DCFTAA) and estimated ones (non-DCFTA), million USD

Source: Calculation by the author based on UN Comtrade date
Note: The data are seasonally adjusted and filtered with Hodrick-Prescott filter (lambda=1) in order to eliminate the irrelevant fluctuations.

Box 1. Methodological note on estimation of the DCFTA net effect on agri-food exports to the EU
The net effect of DCFTA is equal to the difference between the de facto evolution of agri-food exports under the DCFTA during the period
2015-2017 and the projected evolution of the respective exports for the same period. The forecast was based on an econometric model
estimated using the smallest squares method for the period 2010-2014. This allowed the estimation of the evolution of agri-food exports
based on explanatory variables, without including the DCFTA factor in the model to isolate the respective effect. In this respect, the
following model was estimated:
export_agrot=α0+α1 export_agrot-1+α2 export_agrot-2+α3 ipi_germaniat-2+α4 mdlt+α5 mdl2t+e
Where:
export_agrot – of agri-food exports in million USD, series expressed in natural algorithms, seasonally adjusted and filtered with the
filter Hodrick-Prescott (lambda=1);
export_agrot-1și export_agrot-2 – – variable export_agrot, declared with 1 and 2 periods (t-1 and t-2).
ipi_germaniat-2 – index of industrial production in Germany, expressed in growth perspective compared to the same period of the
previous year, series expressed in natural alogorithms, seasonally adjusted and filtered with the filter Hodrick-Prescott (lambda=1), the variable is differed with 2 periods (t-2).
mdlt – official average exchange rate of the Moldovan Leu to the US dollar, series expressed in natural algorithms, filtered with the
filter Hodrick-Prescott (lambda=1).
mdl 2t – variable mdlt raised to square
e – terms of error.
α0 – α5 – coefficients of regression.
All time series have been tested for seasonal effect and, if necessary, seasonally adjusted to eliminate the respective effect. In order to
eliminate excessive and irrelevant fluctuations for the estimation process, all time series were filtered using the Hodrick-Prescott filter
(lambda = 1).
The series have the monthly frequency, the model being estimated for the period 2010-2014, which allowed to work with 60 time series.
The predicted range (out-of-sample) was for 2015-2017. The model has been tested to meet all assumptions based on the smallest square method: the error distribution is normal; the average error is zero and the dynamics is equivalent to white noise. At the same time,
heteroscleasticity, collinearity and endogeneity were not detected. These tests allowed the estimation of a robust model from statistical
point of view and of a reliable model from a predictive point of view.
The results of the estimation reveal that the EU’s agri-food exports are influenced by a strong inertial effect (the dynamics of the previous
periods influence future dynamics, are positively influenced by the dynamics of industrial production in Germany (this also determines
the overall economic situation in the EU) , the effects are visible, on average, over 2 months, and are influenced in a non-linear manner
by the exchange rate fluctuations (in conditions of moderate depreciation, exports increased, but in declining periods, exports decrease,
a fact reflected by the negative coefficient related to the exchange rate). The regression and forecast results are presented in Annex A.
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Exports of non-agricultural products of the Republic of Moldova to the EU
Exports of non-agricultural products to the EU were largely influenced by developments on foreign markets. Exports of non-agricultural products took place in the conditions of a slowdown in the activity of some
sectors of the EU industry, including direct beneficiaries of the main product categories exported by the Republic
of Moldova, as well as the decrease in import prices for these products. Even in these conditions, the export of
industrial products to EU registered a positive trend, compared to other destinations, registering an increase of
11% during the reference period, and expressed in quantitative terms, they registered increases for 69% of the
export’s categories at the level of tariff group.
Figure 18. Compared evolution of exports of non-agricultural products
per regions, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

Exports of non-agricultural products to the EU remain concentrated in three areas: cables, car upholstery
and textiles. Among the main non-agricultural products exported to the EU remain the wires and cables that
account for about 30% of non-agricultural exports to the EU, 89% being exported to Romania. This export is
followed by exports of seats (car upholstery) accounting for 11% of exports of non-agricultural products to the
EU and their main destination being Germany and Poland with 52% and 19%, respectively. The rest of non-agricultural exports is dominated by textile products (clothing and footwear) (Figure 19).
Figure 19. The main non-agricultural products exported to the EU, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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Non-agricultural products that have recorded the highest export growth in absolute terms are characteristic
for lohn industries. Thus, the leaders in the list of exports are wires and cables with a +24% dynamics in the
reference period, followed by the exports of seats (car upholstery) with a positive + 41% dynamics. Although the
group of goods that recorded the highest growth is the one of cars (previously no such transactions were recorded),
they are in fact re-exports of means of transport, which previously were under temporary admission. Also, exports of other manufactured articles, electrical transformers and devices for circuit connection are actually
re-exports (Figure 20).
Figure 20. The main non-agricultural products exported to the EU
that registered increases, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

