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MAIN ABBREVIATIONS AND ACRONYMS

ASA
BAS
BNS
CCl
CDD
CEP
cL

CLD
DID
EBRD-BAS
GDP
IEE

IMF
LOC
MGF
MOoSEFF
MSME
MSTQ
OECD
oLS
PIU
PSM-DID
RF
SME
SP
TOR

Currency

Moldovan Lei (MDL)

Exchange Rates

Ancheta StructuralAnuak

Business Advisory Services

Biroul Naional de Statistic al Republicii Moldova
Chamber of Commerce and Industry

Conditional Difference in Difference

Competitiveness Enhancement Project

Credit Lines

Credit Line Directorate

Difference in Difference

European Bank for Reconstruction and Dawelent - Business Advisory Services
Gross domestic product

Industrial Energy Efficiency

International Monetary Fund

Line of Credit

Matching Grant Facility

Moldovan Sustainable Energy Financing Rscili

Micro, Small and Medium Enterprise

Metrology, Standards, Testing and Quality
Organization for Economic Co-operation and &epment
Ordinary Least Squares

Project Implementation Unit

Propensity Score Matching Plus Differennelifferences
Rapport Financiar

Small and Medium Enterprises

Service Providers

Terms of Reference

2006 US$ 1.00 = MDL 13.149
2007 US$1.00=MDL 12.117
2008 US$ 1.00 = MDL 10.362
2009 US$1.00=MDL 11.113
2010 US$ 1.00 = MDL 12.366
2011 US$1.00=MDL 11.736
2012 US$1.00=MDL 12.113

Symbols used

~ means approximate value

.. means not available

— means not applicable

0 means zero or a quantity less than half thamiiteshown

In all tables, totals may not add due to rounding.



EXECUTIVE SUMMARY



Purpose and Nature of the Report

This Report provides an evaluation of two key congs of the Competitiveness Enhancement Project
(CEP or “the Project”), namely the Matching Grardciity (MGF) and the Line of Credit (LOC)
components. In line with the Terms of Reference KJ@he focus of the evaluation is primarily on the
“impact of the project on participating enterpriteslowever, the exercise also extends to other @dspe
with a review of implementation arrangements, aalyans of additionality, and the assessment of econ
wide effects.

The Reports builds upon three main elements, nartigly survey of enterprises receiving supportarrttie

two components, (ii) a counterfactual impact assess exercise, and (iii) a series of in-depth witaws.

The survey covered a sample of 188 enterprisesyhath 147 receiving support under the MGF and 57
benefitting under the LOC (with 16 enterprises ligiveg from both components). The counterfactual
impact assessment involved the application of warieconometric techniques analysis to a set of data
provided by the National Statistical Office andthg Customs. In-depth interviews concerned more 2ta
entities involved in project implementation andeastistakeholders (financial institutions, donorgviers

of business development services, etc.).

Key Features of the MGF and LOC Components

MGF Component. Administered by the Camera de Cotmgrndustrie (CCI), the MGF provides financial
support on a matching basis (50%) to enterprisesgested in using technical assistance and congulti
services to upgrade their operations. Launched@62the MGF component had a total budget of US$ 2.
million. The MGF is subdivided into two sub-compate namely: (i) the Quality Certification sub-
component, providing financial support to firmsldgag to obtain international quality certificatiofie. ISO
9001, HACCP, etc.) and (ii) the Business Advisomn&es (BAS) sub-component, supporting firms
interested in obtaining advisory and training sesi(e.g. business plans, feasibility studies).dgiozer the
2006 — 2012 period, the CCI received applicatiomsnf over 550 enterprises. As of end 2012, 335
enterprises had received support from the MGF,li€lw214 for Quality Certification, 105 for BAS aié

for both sub-components. The average value of M@ntg is about US$ 6,000, with little difference
between the two sub-components. The MGF providggbat to enterprises active in all sectors, with a
concentration in manufacturing (38% of the totaBrvices (26%) and commerce (18%). Almost 80% of
beneficiaries are based in Chisinau, with firmsated in Moldova's Northern and Central regions
accounting for, respectively, 9% and 8% of theltdihe MGF mostly supported micro, small and medium
enterprises (MSME) but the presence of large ensapis also not negligible (about 25% of thelfatéth

a higher share for the Quality Certification sulbapmnent).

LOC Component. The LOC component provides funding to banks farlemding to export-oriented
enterprises in support of their working capital andestment financing needs. It is administeredthsy
Credit Line Directorate (CLD), an autonomous stnoetwithin the Ministry of Finance, entrusted witte
management of various internationally-funded crédés. Launched in 2009 with a total funding ofJS
22.5 million, the LOC is was fully disbursed durif@12 and it is currently managed as a revolvinglfias
repayments are received. Investment loans are dagip€ 800,000, while working capital loans cannot
exceed € 500,000. Maximum maturities are eight sydar investment loans and four years for working
capital operations. Loans can be denominated in MDIn foreign currency, Euros or US$. Interesesat
vary depending upon the currency and are adjustexy six months: in the case of foreign curren@nis
rates are typically between 100 and 200 basis ptomter than those charged by banks on loans funited
own resources. The LOC saw the involvement of emmercial banks, of which one, however, eventually
withdrew. As of end 2012, a total of 74 loans hadrbdisbursed to 60 enterprises, with an averagbait
US$ 400,000 per loan. Nearly half of LOC benefieisuare active in agri-business, with a strongemes of
wine producers and other food processors. AboutdidlOC borrowers are based in Chisinau, quader i
located in the Central Region, with the rest besnpdivided between the Northern and Southern region
While the majority of beneficiaries fall within theéefinition of MSME, more than one third are large
enterprises, sometimes with turnovers well in exagdJS$ 10 million.



Impact on Participating Enterprises - MGF Component

Influence on Beneficiaries’ Activities In the case of the Quality Certification sub-cament, MGF
support was mostly used to obtain 1ISO 9001 ceatifimn and, to a much lesser degree, food safeayert!
certifications (ISO 22000 and HACC). In the casehaf BAS sub-component, funding was mainly used for
market studies, feasibility studies and managenméotmation systems. Interventions co-financed b&mM
appear to have resulted in a number of positivecesf More than three quarters of the beneficiaries
interviewed report improvements in organizatiorfédaiveness, technical efficiency, and managesidls

as well as an increased credibility and reputatisra-vis clients and suppliers. According to abbalf of

the firms, participation in the scheme also hadtpeseffects in improving the product mix and iccassing
new markets. Instead, the program did not haveagpyeciable influence on the access to financd, avity

a handful of firms reporting some progress. Oveth# influence appears to be stronger in the bafans
benefitting from the Quality Certification sub-coament. To some extent this is linked to the faat,tin the
case of the BAS sub-component, several measuresndefrom the advice received have been only partl
implemented, and therefore have not (yet) deplalgent effects.

Impact on Performance — Counterfactual Analysis The impact of MGF was assessed by comparing the
results achieved by beneficiary firms with thosaieeed by a ‘control group’ consisting of firms thzad
applied for support but in the end did not paratgin the scheme. The exercise assessed the ioech
three year period, comparing the results achiemnegtie year preceding the application with thoseeaeu
two years later, using a variety of econometrihqtégues. The analysis detected a positive andsstatily
significant impact on export sales: in fact, in th@ years subsequent to the application, MGF leineks
exported on average between MDL 9 to 12 million entvan their peers in the ‘control group’. The gsisl
also detected a positive relationship between M@part and turnover. However, in this case the ekegf
statistical significance is much lower, below tlewdls typically considered acceptable for this tyfe
analyses. No conclusive results were achieved degarthe other variables analyzed, i.e. employment,
investment, productivity, value added, and opegagirofits. Similar results were achieved for theé-set of
firms receiving support under the Quality Certifioa sub-component, while no similar analysis coloéd
carried out for beneficiaries of the BAS sub-comgrutndue to the limited number of observations.

Impact of Performance — Self AssessmenResults from the counterfactual analysis are diyom line
with the ‘perceived’ impact self reported by thenpde of MGF beneficiaries interviewed, althoughréhare
some differences. In the case of exports, a s@amfiimpact (i.e. ‘high impact’ or ‘some impact)ieported

by more than 50% of firms actually active in expardrkets. However, the share declines to a much les
impressive 22% when the whole sample (i.e. inclgdion exporters) is considered. The perceivedéniie

is stronger in the case of turnover, with almo$t7df interviewees reporting a significant impaampared
with little more than 10% reporting no impact orabie to answer. Instead, MGF-funded activities appe
have had much less influence on employment, wit 56 interviewees reporting ‘no impact’ compared
with less than 40% indicating a significant impact.

Impact on Participating Enterprises — LOC Component

Influence on Beneficiaries’ Activities Two thirds of LOC borrowers received working ¢apioans, one
fifth got investment loans, and the rest obtaineth ltypes of loans. In line with the prevalencenofking
capital financing, three quarters of intervieweegidate that LOC loans played an important rol¢hi@
purchase of raw materials and other inputs (whimhicc be bought in larger quantities and/or at thestm
appropriate time) and in reducing delays in paynesuppliers. To a lesser degree, loan proceeds also
used to support the entry in new markets or masegfments, to expand production capacity and/or
modernize existing facilities (in the case of inwesnt loans) and to extend more favorable payment
conditions to clients. Instead, little influenceéported regarding the development of new products

Impact on Performance The majority of LOC beneficiaries report an impement in key performance
indicators, such as employment, exports and (ealhgdiurnover. However, access to LOC loans appéar
explain only part of the positive developments. TihBuence is comparatively greater in the case of
turnover, with about 40% of beneficiaries reportmésignificant’ impact, compared with 30% indicagia
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‘limited’ impact and a similar share reporting mapact or unable to provide an answer. In the cése o
employment, 37% of respondents report a ‘significanpact, compared with a similar share indicating
appreciable influence. Somewhat strikingly, givha export-orientation of the scheme, only 31% ofCLO
beneficiaries report a significant impact on exsaies, compared with 28% indicating a limited iotpgnd
21% reporting no impact (with the rest being unablprovide an assessment).

Assessment of Economy-wide Effects

Influence on Export Sales Over the 2007 — 2012 period, Moldova’s exporesalisplayed an oscillating
trend, with a grow in 2008, a decline in 2009, eoxery in 2010 and 2011, and another drop in 2012.
Overall, in 2012 exports stood at US$ 2.2 billicompared with US$ 1.3 billion in 2007. Based on the
results of the counterfactual impact assessmemt, vilue of incremental exports attributable to the
participation in the MGF can be estimated in thegeaof US$ 55 to 73 million. The corresponding edfor

the LOC component is lower, in the order of US$t®420 million. Overall, the incremental exports
associated with the two components account for &etvr% and 11% of the US$ 0.9 billion total incesias
exports recorded between 2007 and 2012.

Influence on the Market for Consulting Services The MGF component played an important role in the
development and consolidation of the consultingises sector. Since the launch of the MGF the nurabe
service providers has increased significantly, Hnsl was coupled with an improvement in the quatity
services provided. Even more importantly, the MGEagly contributed to increase the awareness of the
benefits of professional advisory services in thisifiess community, thereby stimulating a spontasieou
demand for consulting services. Indeed, while oty of MGF beneficiaries made frequent use of
consultancy services before enrolling in the schen@e than two thirds express their intention ochase
advisory services with their own money in the rfegure.

Influence on the Financial Sector The LOC exerted a limited influence on the finahsector. The
possibility of accessing long term resources aasonable cost was obviously appreciated by paetiog
banks, but this did not lead to major changeseir thperating modalities. Some banks reported belig to
offer loans with a longer maturity, at least in tese of working capital loans, but none appednatee
developed specific products in connection with asa® LOC funding. In addition, most of the subA®a
went to well established, traditional clients arasignificant contribution in broadening accessinance
can be noticed.

Assessment of Implementation Arrangements

MGF Component. The CCI was quite effective in disseminating infation about the opportunities offered
by the scheme: about three quarters of the firrerviewed learned about MGF through the CCI, either
directly or indirectly (i.e. through the CCIl welesior the participation in promotional event orgediby the
CCI). Even more importantly, less than 50% of bmmefies were CClI members at the time of the
application, a clear indication that promotiondbdf were able to reach out a wide range of busie® The
MGF application process was quite simple and ttas generally highly appreciated by beneficiarieigh w
more than 80% of firms providing a positive assegsnof the various procedural aspects. A margirialyg
positive assessment is voiced regarding the reiselouent process (i.e. documentation to be subnatted
time required to get the money), but even in tlisecoutright negative views concern less than 10% o
respondents. Overall, the near totality of MGF Iliieisies expressed a positive or very positiveeassent

of MGF implementation arrangements, with one sifgierviewee holding a neutral view.

LOC Component. Views about procedural aspects are generalltipesalthough with some qualifications.
The near totality of interviewees appreciate therination received about the scheme and the assésta
extended by banks’ personnel and a solid majorityvides a positive assessment regarding the loan
application process. Instead, views are much mosdati regarding the time required for loan appfsyva
with only 40% of interviews providing a positivesassment, the rest being equally subdivided between
neutral and negative opinions. The existence @&ydein the approval process was also frequentlytioresd

by participating banks, although the situation ioyad over time. However, once approved, the loagrew
usually disbursed fairly rapidly. Almost half of I@beneficiaries received monitoring visits from BeD



and the assessment was invariably positive. Ove88fo of LOC borrowers provide a positive or very
positive assessment, the rest holding a negativaane often, neutral view.

Assessment of Additionality

MGF Component. The level of additionality of MGF support appetrde quite high. The vast majority of
beneficiaries had no or very little experience wethnsultants before applying for MGF support anel th
scheme was therefore instrumental in exposing tteeradvisory services. In addition, only half of the
interviewees declared that they would have bees @vid willing) to pay the full cost of certificati and/or
consulting services, in case MGF support was nailable. The level of additionality is higher iretisase of
the BAS sub-component (only 40% would have beea tbimplement the initiatives on their own), dadhe
prevalence of micro and small firms with limitesdincial means. The opposite holds true in the ch#ige
Quality Certification sub-component, where the kigbhare of well established companies obvioualystates
into a higher ability to pay for consulting sendce

LOC Component. The LOC component displays a lower level of adddlity. All beneficiaries already had
experience in dealing with banks and the vast ritgjalid not have major problems in accessing bank
lending in the past: about 80% of intervieweesaya or more loans in three years before applying @C
financing and those who did not have any loan, liysdé not apply as they had other sources of fogd

All in all, only few LOC borrowers can be regardasitruly ‘finance constrained’. The limited additadity

is confirmed by the fact that the interest rateaisiost unanimously regarded as the most important
advantage of the LOC, while other features (e.dtiraurrency lending, ability to finance working migal,
longer maturity compared to standard loans availabthe market) are scarcely mentioned.

Comparison with Other Similar Programs

Comparison of MGF with Other Support SchemesAbout one fifth of interviewees were in the pmsitto
compare the MGF with another support scheme, theE=Rinded BAS program. Launched in 2005, the
EBRD-BAS also provides financial support to firmserested in using consulting and advisory seryices
its operating modalities present some differencespared with the MGF (i.e. focus on MSME only, hégh
co-financing rate — 75% compared with 50% for M@I6, assistance provided in the area of quality
certification). For most of the aspects considenetthe comparison, the views expressed by inters@saare

in favor of the MGF, although in several cases.(€ligibility criteria, assistance provided to apphts, etc.)

a significant share of respondents considers tloepograms as broadly equivalent. The only two etspe
for which the EBRD-BAS receives a more positiveeassent are (i) the nature of activities eligilde do-
financing (but the majority of respondents are redubn unable to pass an informed judgment), aid (i
unsurprisingly, the co-financing rate.