The top non-agricultural product categories with the largest export declines in the EU are dominated by
those in the textile industry (clothing, footwear and suitcases). At the same time, decreases in the export of
petroleum oils, copper waste and water heaters can be explained by reduction of re-exports. The reduction to
zero of toilet paper exports (which are in fact re-exports to Lithuania) is due to the exclusion of the tariff heading,
which occurred together with the approval of the new Combined Nomenclature of Goods. Unfortunately, the
export of electricity meters diminished by 22% as a result of reduced deliveries to Latvia (Figure 21).
Figure 21. The main non-agricultural products exported to EU
and that registered decreases, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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The DCFTA net impact on exports of industrial products to EU
The net effect of the DCFTA on agri-food exports is estimated at around USD 170 million (152 million EUR).
The analysis of the estimated dynamics of industrial exports to the EU in the absence of the DCFTA denotes a
practically insignificant difference for 2015 and the half of 2016 compared to de facto developments. This shows
that the respective exports would have increased regardless of the DCFTA, fact explained by the already liberalized
regime of the trade for industrial products between Moldova and the EU. However, starting with the second half
of 2016, and especially in 2017, there can be observed an almost logarithmic growth in the difference between
the de facto exports (with DCFTA) and without DCFTA. The explanation is mainly related to the effects of investments in the automotive sector, alongside the improvement of the economic situation in the EU (especially in
Romania). Thus, if Moldova was not to form the DCFTA with the EU, the volume of investments in the industrial
sector would have been much lower, which would not have allowed the economy to capitalize on the opportunities
offered by the favorable economic situation in the EU. As a result, the industrial exports in the frame of DCFTA are
about 170 million USD (152 million EUR) higher than the estimated exports for the situation when Moldova
would not have benefited from this agreement, this increase being a net effect of the DCFTA (Figure 22).
Figure 22. Evolution of industrial exports to EU, comparation between
the de facto (with DCFTA) and the situation without DCFTA, millions USD

Source Calculation by author based on UN Comtrade data
Note: The data are seasonally adjusted and filtered with Hodrick-Prescott filter(lambda=1)to eliminate irrelevant fluctuations

Box 2. Methodological note on estimating the net effect of DCFTA on industrial exports to the EU
The net effect of the DCFTA is equal to the difference between the de facto evolution of industrial exports within the DCFTA during the period
2015-2017 and the forecasted evolution of those exports for the same period. The forecast was based on an econometric model estimated using
the smallest squares method for the period 2010-2014. This allowed the estimation of the evolution of industrial exports based on explanatory
variables, without including the DCFTA factor in the model to isolate the respective effect. In this respect, the following model was estimated:
export_indt=α0+α1 export_indt-1+α2 export_indt-2+α3 ipi_romaniat+α4 export_ind_csit+e
Where:
export_indt – volume of industrial exports to EU in milions USD, series expressed in natural algorithms, seasonlly adapted and filtred
with Hodrick-Prescott filter (lambda=1);
export_indt-1și export_indt-2 – variable export_indt, differed with 1 and 2 periods (t-1 and t-2).
ipi_romaniat – index of industrial production from Romania, having a upwards trend compared to the same period of the previous
year, series seasonly adjusted and filtred Hodrick-Prescott filter (lambda=1).
export_ind_csit – volume of industrial exports in Russia, Ukraine and Belarus, in million USD, series seasonly adjusted and filtred
Hodrick-Prescott filter (lambda=1).
e – terms of error.
α0 – α5 – regression coeficient.
All time series have been tested for seasonal effect and, if necessary, seasonally adjusted to eliminate the respective effect. In order to eliminate
excessive and irrelevant fluctuations for the estimation process, all time series were filtered using the Hodrick-Prescott filter (lambda = 1).
The series have the monthly frequency, the model being estimated for the period 2010-2014, which allowed to work with 60 time series.
The forecasted range (out-of-sample) was for 2015-2017. The model has been tested to meet all assumptions based on the smallest square method: the error distribution is normal, the average error is zero and the dynamics is equivalent to white noise. At the same time,
heteroscleasticity, collinearity and endogenity were not detected. These tests allowed the estimation of a robust model from statistical
point of view and reliable moldel from a predictive point of view.
The results of the estimation show that the industrial and agro-food exports to the EU are influenced by a strong inertial effect (the dynamics
of previous periods are influencing the future dynamics), are positively influenced by the dynamics of industrial production in Romania
(which is the main destination of industrial exports in the EU), and are positively influenced by the evolution of industrial exports to the CIS.
The latter shows that industrial exports to the EU are not competing, but complementary to those to the CIS, the growth being determined
by the domestic supply (internal economic and industrial dynamics). The regression and forecast results are presented in Appendix B.
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Moldovan imports of agri-food products from EU
Despite many fears and speculation related to the invasion of EU agri-food goods, the picture does not
indicate such an evolution. Thus, imports of agri-food products from the EU registered a sharp decrease immediately after the entry into force of the DCFTA and their subsequent dynamism, although the reference period
indicates a decrease of 4% (Figure 23).
Figure 23. Comparative evolution of imports
of the agri-food products per regions, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