Comparison of LOC with Other Credit Lines. About one third of interviewees were able to campthe
LOC with other donor/IFI-funded credit channeledotigh Moldovan banks. The low interest rate and the
fast disbursement procedures emerge as the maitivpdeatures of the LOC, with positive assessmment
outnumbering opposite views by 5 to 1. Instead,|db@ application process and the time requireddan
approval are perceived as the main ‘problem aresith a clear majority of interviewees expressing a
preference for other credit lines. In the casehef dther aspects considered in the comparison, asithe
maximum size and maturity of loans and the postilif receiving financing in various currenciesews

are more divided (with an equal number of intengew/favoring the LOC or other credit lines) or naut

Conclusions and Recommendations

Overall, available evidence suggests that the M@Fthe LOC components were successful interventions
Both components were implemented in a fairly smaudmner and favorably influenced the activities of
beneficiary firms. There are, however, differenaegderms of additionality and impact, with the MGF
performing comparatively better that the LOC.

MGF Component. Survey results suggest that there is a keereisitéor the continuation of the scheme. In
case this option was indeed pursued, some modificatin the design and operating modalities of the



intervention could be advisable. Recommendatiowtude: (i) the broadening of the range of services
eligible for support, in order to better suit theeeds of potential beneficiaries; (ii) the tightenof eligibility
criteria for beneficiaries, with more focus on MSMiad/or locally owned firms, in order to increake t
additionality; (iii) the reduction of the co-finaing rate from 50% to 40% to enhance cost effecégsnpand
(iv) the setting up of a more sophisticate manageritdormation system, which inter alia could féeile
future M&E activities.

LOC Component The margins for improving the design of the LO€ more limited. As its ‘competitive
positioning’ vis-a-vis other credit lines essenyiaksts on the low interest rate, any changentight result
in an increase in the cost of funding is likelydi@stically reduce the attractiveness of the itmtain the
eyes of banks and, therefore, to negatively impacbsorption. Similarly, there appears to be &dhiscope
for the simplification of procedural aspects, as itocurement rules of World Bank-funded projects a
intrinsically different from those applicable toedit lines funded by institutions such as the IRCthe
EBRD, that can directly interact with private bankspossible area of improvement concerns thehglityi
criteria for potential borrowers, which could pla@eomparatively greater emphasis on lending to MSM
and/or locally-owned firms, with a view to incredbe additionality of the intervention.
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1 INTRODUCTION
1.1 Nature of the Report

This Final Report (the “Report”) is the fourth deliable submitted to the Project Implementationt (iPiU)

of the World Bank Competitiveness Enhancement Brdjleereinafter referred to as the “Client”) in the
framework of the ‘Impact Evaluation of the CEP Maig Grants and Line of Credit Components’
(hereinafter referred to as “the Assignment” or‘tihe Evaluation™). The Report was prepared byauging

led by Economisti Associafflead firm) and including thAssociazione per lo Sviluppo della Valutazione e
I’Analisi delle Politiche Pubblichéd ASVAPP) andAgrex NGO(Agrex) (hereinafter collectively referred to
as the “Consultants”).

The Report provides an assessment of the Competidss Enhancement Project (CEP or “the Project”),
with focus on two components, namely (i) the MatghGrant Facility (MGF) component, and (ii) the &in
of Credit (LOC) component. In line with the TernfsReference (TOR) the focus is primarily on thmpact

of the project on participating enterpriSedHowever, the exercise also extends to sevetatroaspects,
including an assessment of the influence exertegixport flows and on the broader business environhme
well as the analysis of implementation arrangemantsof project additionality.

The Reports builds upon three main elements, nartigly survey of enterprises receiving supportearrttie
MGF and LOC components, (ii) a counterfactual inipessessment exercise, and (iii) a series of ithdep
interviews. The survey covered a sample of 188rpriges, of which 147 receiving support under the i
and 57 benefitting under the LOC (with 16 entegwisnterviewed for both MGF and LOC). The
counterfactual impact assessment involved the egtin of various econometric techniques analysia t
set of data provided by thBiroul Naional de Statisti¢ al Republicii Moldova(BNS) and the Customs
administration. In-depth interviews involved ovdr @ntities involved in project implementation antiey
stakeholders (financial institutions, donors, pdevs of business development services).

1.2 Structure of the Report

The Report is structured as follows:

- Section 2 provides background information on thejdet and illustrates the methodological approach
utilized;

« Section 3 focuses on the MGF component, with aesassent of the results achieved and an analysis of
implementation arrangements and additionality;

« Section 4 also focuses on the MGF component, andd®es a quantitative estimate of the impact on the
performance of enterprises;

« Section 5 focuses on the LOC components, again antlassessment of the results achieved and an
analysis of implementation arrangements and aaddility;

- Section 6 analyzes the influence exerted by thge®ron Moldova’'s economic context, with focus on
key economic variables and on the business envieatim

- Section 7 summarizes the key findings and formalademe recommendations for future, similar
operations.

The Report also includes four Annexes. In particula

- Annex A, listing the persons and entities intengevauring fieldwork;

- Annex B, listing the firms surveyed during the Mdtgy Grant Facility and the Line of Credit surveys;
- Annex C, providing a detailed review of methodoldgycounterfactual assessment;

- Annex D, providing all estimates of the counterfatianalysis;

- Annex E, providing details on the sampling methodglused for the enterprise surveys;

- Annex F, providing a detailed analysis of the syreEMatching Grant Facility beneficiaries;

- Annex G, providing a detailed analysis of the syroELine of Credit beneficiaries.

1.3 Authorship and Acknowledgements
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The Report is the result of the work of a teamudolg Roberto Zavatta (Team Leader), Alberto Martin
(Deputy Team Leader), Viorel Botnaru, Nicolae Duavganu, Enrico Giannotti, Lainus Sibeterting, and
Gianluca Strada. Research assistance was provjdéiliba Maria Stecchi.

Throughout the implementation of the Assignmerg, @onsultants enjoyed the full support from théf siia
PIU and of other entities involved in the managemanthe Project, who kindly supplied background
documents and, most importantly, provided crucssistance to obtain the data required for the arsalin
particular, the assistance provided by the Progvéanager, Mr. Aureliu Casian, proved instrumentahin
number of occasions and is gratefully acknowleduzre.

As it is customary for consulting reports, espégial the case of independent evaluation assignsnehée

views expressed in this Report are those of thioasitonly and should not be attributed in any wayhe
PIU, its staff and, in general, the World Bank Grou
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2 BACKGROUND AND METHODOLOGICAL APPROACH

2.1 Introduction

This Section serves to dual purpose of (i) progdsome background information on the Project, aifnd (
illustrating the methodological approach adoptedHte evaluation. A summary presentation of thgdetas
provided in Section 2.2, while Section 2.2 concaties on methodological aspects. Mode details on the
methodological approach, in particular regarding tlounterfactual impact assessment, are provided in
Annexes.

2.2 Project Background

Objective. The Competitiveness Enhancement Project (CERher Project”) supports the Government of
Moldova’s efforts to promote economic growth and jreation. In a context of low investment levels,
limited productivity and poor export competitivesgthe Project aims at enhancing Moldova’s prigaeor
activity and investment. The Projeadevelopment objectivas to “assist Moldova in enhancing
competitiveness of enterprises through improvemanthe business environment, enhancing access to
finance, and making adequate standards, testing audlity improvement services available to
enterprises*

Timeline. The Project, which was approved by the World BBalard of Directors of©ctober 27, 2005
was preceded by some preparatory analytical wamkechout between November 2004 and August Z005.
The Project became operational Bebruary 10, 2006 with an expected completion date setJane 30,
2013

Components Initially, the Project included four componentscusing on (i) the improvement of the
regulatory environment for private sector operatjofii) the modernization of the Metrology, Stardigr
Testing and Quality (MSTQ) system; (iii) the fatgdtion of access to finance, with special refergoncamall
and medium enterprises (SME); and (iv) the stresmjtig of enterprises’ competitiveness through an
increased use of MSTQ services, whose utilizatias W be facilitated through a Matching Grant Hgcil
(MGF). The scope of the Project was expanded in920dth the addition of a Line of Credit (LOC)
component, aimed at countering the difficult ecoimoamd financial conditions brought about by thebgil
crisis, and the broadening of the MGF, to inclut® dusiness advisory servitels a result, the Project in
its final configuration consists €ive componentswhose objectives are summarized in Exhibit 2.1.