Imports of the main agri-food products from EU have mixed trends, being very diversified. Thus, in the
first place in the top of imports are food preparations not covered elsewhere, which account for about 5% of the
EU’s food imports, imported in proportion of 25% from Germany and 16% from Romania (the disaggregation
does not allow the exact understanding of the content of this tariff group, but includes: biologically active additives, food additives, spreads, jellies, etc.). On the second and third place with the same share of 5% is placed the
import of sunflower seeds for sowing, as well as preparations for animal feeding, the main import sources being
Hungary (37%), followed by Denmark and Germany, with 18% and 14%, respectively (Figure 24). Import trends
for other product categories will be analyzed below.
Figure 24. The main agri-food products imported from EU, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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There was no explosion of imports of EU food products. Thus, in the perspective of expectations regarding
the „invasion” of EU products on Moldovan market, we will analyze further in detail the imports of the agri-food
products which registered an upward trend during the reference period (Figure 25).
▪

The most dynamic imports were those resulting from the extraction of soybean oil, which rose 17.8 times
during the reference period, originating from Romania (though previously imports of these products were
not substantial).

▪

As regards the positive evolutions of imports of sunflower and corn (79% and 42% respectively), they were
determined by imports of seeds for sowing for the improvement of phytotechnical sector.

▪

Regarding the EU milk and cream imports, they recorded an increase of 2.7 times during the reference period.
However, the upward trend was due exclusively to the import of bulk milk by a domestic company specialized
in milk processing and dairy production. Thus, the company has expanded its milk production facilities in
Romania in order to ensure raw material needs taken into consideration the steady decline of livestock in
our country.

▪

As for the import of beer, it registered a positive dynamic of almost 2.9 times in the conditions of elimination of
import duties. However, it should be noted that imports are lower than imports from other regions, accounting
for 39% (for comparison: CIS - 60%). Similarly, cigarettes imports increased with about 56%, although they
had a total import share of only 9% in the reference period.

▪

Imports of sugar increased by 57% in the reference period, following the increase in deliveries from Poland
(reaching the level of imports from the CIS). However, these imports are rather logistical transactions by
transnational companies operating both in the EU and in the Republic of Moldova.

▪

While the increase in poultry meat imports by 57% during the reference period can be attributed to the
indirect effect of the surplus of these products on the EU internal market in the context of Russian trade
restrictions imposed on them, especially considering the origin of the given imports (Poland).

▪

As for the import of walnuts that increased by 30%, these are in fact re-exports of the products imported,
under suspension regime, for subsequent husking and delivery to buyers, using cheap labor.

Figure 25. The main agri-food products imported from EU
that registered increases, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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Decreases in imports of agri-food products were determined by reduction of re-exports. This phenomenon
persists in the case of undenatured ethyl alcohol (strong alcoholic beverages), the import of which decreased by
57% during the reference period, however these were in fact re-exports (for duty free stores). The following decreasing imports were apricots, cherries, peaches, etc., as well as other fresh fruit (berries) which practically
reached zero, these in fact constituted products characteristic for re-export to Russian Federation (reduction
due to the imposition of import restrictions by the Russian Federation on EU). Also, imports of malt have been
reduced to zero, with decreases in deliveries from the Czech Republic and Slovakia. Unfortunately, there have
been substantial reductions in the import of live plants and cuttings as well as seeds and fruits intended for
sowing, but also there was a decrease of poultry for the needs of the poultry sector (Figure 26).
Figure 26. The main imported agri-food products imported from the EU,
which decreased, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

Imports of agricultural products subject to annual duty exemption
within the EU tariff quotas
Out of the six EU import quotas, overruns for four of these were registered. As the products subject to tariff
quotas have the most restrictive import regime from EU (under tariff aspect) in the Republic of Moldova, the
analysis of their evolution is relevant. Thus, six tariff quotas were introduced under the DCFTA for the import of
certain categories of agri-food products from the EU, considering their sensitiveness for domestic producers
(Figure 27). From these products, over the past few years, an exceeding of limits set for four categories can be
noted: pig meat, chicken meat, dairy products and sugar. Imports of products falling under the other two categories of products did not reached the required limits.
Figure 27. Evolution of imports in the Republic of Moldova of agricultural
products subject to quotas, exempt from customs duties
(at the level of 9 digits HS), thousand tonnes.

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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During the first years, the import quota for pig meat was not fully used, although the historical data on
imports actually indicates that it reached its upper limit. Thus, by 2015 there were registered imports of
3572 tonnes, and in 2016 occurred a moderation of this dynamics - with imports of only 2884 tonnes, of a contingent of 4000 tonnes and only in the last analyzed year have exceeded the given quota (with 5514 tonnes). At the
same time, in relative terms we observe a concentration of imports in the EU direction, when in the last 3 years
they accounted for about 94% of the total imports of pig meat.
The import quota for chicken meat was used during all the years prior to the entry into force of the DCFTA.
Thus, in 2015 imports of 4580 tonnes were registered, and in 2016 they cooled down to 4,012 tonnes in order to
reach in 2017 a massive import of 5307 tonnes, out of a total quota of 4000 tonnes. However, in relative terms,
we see a steady evolution when the share of EU imports accounted for around 30% of total imports of chicken
meat over the past 3 years.
Imports of dairy products exceed largely the volume of the quota of 1000 tonnes, where the tariff policy
is not a barrier to market penetration. Moreover, in addition to the 1,000 tonnes quota available under the
DCFTA, there is a preferential quota for bulk milk imports of 5000 tonnes under the MFN (allocated as of 2015).
Thus, in 2015 there were imports of 2234 tonnes, and already in 2016, an increase of up to 8010 tonnes and an
increase of up to 19335 tonnes in 2017 occured. At the same time, in relative terms we observe a concentration of
imports from EU, when in 2015 they accounted for 39%, and in 2017 - about 80% of total dairy imports. However,
it should be borne in mind that most of these imports are bulk milk used by national processors (90% in 2017)
and not finished products that would compete directly with domestic products.
The evolution of sugar imports corroborates with the economic interests of international corporations
operating on both markets. Thus, looking at the evolution of EU sugar imports, we note that it exceeds the
quota volume of 5400 tonnes . Therefore, between 2014 and 2015, imports of 6298 tonnes and 8095 tonnes
were recorded, and already in 2016 and 2017 there was an increase of up to 16279 tonnes and 14352 tonnes,
respectively. At the same time, in relative terms the import was also not constant, if in 2015 the imports were
originated entirely from the EU, in 2017 they accounted for only 30% of the total imports (more exactly Poland
and the Czech Republic). Anyway, the evolution of sugar imports is rather the net result of developments on
sugar markets in the region (including the economic interests of international corporations active in the field).

8

However, it should be noted that, in addition to the 5 400 tonnes quota available under the DCFTA, there is a preferential quota (with a 10% duty rate)
on imports of sugar under the WTO in the amount of 1000 tonnes (after the FIFO principle) and 5500 tonnes (allocated only to the EU). Therefore, EU
imports can be made by using these preferential quotas under the DCFTA and the WTO.
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Imports of non-agricultural products from EU
Imports of non-agricultural products from the EU were largely marked by the reduction related to the
re-export phenomenon and the price of oil products. The evolution of imports of non-agricultural products
from the EU was influenced, on the one hand, by the needs of the national industry and, on the other hand, by
the decrease of re-exports with the introduction of import restrictions by the Russian Federation towards EU. At
the same time, the most significant impact was the decrease in international oil prices. Under these circumstances, EU non-agricultural imports declined by 15% during the reference period (Figure 28).
Figure 28. Comparative evolution of non-agricultural products per regions,
thousand mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

Imports of non-agricultural products continue to be dominated by petroleum products and raw material
for lohn industries. Thus, the most important non-agricultural products are petroleum oils, accounting for 17%
of the total EU non-agricultural imports, the main source being Romania (91%). These imports are followed by
imports of medical drugs, which account for 7% of the total non-agricultural imports from the EU, being imported
from Italy, Germany, Hungary, France, Slovenia (22%, 15%, 11%, 11% ). An important share, of 4%, have the cars
imported from Germany (37%), UK (21%) and the Czech Republic (17%). At the same time, the structure of the
main non-agricultural imports denotes the needs of the national industry, especially the one specialized in the
execution of cable circuits (insulated wires, copper wires, insulating parts, connecting equipment, etc.), but also
in the context of the agricultural sector (insecticides, etc.) (Figure 29).
Figure 29. The main non-agriculture products imported from EU, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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The increase of the capacities of automotive component suppliers has led to increases in the import of
non-agricultural products. Thus, the most dynamic imports were copper wires, which grew by 3.6 times during
the reference period and were used exclusively in the electrical circuits industry as well as parts for the technical
items, which increased by 2.6 times. Similarly, we could mention the increase in leather imports of 3.4 times
during the reference period, as well as synthetic leather +40%, used by the automotive upholstery industry.
We could also mention the increase in imports of various plastic products, as well as of velvet materials, also
used by the mentioned industry. As regards the substantial upgrade (from zero) of imports of sanitary ware, this
was due to the approval of the new Combined Nomenclature and the emergence of a new headings which
previously did not existed (Figure 30).
Figure 30. The main non-agricultural products from EU
that registered increases, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)