Exhibit 2.1 Project Components

Component Objective
#1 — Business Helping the Government of Moldova to implementriggulatory reform agenda for the
Environment enterprise sector

#2 — Modernization of Strengthening the national capacity to providerimaéonally acceptable (especially, EU
MSTQ Systems compatible) MSTQ services

Carrying out preparatory work to provide a condaadnvironment for the establishment
#3 — Access to Finance | of a credit information system at the national levacluding the preparation and
adoption of the relevant regulatory framework

#4 — Matching Grant Strengthening the competitiveness of Moldovan @niges (mainly SME) by increasin
Facility Component their use of MSTQ services, and improving accedniginess development services
Helping enterprises finance long-term investmert aorking capital needs on suitahle
borrowing terms, and improving the ability of lodsnks to finance real sector projects

«

#5 — Line of Credit

! See World BankProject Appraisal DocumenSeptember 26, 2005.

2 World Bank,Project Information Document — Concept Stalyevember 9, 2004, arfroject Information Document
— Appraisal StageAugust 3, 2005.

% See World BankProject Paper on a Proposed Additional Financinge@it, September 25, 2009 as well as World
Bank, Financing AgreemeniNovember 17, 2009.
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Budget The Project started with a budget of US$ 14.3ioni] including a US$ 5 million IDA credit, an
US$ 5 million IDA grant and a US$ 4.5 million PHRpant. Following the enlargement of the Project’s
scope, in 2009, an additional US$ 24 million waslenavailable to the Project, bringing the total grtdo
US$ 38.3 million The LOC is the largest component, accountingniearly 60% of total Project costs,
followed by the modernization of MSTQ systems, aeting for 25% of the total. The breakdown of Pcbje
costs by component is illustrated in Exhibit 2.2d&af.

Exhibit 2.2 Project Costs by Component

Component Amount (US$)

#1 — Business Environment 2,200,000
#2 — Modernization of MSTQ Systems 9,600,000
#3 — Access to Finance 300,000
#4 — Matching Grant Facility Component 2,900,000
#5 — Line of Credit 22,500,000
Project Management and Unallocated 800,000
Total 38,300,000

2.3 Methodological Approach

Overview. The overall objective of the Assignment is &véluate the impact of the project on participating

enterprised’, with respect to the MGF and LOC components. Téregal objective is further articulated

into the following specific objectives:

* to determine the impact of the MGF on beneficianeish separate analyses for the quality certifaoat
and the business advisory services sub-components;

* to determine the impact of the LOC on the borrowgmancial and operational performance as well as
on the types of financing made available to enisegrin Moldova,

* to draw conclusions and formulate recommendatiasrs plossible, future activities in the above-
mentioned areas.

In order to achieve the above objectives, the ex@lin adopted a three pronged approached, incluing
survey of enterprises receiving support under tl&FMand LOC components, (ii) a counterfactual impact
assessment exercise, involved the application oh@wetric techniques, and (iii) a series of in-tept
interviews with entities involved in project implemtation and other stakeholders (financial instns,
donors, providers of business development services® nature of these activities is briefly illeded
below.

Enterprise Surveys Two enterprise surveys were carried out, deal@spectively with the MGF and the
LOC components The survey of the MGF beneficiaflee ‘MGF Survey) covered a sample of 145 firms,
i.e. about half of the total number of beneficiariand was carried out during the period Januaddareh
2012. The survey was aimed at collecting the beiaefes’ opinions on several aspects of their pgudition

in the MGF - from the application and administratprocedures, to the quality and timing of the ises/co-
financed, to its merits compared with other, simgpaograms. The MGF survey also allowed eliciting a
qualitative assessment of the MGF additionality ahds influence on the beneficiaries’ performanagh
respect to key variables (i.e. sales, employmedtexports). The survey of LOC beneficiaries (th®C
Survey) was conducted largely in parallel (between Fabyuand March 2013) and covered 57 enterprises,
i.e. almost all the firms that have received fugdumder the scheme. The survey aimed at collecting
information on aspects related to the implementatibthe LOC and on the characteristics LOC loang. (
views on the procedures for loan approval, impagaattributed to different aspects, such as mafurit
interest rate, etc.). As in the case of MGF, theCLsDirvey also allowed gathering qualitative infotimma on
additionality and on the influence exerted on biemies’ performance and financial structure (e.g.
expansion of production capacity, ability to offetter payment terms to customers, etc.). A motaildd
presentation of the methodology used for the eritgrpsurveys is provided in Annex E while the bt
firms surveyed is provided in Annex B.

* See page 11 of the Request for Proposal senet@omsultant on October 8, 2012. In the remaindi¢his Report,
guotations without reference to any specific soaneeintended to be drawn from the TOR.
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Counterfactual Impact AssessmentThe purpose of this exercise was to obtain a tifative estimate of
the impact of the Project activities by comparing performance of beneficiary firms with that afrfs that
did not take part in the Project (the so calledntodl group’). In the case of thRlGF component the
counterfactual econometric analysis involved thalais with various econometric techniques to aaet
firm level data (‘micro data’) provided by the BN@d by Moldova’s Customs Administration. The cohtro
group was comprised of firms that had expressestant in participating in Project activities butthe end
did not receive any support. The dataset usech®ianhalysis is quite large, encompassing some i&%58, f
both beneficiaries and ‘control group’ firms. Howeeythe presence of numerous gaps in time seriesee
the number of observations that could be actuadgduin the analysis, with some negative effectshen
significance of results. No counterfactual impagessment could be carried out for ltk¥C componentin
fact, as already explained in detail in earlierorégs’ the analysis was prevented by two factors, nanggly:
the excessively short time span over which the L@ implemented, with the vast majority of funds
released in 20P1and (ii) the impossibility of identifying a prop&ontrol group’. In fact, unlike the case of
the MGF, for the LOC there are not (enough) rejbdtems that can be used as ‘comparator& more
detailed presentation of the methodology usedhercounterfactual impact assessment is providéahirex

C.

In-depth Interviews. The purpose of in-depth interviews was to coltpdlitative elements to complement
the results of the enterprise survey and of theaghpssessment exercise. Interviews were carrieditua
wide range of stakeholders and key informantsuutiolg entities responsible for day-to-day admiaisbn

of Project components (the Chamber of Commerce thadCredit Line Directorate), business support
schemes promoted by other donors, selected previdddrusiness development services, and repres@stat
of all commercial banks participating in the LOGieme. All in all, 21 interviews were carried outidg
the two field missions implemented in December 284@ February 2013. The list of entities intervidvige
provided in Annex A.

® See in particular the Inception Report, Sectich 3.

® Given that the latest available data from the BBI8r to year 2011, a quantitative analysis basethe same year is
of limited significance as it is extremely unlikethat the participation in the LOC may have trareslainto any
observable effect in such a short period of tinspeeially in the case of borrowers using money ftbm LOC for
capital investment purposes.