Imports for a range of non-agricultural products have registered decreases in terms of value, although in
quantitative terms some categories increased. Thus, the import of oils from petrol in terms of value decreased
by 22% over the reference period, while in quantitative terms there was an increase, all this being achieved
against the backdrop of the fall in international prices for the product categories.
The fall in imports for a range of non-agricultural products is due to a steady decrease in re-exports to
the Russian market, including in the context of the Russian Federation’s restrictions on import from EU.
Thus, imports of medicines (-18%), hair care products (-56%) and furniture (-49%) decreased during the reference
period as a result of the decrease in re-exports to this destination. Regarding the significant reduction in imports
of toiletries and garment patterns, this was due to the approval of the new Combined Nomenclature and to the
migration of the given tariff headings. Also, in the context of a reduced demand on the domestic market, imports
from the EU, both of cars and motor vehicles (-12%), and their parts and accessories decreased (-34%).
Figure 31. The main EU non-agricultural products imported from the EU,
which registered decreases, mil. USD

Source: Calculation by Expert-Grup based on BNS data (National Bureau of Statistics)
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The DCFTA economic impact
The net effect of the DCFTA on exports, which was estimated at about 410 million USD (367 million EUR),
had wider implications for the economy, influencing imports, growth, employment, investments and
budget revenues. Being the most important free trade agreement signed by Moldova, the DCFTA has an important influence on the whole economy, not just on exports. Thus, the modeling of effects, after the increased
exports to the EU by about 410 million USD (367 million EUR) in 2015-2017, reveals important macroeconomic
effects on economic growth, employment, investment, imports and budget revenues. Based on an econometric
model (Annexes A and B), we estimated the respective effects, suggesting that during the analyzed period the
DCFTA already had positive effects on the development of the Moldovan economy.
The DCFTA, in the period 2015-2017, contributed to the GDP growth by about 7% or 1.5 billion USD (1.3
billion EUR). Moldova’s 1% increase in exports to the EU has positive effects on economic growth, with a peak
effect of 0.65% being observed after 12 quarters. As a result, the increase in exports to the EU of 410 million USD
(367 million EUR) in 2015-2017, accounting for about 10% of total exports to the EU, generated an impact on
GDP of around 7% or 1.5 billion USD (1.3 billion EUR) compared to the situation of absence of DCFTA. This allowed the dampening of negative shocks on the economic growth in the period under review: the drought in
2015, Russia’s trade restrictions, the banking crisis, the political crisis and others. As a result, Moldova recorded a
moderate reduction of 0.4% in 2015, and a relatively decent growth of 4.5% in 2016 and 2017. Thus, in the absence
of DCFTA, the repercussions of negative shocks would have been much more pronounced. Moreover, given the
time during which the effects of the growth of exports to the EU are translated on GDP growth, we can expect
that these effects are also maintained for 2018-2019 (Figure 32).
Figure 32. The effect of the 1% increase of Moldova’s exports to EU on GDP,
the impulse-response reaction of the autoregressive vector model

Source: Calculation by author

Moldovan exports to the EU are one of the basic factors that determine the long-term economic growth
of the country. A comparative analysis of the main drivers of economic growth denotes the strong and persistent effect of shocks affecting exports to the EU on GDP growth (Figure 33). Thus, if in the first three quarters,
the GDP evolution is determined by the inertial effect (the evolution of GDP in previous periods), starting with
the fourth quarter Moldova’s export growth to the EU exerts the greatest influence on GDP dynamics compared to
other analyzed factors (investments, imports, budget revenues and the number of people employed). In addition,
over time, the effect becomes more and more pronounced. Consequently, exports to the community market
have a strategic and long-term influence on economic growth and development, and any shocks, positive or
negative, will have profound implications for Moldova’s economy.
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Figure 33. Comparative effect of the 1% growth of exports to EU,
imports from EU, budget revenues, investments, employment and on GDP

Source: Calculation by author based on the autoregressive vector model
Note: l_ven – budget revenues; l_pib – PIB-ul; l_ocupati – employed persons; l_inv – investments in fixed capital; l_imp_sa – Moldova’s imports from the EU; l_exp_sa – Moldova’s exports to the EU.

The DCFTA contributed, in the period 2015-2017, to the increase in fixed capital investments by about 11% or
by 360 million USD (320 million EUR). The impact of Moldovan exports to EU on fixed capital investments is
achieved through imports: the increase in exports of 410 million USD (367 million EUR) in 2015-2017 generated an
increase in imports of 7% or about 420 million USD (377 million EUR) (Figure 34) was reflected in the 11% or 360
million USD (320 million EUR) increase of the total fixed capital investment (Figure 35). This reflects the specificity of
Moldovan exports to the EU, most of which are under the lohn regime: import of raw materials, their processing
and export of labor. As a result, the increase in exports automatically implies an increase in imports, the maximum
effect being observed 19 quarters after the shock and, respectively, the investments (the maximum effect of the
growth of imports on investments can be observed 5 months after). Overall, the growth in exports has a delayed
effect on investments. Therefore, most of the effects of the increase in exports to EU with 410 million USD (367
million EUR), resulting from the DCFTA in the period 2015-2017, are yet to materialize by 2020-2021.
Figure 34. The effect of the 1% increase of Moldova’s exports to EU
on the imports from EU, the impulse-response reaction
of the autoregressive vector model

Source: Calculation by author

Figure 35. The effect of the 1% increase of Moldovan imports from EU
on investments in fixed capital, the impulse-response reaction
of the autoregressive vector model

Source: Calculation by author
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The DCFTA contributed, in the period 2015-2017, to an increase of about 5% or about 400 million USD
(355 million EUR) of budget revenues. The increase in exports to the EU generated by the DCFTA between
2015 and 2017 has boosted imports and the economic activity as a whole, which has generated 400 million USD
in addition to the national public budget. This effect has not yet fully materialized, as the maximum impact on
export growth in the EU can be seen over 17 quarters, when exports growth of 1% generates a 0.5% increase in
budget revenues (Figure 36). Therefore, the effects of DCFTA on budget revenues will also be visible in the coming
years and will persist until 2020.
Figure 36. The growth effect of 1% of Moldovan exports to the EU
on the budget revenues, the impulse-response reaction
of the autoregressive vector model

Source: calculation by author

The DCFTA contributed, in the period 2015-2017, to the increase of the employed population by about
1% or 18215 thousand people. The 410 million USD (367 million EUR) increase in exports generated by DCFTA
has generated new jobs or, at least, contributed maintaining the existing ones, against the negative shocks in
the period under review. During 2015-2017At the end of 2017, the number of the employed population was
with 54 thousand people more compared to the situation at the end of 2014 increased by about 505 thousand
people. Therefore, 1/3 4 of this increase is due to the impact of the DCFTA, which materialized relatively quickly:
the biggest impact of the increase in exports to the EU is already achieved in the second quarter, when exports
growth of 1% generated a 0.13% increase in the number of the employed population (Figure 37).
Figure 37. The effect of the 1% increase of Moldovan exports to the EU
on the employed population, the impulse-response reaction
of the autoregressive vector model

Source: Calculation by author
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Conclusions
Despite the difficult economic and political circumstances during the first years of DCFTA implementation,
we notice the first obvious positive effects. In the period 2015-2017, Moldova’s exports to the EU increased
by 22% compared with 2012-2014 and imports decreased by 14% over the same period (contrary to the fears of
a possible abundance of imported products from the EU). This allowed the essential mitigation of the imbalance
in the trade between Moldova and the EU, reducing the trade balance deficit by 45% during the reference period.
Therefore, during the implementation of DCFTA, domestic products become more competitive on the EU market,
contributing to the growth and diversification of exports, which is a good thing for dynamics and sustainable
economic growth over time.
If we analyze the net impact of DCFTA, we find that it has pushed Moldovan exports forward by about
410 million USD (367 million EUR) between 2015-2017. If Moldova did not establish the DCFTA with the EU,
its exports could have been lower with around 410 million USD (367 million), which confirms the benefits of the
liberalization of trade with the EU. It is true that the total exports to EU over the same period of time have increased
twice (by about 746 million USD compared to 2012-2014). However, it would not be right to fully attribute the
merits of this increase to DCFTA, as exports would increase on the basis of other factors that were estimated to
be statistically significant (inertia, economic dynamism in the EU, especially in Germany and Romania, fluctuation of
the exchange rate or the domestic offer). However, the fact that half of the EU’s exports growth is due exclusively
to DCFTA is a noticeable effect, given that the estimate is made only four years after its establishment (Figure 38).
Figure 38. Evolution of total exports to the EU, comparison between
the de facto values (under DCFTA) and estimated values,
if there was no DCFTA, million USD

Source: Calculation by author based on the UN Comtrade data
Note: The data are seasonally adjusted and filtered with the help of Hodrick-Prescott (lambda=1) filter to eliminate the irrelevant fluctuations.