" In fact, only a dozen firms had their loan applmarejected. In most cases, rejection was maeivdly administrative
considerations regarding procurement and sevenasfiater successfully re-applied for financing enthe scheme.
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3 EVALUATION OF THE MGF COMPONENT
3.1 Introduction

This Section provides an overall evaluation of M&F component. Section 3.2 provides a summary
presentation of the component and of beneficiarpdi Section 3.3 reviews implementation arrangesient
Section 3.4 analyzes the activities implementett MGF support. Section 3.5 reviews the influenceresd

by MGF-supported initiatives on the activities anieficiary firms. Section 3.6 assesses the imp#ct o
beneficiaries’ performance. Section 3.7 comparesMiGF with other similar schemes. Section 3.8 deals
with the issue of additionality. Finally, Sectiorf3rovides a summary assessment. The analysisrpeels
here is mostly based on the results of the surfeM®F beneficiaries, integrated as needed with data
retrieved from Project documents or provided byedhéties involved in the MGF implementation andhwi
information retrieved during in-depth interviews.

3.2 Component Overview

Basic Features The MGF Component became operational with the lawidhe CEP in 2006. In its first
version, the MGF Component aimed at strengtheriegcompetitiveness of Moldovan enterprises — mainly
of small and medium sized enterprises (SME) — byeiasing their use of Metrology, Standards, Testngd
Quality (MSTQ) services. With the expansion of stepe of the CEP in 2009, this Component widened th
range of services eligible for grants, with the afrimproving firm access to Business Advisory $&®
(BAS). In its present configuration, the MGF comepn provides financial support on a matching basis
(corresponding to 50% of total expenditure) to garises willing to access (i) external technicaistsince

for obtaining international quality certificationsuch as 1SO 9001, ISO 22000, HACCP (tiuality
Certification sub-componeny}, and/or (ii) other consulting and advisory sees, including the preparation
of business plans and feasibility studies, thevdgji of on-the-job training, management and investim
plans (the BAS sub-componenit

The MGF is administered by theéamera de Comersi Industrie (CCI), which was selected by the PIU
through a tender. The CCIl was responsible for ptmmaohe scheme in business circles, for the manageof
the application and selection process as well aghfd management of administrative aspects relkatate
payment of the MGF contribution. Eligibility crifarare quite basic and in practice the schemeés op all
types of firms, irrespective of their size, line lofisiness, legal status and ownership structurgaliy,
public entities were also eligible, although thisged at later stages.

The MGF was endowed with a total budget of US$ rRiion. Over the 2006 — 2012 period, the CCI
received applications from over 550 enterprisesofAend 2012, 335 enterprises (plus six non comiaerc
entities) had received support from the MGF, ofalhii214 for Quality Certification, 105 for BAS and fior
both sub-components. The average value of MGF gjiardbout US$ 6,000, with individual values raggin
from less than US$ 1000 up to (and, in a few cases) US$ 10,000 BAS grants are, on average, higher than
Quality Certification grants, and have a higheriataitity, due to the more diverse nature of thevises
supported.

Beneficiary Firms. MGF beneficiaries distribute over virtually alt@omic sectors. Firms operating in
manufacturing are relatively the majority, althoutje group itself is extremely heterogeneous, ol a
significant share of firms operating in the wineddmeverage industry, as well as in food productitime
service sector accounts for roughly a quarter efneficiaries. The concentration in the busitession of
the firms, whit almost 80% of the beneficiaries rapieag in the capital city, largely reflects thetiognal
productive structure.

8 The ceiling of US$ 10,000 equivalent to reimbursatrwas introduced in 2009 with the Additional Fiomg. Before
that, thus, there are some — very rare — casesmwd fvhich were provided grants up to US$ 16,000.
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Exhibit 3.1 Sectoral and geographical distributionsof MGF beneficiaries
Other i
9 Gagauyag South
4% Transnlstrlax 204
2% f
Center
8%
Services
26% Manufacturing
38%
Commerce

Chisinau
79%

18%

Based on data on annual turnover, about threeagaart MGF beneficiaries could be classified agopismall

or medium enterprises (MSME) at the time of thepl&atior?, with large companies accounting for the rest.
Some MGF beneficiaries are quire sizeable entefrisometimes with a turnover in excess of MDL 250
million (US$ 21.5 million). As a result, the aveeatyrnover of MGF beneficiaries is around MDL 63liom
(approximately US$ 5.4 million), a quite substdrfigure compared while the median value of only MDA
million (roughly US$ 1.2 million). There size distation of beneficiaries is quite different betwetlie two
MGF sub-components: in the case of the BAS sub-oomit, micro and small firms account for nearlyeéhr
guarters of the total, compared with just 10% ofdafirms. Instead, in the case of the Quality Geation
sub-component, large enterprises account for dreedhthe total, compared with less then 30% afnmiand
small firms

Exhibit 3.2 Size of MGF Beneficiaries
: ualit

Category of Enterprises c e(r?tifica'g on BAS Total
Micro Enterprises 4% 29% 11%
Small Enterprises 25% 45% 30%
Medium Enterprises 38% 17% 33%
Large Enterprises 33% 10% 26%
Total 100% 100% 100%

3.3 Implementation Arrangements

Promotional Activities. Together with management of the procedures focseteand implementation (see
below), the CCl was entrusted with the promotiothef MGF. To this aim, the CCI has implementedréeta
of initiatives, including, among others, the orgaion of national and regional dissemination esettie
conduct of media information campaigns (press selearadio and TV announcements), and the creattian
add on its web-site for the distribution of infoitioa and the download of documents for applicatikindings
from the MGF survey clearly highlight the importanaf the promotional role played by the CCI, withoat
three fourths of the interviewees reporting to hieaent of the existence of MGF from the CCI (thgbuhe
participation to a dedicated meeting or event,adiyefrom the CCI, or from its website). CCI disseation
efforts went beyond the circle of its members. gdjeonly slightly more than half of the interviewg&6%)
are currently members of the CCl, and this shaceedses to just less than 50% when businessewé¢hat
already members at the moment of the applicatiertaken into account (in other words, less thanzen

firms joined the CCI after being involved in the M5

® The size has been defined according exclusivelthéoannual sales revenues. In particular: (i) onienterprises:
below MDL 3 million; (ii) small enterprises: beloMDL 25 million; (iii) medium enterprises: below MDRO0 million;
(iv) large enterprises: equal or above MDL 50 roidli
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Operational Management The MGF application process was quite simple gl was generally highly
appreciated by beneficiaries, with more than 80%irafs providing a positive assessment of the weio
procedural aspects. The assistance extended tlooudjie process by the CCI personnel is also highly
praised by interviewees, with a positive assessibeinty provided by no less than 95% of respondénts.
marginally less positive assessment is voiced diggthe reimbursement process (i.e. documentatidre
submitted and time required to get the money) glvan in this case negative views concern less1B8& of
respondents. During the late stages of implemaemtatissues emerged regarding the reimbursement of
projects undertaken by state owned enterprisegshwiliere initially considered eligible and later lexied,

but the problem concerned only a small number pfiegnts.

Exhibit 3.3 Satisfaction with MGF Procedures

W strongly agree magree m neither I~ disagree  strongly disagree

initial information was clear 0
. 50%
and comprehensive

application documentation

. 27% 10% 1%
was simple

agreement signed clearly
defined obligations and 36% o 1%
responsibilities

time between application and
signing of agreement was 20% 20% 3%
short

documentation for

. . 20% 18% 8%
reimbursement was simple

time between submission of
documents and 16% 21% 7%
reimbursement was short

1%

CCl personnel were helpful 63%

The CCI also had a role in connecting the benefesawith the potential service providers (SP) tigto the
organization of meetings and other networking @ets. Over 80% of the interviewees in the MGF syrv
refer that they got information on the consultdren the CCI and this information was invariablgaeded
as useful by interviewees.