Contrary to expectations, the biggest effects of the trade liberalization with the EU were observed in the
case of agri-food exports. Although initially the main concerns about the impact of DCFTA were related to the
low level of competitiveness of agri-food goods on the EU market, we note that the effects of this agreement
were greater for agri-food exports than for industrial exports. Thus, agri-food exports grew by 44%, compared
with a 11% increase in industrial exports. The net impact of the DCFTA was also estimated to be more noticeable for
agri-food exports: 240 million USD (215 million EUR) versus 170 million USD (152 million EUR). This is explained by
two factors. Firstly, before DCFTA, trade in industrial products between Moldova and the EU was already quite
liberalized and therefore the effects of the agreement on the marginal dynamics of industrial exports were lower
(the analysis shows that the effects of DCFTA on industrial exports have begun to be visible only from the second
half of 2016, with increased investment in the automotive sector and improved economic situation in the EU).
Secondly, the trade restrictions imposed by the Russian Federation with the signing of the Association Agreement
with the EU, alongside the difficult economic situation in the country and in Ukraine, motivated the reorientation
of many agri-food exporters from these markets to Community market (fact noted by the increase of the share
of agri-food exports in the total exports to the EU).
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In addition to the increase in exports, the DCFTA also had deeper macroeconomic implications, boosting
economic growth, budget revenue, imports, investment, and employment. The DCFTA contribution to the
growth in exports to the EU, estimated at 410 million USD in 2015-2017, contributed to the GDP growth by 7%
or about 1,5 billion USD (1.3 billion EUR), growth of imports by 7% or about 420 million USD (377 million EUR),
growth of investments in fixed capital by 11% or about 360 million USD (320 million EUR), increase of budget
revenues by 5% or about 400 million USD (355 million EUR) and the increase of employment by about 15
thou-sand people. These positive effects have not yet fully materialized and are to be seen in the years to
come (estimated by 2020).
However, the potential of the DCFTA has not yet been fully explored. Even though DCFTA has boosted the
total exports to the EU by about 410 million USD (367 million EUR) in 2015-2017, it accounts for about 10% of
the total value of Moldovan exports to the EU over the same period. This is not a small figure, since it is estimated
for the first 3 years of DCFTA implementation, however it is also not really significant. On the one hand, this is
explained by the fact that the first periods of implementation of DCFTA were marked by several turbulences
(bank crisis, political crisis, drought in 2015) that affected the process of implementing Moldova’s commitments.
On the other hand, objectively, more time is needed for exporters to fully implement the EU requirements and
adapt to the specifics and rigors of this market. Therefore, in the coming years, the effects of DCFTA will be much
more significant. In fact, the increase of the marginal effect of DCFTA has been observed since the second half
of 2017 for both agri-food and industrial exports, fact which constitutes a good omen for a larger exploration of
DCFTA opportunities in the years to come.
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Annex A.
Regression results for the pattern regarding
agri-food exports to the EU
Regression result:
Model: OLS, using observations 2010:01-2014:12 (T = 60)
Dependent variable: export_agro

Coefficient

Std. Error

t-ratio

p-value

alfa

-20.9234

12.9179

-1.6197

0.1113

ipi_germania_2

0.0247536

0.00290015

8.5353

<0.0001

***

mdl

16.8644

9.06222

1.8610

0.0684

*

sq_mdl

-2.8888

1.5974

-1.8084

0.0763

*

export_agro_1

1.32374

0.0707263

18.7163

<0.0001

***

export_agro_2

-0.688854

0.0638111

-10.7952

<0.0001

***

Mean dependent var

17.11749

S.D. dependent var

0.292563

Sum squared resid

0.088035

S.E. of regression

0.041146

R-squared

0.981956

Adjusted R-squared

0.980221

F(5, 52)

565.9599

P-value(F)

4.82e-44

Log-likelihood

105.9252

Akaike criterion

-199.8503

Schwarz criterion

-187.4877

Hannan-Quinn

-195.0348

rho

0.072480

Durbin’s h

0.655149

Forecast result

Note:
htl_l_agri_eu_sa = export_agro
forecast = evoluția fără DCFTA
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Annex B.
Regression results for the pattern regarding
industrial exports to the EU
Model: OLS, using observations 2010:01-2014:12 (T = 60)
Dependent variable: export_ind

Coefficient

Std. Error

t-ratio

p-value

alfa

2.04397

0.398218

5.1328

<0.0001

***

ipi_Romania

0.00166566

0.000463858

3.5909

0.0007

***

export_ind_csi

0.0253609

0.00842159

3.0114

0.0040

***

export_ind_1

1.57875

0.0731058

21.5954

<0.0001

***

export_ind_2

-0.728172

0.0654643

-11.1232

<0.0001

***

Mean dependent var

17.86182

S.D. dependent var

0.161309

Sum squared resid

0.007689

S.E. of regression

0.012044

R-squared

0.994816

Adjusted R-squared

0.994425

F(4, 53)

2542.762

P-value(F)