Box 3.1 — Operational Management — Views from Sereé Providers

Service providers had to be accredited with the Q@irder to have their activities eligible for ioancing under the
MGF. Interviews with selected service providersi¢ate that the accreditation procedure did not poaeicular
problems and was considered as broadly appropoatiee purpose. The few criticisms voiced focusadwo main
aspects. First, a couple of consulting firms laredrihe fact that, contrary to earlier indicaticageiling to the number
of beneficiaries that could be assisted by a sisglwice provider was introduced during implemeata(*One year
after being involved in the MGF, we were informieatteach service provider could not assist mora th@-14% of the
total number of beneficiaries, so we had to infeeme clients, with whom we had already signed dract) that they
could not get the reimbursement through CEP. l6sfair to change rules during implementatipnSecond, a couple
of well established service providers lamented>aessive rigidity in the application of the leasstselection method.
In their opinion, the lack of consideration of tagal merit and other qualifications among awardeda could
penalize more professional and experienced prasider
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Overall AssessmentOverall, the near totality of MGF beneficiariegpeessed a positive or very positive
assessment of MGF implementation arrangements, @ith single interviewee holding a neutral view.
Furthermore, procedures seem to have become eg@r eaertime as reported by about one third of the
(few) firms that benefited from MGF co-financing racthan once. However, this positive assessment is
likely to be determined by an increased knowledgd axperience in dealing with various procedural
aspects.

3.4 Activities Implemented with MGF Support

Nature of Services SupportedIn the case of the Quality Certification sub-cament, MGF support was
mostly used to obtain general quality managemenifications (i.e. ISO 9001) and, to a much lessegree,
food safety-related certifications (ISO 22000 andQ€). In the case of the BAS sub-component, the
situation is more variegated. The main categorceors ‘technical assistance’ services aimed atdwipg
capabilities in the management and planning of aimers. Used by almost half of BAS beneficiariégse
interventions range from business plans to feasilsludies and from investment plans to assistamdee re-
organization of the firm. Market access services abnstitute a fairly popular area, being used fyarter of
BAS interviewees, followed by ICT services (e.gvelepment of information management systems) and
training services. The nature of activities implemee with MGF support is summarized in Exhibit Bedow.

Exhibit 3.4  Activities Implemented with MGF Support

Quality Certification BAS
Information
Security
2%
/Environ.
Quality mngmt technical
mngmt / 6%

assistance

44%

64% Occup
health &
Safety
7%

market
access
24%

Quiality of Services ReceivedThe services purchased with MGF co-financing warayeneral, delivered
on time and were of a satisfactory quality. In dase of the Quality Certification sub-componentiully
all enterprises were able to receive the qualittifesations sought, and only one interviewee ré@or
abandoning the process due to financial difficaltiEhe same applies to BAS-supported activitiet) oly
three interviewees reporting some delays in thivetgl of services. Overall, MGF beneficiaries wéighly
satisfied with the services received, althouglome cases the price paid was deemed to be tooThghHevel
of satisfaction is broadly similar for the two stiimponents and virtually none of the interviewegzorted of
problems in dealing with the consultants.
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Exhibit 3.5 Level of Satisfaction with the Service Received

W extermely unsatisfied
[ unsatisfied

neither
I satisfied

H extremely satisfied

Quality BAS overall
certification

3.5 Influence on Beneficiaries’ Activities

Overview. Interventions co-financed by MGF appear to hagilted in a number of positive effects. More
than three quarters of interviewees report impramnin organizational effectiveness, technicactiefficy,
and managerial skills as well as an increased lititgi and reputation vis-a-vis clients and suppdie
According to about half of respondents, participaiin the scheme also had positive effects in ivipgthe
product mix and in accessing new markets. Instéedprogram did not have any appreciable influemte
the access to finance, with only a handful of witavees reporting a positive influence in this a@ueerall,
the influence appears to be stronger in the badim$ benefitting from the Quality Certificatioruls-
component. To some extent this is linked to thé taat, in the case of the BAS sub-component, aifsignt
share of the recommendations formulated by theultamds had only been partly put in place and gfwee,
MGF-funded activities had not (yet) deployed ttedfects.

Exhibit 3.6 MGF Influence on Operations and Structires of Beneficiaries

H not at all = limited influence ® some influence W high influence

composition of the product mix

entry into new markets/market segments
technical efficiency, with increase in productivity
technical and/or managerial know-how of staff
effectiveness of organization and management
easier access to credit

interactions with clients

19



Influence on Relations with Customers Relationships with customers are one of the avdaere the
influence of MGF-supported activities appears tgehbeen particularly appreciated by beneficiargnéir
Several interviewees pointed out that the assistancquality certification helped them to improveeit
credibility and reputation. In particular, firms eypting in the food and in the beverage industhigly
benefited from the implementation of food safegndiards, while firms operating in international iemvment
(either as local branches of international corpanator as exporters in foreign countries) tookaadage of the
standards to build their reputation beyond natitwaindaries. In addition, IT enabled systems weaesgd for
allowing a faster and simpler interaction with otethrough websites and other tools, thus expgrzbntacts
with clients. Some examples of the effect of thalifs on these aspects are reported in the Boxbal@w.

Box 3.2 — Examples of improvements in the relatiohgps with customers

» Example #1 A small company, established in 2010, active dveatisement and public relations received
assistance for the implementation of an informatimanagement system between 2011 and 2012. Thalk& ko
support, the company development a web-based @olatiabling to properly advertise its products tnckceive
orders on-line. The company thus managed to entasgeustomer base, reaching clients which, beforeéhcould
only be contacted individually. The sales of thenpany increased of approximately 10% in one yead,the staff
increased by 9 experts.

 Example #2 A medium size firm operating in the food indusaplied for MGF assistance in 2007 to obtain food
safety certification (ISO 22000). In the opiniontbé director, the firm would have not been ablautonomously
purchase the same services without MGF co-finandihg activities led to an improvement of busin@ggnization
and, more importantly, of its credibility on the rket, which, in turn, allowed attracting new cligiind consolidating
the relationship with old customers. Since 200gany sales increased by nearly 70%, and, tharntke texpanded
financial possibilities, the management recognitedrelevance of the certification, and had thdighess and the
possibility of autonomously renewing it.

Influence in Other Areas. A strong positive influence was also perceivedhenorganizational setting and on
the technical efficiency of operations (respectivd3% an 48% of interviewees reported of high iefice). In
particular, a number of interviewees expressed Hatisfaction with improvements in the interndbmmation
flow, in the clarity in organization (e.g. introdion of time sheets for employees), and in theethdity of
products. Furthermore, the MGF-funded activitidsveed several beneficiaries to diversify their prodmix,
and, in turn, to enter new market segments: ovirdfidghe interviewees reported of ‘some impact’tiis
respect. The certification obtained through thditancing allowed, for instance, the participationpublic
and private tenders for several of the firms iritamed. In other cases, quality standards were ntanda
requirements to access foreign markets — and iticpkar EU countries. Market studies and busindasag
were identified as major contributor in the devehemt of new products and services, as well asdivites
such as re-branding and on-line orders. Some exsnmpe provided in the Box 3.3 below.

Box 3.3 — Examples of diversification of product mi, and entry in new markets and new market segments

» Example #1 A small wine producer and exporter, located ifsDau, obtained in 2010 support from the MGF Far t
implementation of a feasibility study concernindidties aiming at increasing the company’s expdotsards the
EU. Even if, at the moment of the interview, thanpany had only been able to implement some of tters
recommended in the study due to a lack of interesburces, some positive impacts had already ralized. In
particular, the rebranding and label change of sofitkeir products already allowed attracting sorae/ EU clients.
Between 2010 and 2012 the company experienced arkease in turnover, and exports grew from 20%0& of
the total sales.

» Example #2 A medium-size company active in construction il MGF co-financing in 2011 to obtajn
environmental management certification (ISO 1400he certification was smoothly obtained and alldvibe
company to successfully participate in several ipulienders. The awarding of some tenders for |the
construction of residential building works puts twmpany in a very favorable future perspectivetwitbhstanding
the recent completion of the certification, thenfiis already benefiting significantly from increase the turnover o
approximately 50%, and the creation of 20 new jobs.

» Example #3 A liqueur producer was co-financed the activitiegded to obtain food safety certification (ISQQ@2).

20



The company was already exporting before the @atibn, but thanks to the international standamad access ne
markets, in particular Canada and the US, and ctampih internationally known brands, on which thegd a
competitive advantage due to lower selling pridé®& company received the assistance in 2007, apaldgl renewe
the certification autonomously. Between 2007 antR2Be company increased its sales of 150%, trippledstaff, an
significantly increased its exports.

3.6 Impact on Beneficiaries Performance

Trends in Performance Three quarters of MGF beneficiaries recordedharease inturnover between the
year of application and 2012. The average incréasavily influenced by the presence of some vergda
companies) is in the order of MDL 21 million (i&@S$ 1.8 million), while the median increase is achu
more modest MDL 3 million (i.e. US$ 250,000). Pvsitdevelopments were also recorded in terms of
employment with nearly half of interviewees reporting an rie&se, compared with about one third
indicating no change and one sixth reporting aideclThe average increase of 7 employees is again
influenced by the presence of some large emplofpeith a few companies increasing their staff by enor
than 100), and the median increase of 3 employea®ie representative of the situation of the nitgjof
firms. Regardingexports the number of exporters increased by some 10%uinsample, from 53 to 59)
and three quarters of those who were already expaat the time of the application recorded anease in
expert sales. The average increase is a quitdisagmti MDL 7.9 million (i.e. some US$ 680,000). Hever,

the bulk of the increase can be traced to onlyetlm@mpanies, who posted increases in excess of MIDL
million each. When these outliers are excluded, aherage increase is a much more modest, falling to
around MDL 4.2 million (corresponding to roughly $350.000).

MGF Impact. The support provided by MGF appears to have ededn influence on beneficiaries’
performance, although the magnitude of the selbnted impact varies considerably. In the case pbes, a
‘significant’ impact (i.e. ‘high impact’ or ‘somaripact’) is reported by more than 50% of the intemges
actually active in export markets. However, therehdeclines to a much less impressive 23% when the
whole sample (i.e. including non exporters) is adgr®d. The perceived influence of MGF-funded aiéis

is stronger in the case of turnover, with almos®%76f interviewees reporting a ‘significant’ impact,
compared with little more than 10% reporting no @oipor unable to answer. Instead, MGF-funded digtsvi
appear to have had much less influence on employmetih 56% of interviewees reporting ‘no impact’
compared with less than 40% indicating a signifidgampact. In this respect, it should be noted gw@ne
interviewees maintained that activities supportgdMiF had a ‘labor saving’ effect, as improvemeints
efficiency and productivity reduced the need fomoa labor.The self-reported MGF impact on different
performance variables does not appear to be irdkerby the type of assistance received (e.g. Qualit
Certification or BAS), nor by the main structurariables.

Exhibit 3.7 Self-reported impact on sales, exporiand employment
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H some impact
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sales exports (all exports (exporters employment
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3.7 Comparison with Similar Schemes

Other Support Schemes MGF is not the only support scheme aimed at ivipg the effectiveness of
private enterprises active in Moldova. In particuidhe ERBRD is running a Business Advisory Service
(EBRD-BAS), also aimed at facilitating access tmsudting services and operating on a matching grant
basis. Other initiatives include the USAID-funde&ED II, which targets advocacy and policy analysis
capabilities of traditional industries (such as app and textile, fashion accessories, home furmgshnd
wine) and the UNIDO Industrial Energy Efficiencyhd salient features of the EBRD-BAS, the main
competitor of MGF, are summarized in Box 3.4 below.

Box 3.4 — Salient Features of the EBRD-BAS

Launched in 2005, the EBRD-BAS also aims at fatilig Moldovan firms’ access to a diversified ramfe&onsulting
services by supporting the implementation of prigjetith local consultants on a cost sharing b&iisce its launch
the EBRD-BAS has implemented about 500 projectseing a wide range of services. Before 2010, thkx lof
projects focused on the implementation of managéinéormation systems. Currently, assistance ferdbevelopmen
of marketing plans/strategies and energy efficiemmyount for the majority of supported projéttsvhile sharing some
important features, the EBRD-BAS and CEP-MGF al®pldy significant differences. First, neither figreowned
firms nor large companies are eligible for EBRD-Bé&financing. Second, EBRD-BAS does not providepsut for
quality certification (only for quality certificain consultancy services), whereas, as indicategdeabibincreasingly,
provides support towards the implementation of gpefficiency consulting services. Third, in theseaof energy
efficiency projects, the EBRD-BAS co-financing raéigher, up to 75%.

Comparison MGF — EBRD-BAS About one fifth of interviewees were in the pmsitto compare the MGF
with the EBRD-BAS. For most of the aspects considein the comparison, the views expressed by
interviewees are in favour of the MGF, althougls@veral cases (e.g. eligibility criteria, assistapmvided

to applicants, etc.) a significant share of respoitel considers the two programs as broadly equiizalde
only two aspects for which the EBRD-BAS receivesnare positive assessment are (i) the nature of
activities eligible for co-financing (but the maitgrof respondents are neutral on unable to passfarmed
judgment), and (ii) unsurprisingly, the co-finargirate.

Exhibit 3.8 Comparison between MGF and EBRD-BAS

share of co-financing 26% 68%
nature of c.o—.f.inanceable 47% 27%
activities

eligibility criteria 55% 13%

modalities of selection of 520 19%
consultants
documentation for application 48% 19%
time betwe;epnp?gfallilcation and 48% 230
e beven submisson of
assistance by program 81% 6%

manager

M better the MGF m the two programs are similar ~ better the BAS m can't compare

9 The high and rising share of energy efficiencyises is partly linked to the existence of a deideEBRD-funded
Credit Line, the Moldovan Sustainable Energy Fimagd-acility (MoSEFF), which provides loans fron28,000 to 2
million (with a grant component of up to 20% of tban amount).
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3.8 MGF Additionality

Survey results suggeatremarkable level of additionality of the MGF campnt. Indeed, less than half of the
beneficiaries interviewed maintain that they wobklve been able and willing to pay the full costtlod
services, in case MGF support was not available. [&el of additionality is higher in the case loé BAS
sub-component (only 40% would have been able téeimgnt the initiatives on their own), which is cistent
with the average smaller size of beneficiaries. dpgosite holds true in the case of the Qualitytifiztion
sub-component, where the higher share of well ksttelol companies obviously translates into a higihdity

to pay for consulting services.

Exhibit 3.9 Level of Additionality
Quality Certification BAS Overall
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8% yes no yes 109 yes
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Irrespective of the opinions voiced by intervieweesich might be influenced by tactical considerasi
regarding the possibility of future access to simiforms of assistance, the overall fairly higheleof
additionality is confirmed by the very limited uskconsulting services made in the past by MGF figinges.
In fact, less than 10% of respondents reportedprifigiant use of consultants in the three yearsquimg the
application, 30% declared making only a sporade afsconsulting services (only one time over thyears)
and more than 60% indicated that they had not asgaonsultant at all in that period.

3.9 Overall Assessment and Future Prospects

Overall, MGF beneficiaries are definitely satisfiaith their experience with the scheme, with 99% of
positive or very positive assessments, and only o@eatral assessment. Given this fairly enthusiastic
assessment, unsurprisingly more than 90% show & woless strong interest in participating in plolssi

new editions of the pro

gram.

The positive assessment of the MGF experience hadnterest in future participation are nonetheless
accompanies by a number of suggestions regardinly pmcedural and substantive aspects. As for
procedures, predictably, a significant share opeadents supports a simplification and/or clartima of

the documentation as well as shortening the tings Igppresumably with respect to the reimbursement
process). In substantive terms, the vast majofityespondents venturing the formulation of suggesti
support the broadening of MGF's scope to encompasdor-specific services and training, such as
management training for the food industry, the hatal hospitality sector, etc. Other areas of peospe
interest include (i) market access and internatioeéworking, such as the support for the partiograin
international exhibitions, international exchangeith businesses operating in the same sector, @&nd (
energy efficiency consultancy services, similathiose provided by EBRD-BAS and UNIDO.