7.51e-60

Log-likelihood

176.6271

Akaike criterion

-343.2542

Schwarz criterion

-332.9520

Hannan-Quinn

-339.2413

rho

0.121170

Durbin’s h

1.110904

Forecast result

Note:
htl_l_ind_eu_sa = export_ind
forecast = evoluția fără DCFTA
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Annex C.
Methodological notes regarding the DCFTA
economic impact estimate
Estimation of the economic impact of DCFTA was made by modeling the impact of Moldovan exports to EU by
410 million USD - a figure obtained on the basis of estimates according to Annexes A and B. In this respect, we
developed a 4-period vectoral structural model consisting of 6 equations, as follows:
(1) l_expt=α0+α1 l_expt-1+α2 l_expt-2+α3 l_expt-3+α4 l_expt-4+u1
(2) l_impt=β0+β1 l_impt-1+β2 l_expt-1+β3 l_invt-1+β4 l_impt-2+β5 l_expt-2+β6 l_invt-2+β7 l_impt-3+β8 l_expt-3+
β9 l_invt-3+ β10 l_impt-4+β11 l_expt-4+β12 l_invt-4+u2
(3) l_invt=γ0+γ1 l_invt-1+γ2 l_expt-1+γ3 l_impt-1+γ4 l_impt-2+γ5 l_expt-2+γ6 l_invt-2+γ7 l_impt-3+γ8 l_expt-3+
γ9 l_invt-3+ γ10 l_impt-4+γ11 l_expt-4+γ12 l_invt-4+u3
(4) l_pibt=δ0+δ1 l_pibt-1+δ2 l_expt-1+δ3 l_impt-1+δ4 l_invt-1+δ5 l_ocupatit-1+δ6 l_vent-1+δ7 l_pibt-2+δ8 l_expt-2+
δ9 l_impt-2+ δ10 l_invt-2+δ11 l_ocupatit-2+δ12 l_vent-2+δ13 l_pibt-3+δ14 l_expt-3+δ15 l_impt-3+δ16 l_invt-3+
δ17 l_ocupatit-3+ δ18 l_vent-3+δ19 l_pibt-4+δ20 l_expt-4+δ21 l_impt-4+δ22 l_invt-4+δ23 l_ocupatit-4+δ24 l_vent-4+u4
(5) l_ocupatit=θ0+θ1 l_ocupatit-1+θ2 l_expt-1+θ3 l_impt-1+θ4 l_invt-1+θ5 pibt-1+θ6 l_ocupatit-2+θ7 l_expt-2+
θ8 l_impt-2+θ9 l_invt-2+θ10 pibt-2+θ11 l_ocupatit-3+θ12 l_expt-3+θ13 l_impt-3+θ14 l_invt-3+θ15 pibt-3+
θ16 l_ocupatit-4+θ17 l_expt-4+θ18 l_impt-4+θ19 l_invt-4+θ20 pibt-4+u5
(6) l_vent=υ0+υ1 l_vent-1+υ2 l_expt-1+υ3 l_impt-1+υ4 l_ocupatit-1+υ5 pibt-1+υ6 l_vent-2+υ7 l_expt-2+υ8 l_impt-2+
υ9 l_ocupatit-2+υ10 pibt-2+υ11 l_vent-3+υ12 l_expt-3+υ13 l_impt-3+υ14 l_ocupatit-3+υ15 pibt-3+υ16 l_vent-4+
υ17 l_expt-4+υ18 l_impt-4+υ19 l_ocupatit-4+υ20 pibt-4+u6
Where:
l_expt – volume of Moldovan exports to the EU, thousand USD, expressed in natural logarithms.
l_impt – volume of Moldovan imports from the EU, thousand USD, expressed in natural logarithms.
l_invt – volume of investments in fixed capital, thousand USD, expressed in natural logarithms.
l_pibt– Gross Domestic Product, thousand USD, expressed in natural logarithms.
l_ocupatit – number of employed populations, thousands of people, expressed in natural logarithms.
l_vent – income of the national public budget, thousands of USD, expressed in natural logarithms.
All variables are converted into US dollars, according to the average exchange rate set by the NBM for the corresponding periods, seasonally adjusted and converted into natural logarithms. For the period 2005-2017, data
with quarterly frequency were used.
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For additional information:
Project „Visibility and Communication for AA/DCFTA” 1,
Piata Marii Adunari Nationale, off. 224, MD-2033, Chisinau,
Republic of Moldova
Tel.: (+373) 22 250 633
e-mail: dcfta.moldova@weglobal.org

European Union funded Project „Visibility and Communication for
actions related to AA/DCFTA implementation in the framework of
the EU funded assistance programmes”

2018
The content of this publication is the sole responsibility of the authors
and can in no way be taken to reflect the views of the European Union
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