It is important to note that the reported interagiarticipating in future matching grant schensesbviously
influenced by the co-financing rate, although itwebtake a quite significant reduction in the lewélco-
financing for the interest to disappear. In fast,shown in Exhibit 3.10 below, 85% of respondentsiiey
still be interested (definitely or probably) in peipating if the co-financing rate were reduced Ly
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percentage points to 40%. However, the share @npially interested decline more markedly to 54%ase
the co-financing rate is reduced to 30%, whileduotion to 20% percent would leave only a mode8t ©8
firms potentially interested. This sort of sensitivexercise one the one hand confirms the higkelley
additionality of the MGF in its present form, oretbther hand, it suggests that there is some (@tutoo
much) room of maneuver for achieving higher lewélsost effectiveness.

Exhibit 3.10  Share of interviewees interested in pécipating in case of lower co-financing rates

M definitely no
M probably no
don't know
I probably yes
W definitely yes

40% co-financing ~ 30% co-financing ~ 20% co-financing
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4 EVALUATION OF THE MGF COMPONENT — IMPACT ASSESSME NT
4.1 Introduction

Overview. The purpose of this section is to establish wérethhe MGF produced the desired effects on some
pre-established dimensions of interest by idemtgyand estimating causal effects through counterdhc
methods. The central question is rather narrdwaw’ much difference does MGF maké&hswers are
numbers, or more often differences, to which ftlausible to give a causal interpretation basedropirical
evidence and some assumptions. In other wordsséon aims at answering the question of whetteer
difference observed in firm-level outcomes after participation in the MGF is caused by the MGElftsor

by something else.

In principle, variables of potential interest ftretanalysis encompass a broad range of firm’s pedice
indicators, given the MGF final objective of enhawgcthe competitiveness of Moldovan firms. However,
due to limitations in the micro data availabilithe analysis focused on the following seven vaeistb(i)
total sales, (ii) number of employees, (iii) vahaded, (iv) operating profit, (v) productivity, \iihvestment,
and (vii) export sales. Most of micro data on gmises were extracted from two large business degas
managed by the BNS, and namely: (i) hecheta Structural Anuak (ASA), run annually since the early
2000s; and (i) theRapport Financiar(RF), submitted annually by enterprises. Data gpods were
obtained from the Customs Administration. For h& three sources, data obtained cover the peraod fr
2005 to 2011.

Box 4.1 - Retained Outcome Variables

Some basic information about the outcome variatdésined for the counterfactual analysis as welleascomments

on data availability and reliability are as follaws

» total salesreference is made to sales, with exclusion ofctigtalized production. Estimates were performedhf
both the ASA and the FR datasets and substanti@istency in the results achieved from the two ceaiwas
detected;

* number of employeesdata on employment came form the ASA datasetwim forms: (i) average number of
employees during the year, and (ii) number of elyg®s at the end of the year. In principle, the farmeasure
would be preferable, especially for the calculatiéproductivity (see below). However, experienbewss that this
measure is often imprecise (as it requires moraitieg burden for respondents) and, therefore regfee is made
to the number of employees at the end of the year;

e value addeddata on value added can be computed using theds$a#set, as the difference between total sales and
the cost of goods and services purchased. Thiablarcannot be calculated from the FR dataset, hwiies not
distinguish among the various production costs;

e operating profit data on operating profit are available from bihth ASA and the FR datasets, although the way
they are operationalized is slightly different. &ivthe nature of the analysis, the operating pvedis preferred ta
the gross profit or net profit (net profit is infoced by taxation, which may vary overtime, irresipe of the role
played by MGF activities);

» productivity. reference is made to average productivity, he. ratio between total sales and employment for |any
given year. Productivity could therefore only bécatated from the ASA dataset, the only one whovjgles datal
on employment level per firm;

e investment reference is made to investments in long terngitde and intangible assets. More specifically,
investment have been calculated as the differert@den the value of assets in two consecutive yeaged on
data from the FR dataset;

e export salesdata were retrieved from the customs datase®steftre, they have the advantage of having nolrecal
(or other) bias in the outcome variables, as ipleag in the firm-level surveys such as ASA or FR.tke negative
side, data on exports have the highest rate ofimgisalues.

Control Group. In order to identify the (causal) effect of theGM, the changes observed among the
supported firms need to be compared to the chatiggsvould have been observed over the same time
period for the same firms, had they not receiveel MGF support (the latter hypothetical figure, not
observable by definition, is labeled ‘counterfatjudherefore, the counterfactual change mustdigaved
from data pertaining to other firms that, while sapported by the Facility, are similar enough redibly
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reproduce what would have happened to the supported in absence of the MGF grant (this group of
similar firms is labeled ‘control group’).

Two alternative strategies could have been addptédentify the control group. Thierst strategyis based

on the availability of pre-intervention observablaracteristics for both the supported firms ahthal other
eligible ones that did not apply for support, whasenber is typically many times larger than the hanof
supported firms. With the appropriate technique® can select firms that share the same pre-inteove
characteristics but did not receive support, givingre weight to those characteristics that areetated
with the participation in the program. Thecond strateggepends upon the presence of firms that applied
for support but were rejected or otherwise didnegeive the required assistance. These firms shithiehe
supported firms the same intention to undertakeattions supported by the program, which is an maod
proxy of unobservable features such as busineategies and managerial abilities, as well as specif
market trends to which the firms are exposed.

As the first strategy was not feasible due to duthé impossibility of obtaining the whole datadeten the
BNS, the counterfactual analysis of the MGF adofitedsecond approach, i.e. comparing the firmsdiht
benefit under the MGF (théeneficiaries) with a ‘control group’ consisting of those firntkat applied for
MGF support but in the end did not carry out thejgut and, therefore, did not receive any funditing (
‘applicants only). To some extent, the selection of the ‘applisaonly’ as ‘control group’ has solid
conceptual reasons. Indeed, those who appliedhtorMGF support were obviously informed about the
initiative and interested in it, and this ‘self etion’ mechanism (that refers to ‘unobservableitdiees)
makes them a good match for the beneficiagigsiori. Obviously, the fact that these firms in the eid d
not participated in the initiative suggests thaditiinterest declined along the way and/or thatfitmas did
not have the money to finance their part of thgqats (which in turn, it suggests that they migavé been
financially weaker than the ‘beneficiaries’). Howeey the existence of some differences between the
‘beneficiaries’ and the ‘applicants only’ is unadable by definition. In practice, the best tradebaftween
the available alternatives needs to be found aadstibgroup of ‘applicants only’ can thus be assuasd
more similar to the beneficiaries than any oth@ntcol group’ that could potentially be identifiech the
basis of structural features of the firms (sucloaation, legal form, staff, total sales).

4.2 Data Set

The counterfactual analysis has been performed data sample including 538 records, namely: (i) 325
beneficiaries, and (i) 213 applicants orlyMicro data for individual enterprises on the gsevetained
outcome variables for these firms provided fromttitee above mentioned sources (ASA, FR, and cisstom
data on exports). Therefore, the final datasetpareel of yearly activity, with an average of seays of data
per firm during the 2005-2011 period.

Overall,the group of the beneficiaries and the control gnow@appear quite close to each other in terms of

structural variables In particular, as illustrated in Exhibit 4.1 ath@ below:

e as for sectoral distribution, manufacturing and owrce sectors represent about two thirds of bath th
MGF beneficiary and control group samples;

* the distributions of MGF beneficiaries and contfiolms across locations is very similar, with both
groups largely concentrated in Chisinau (aboutetifioarths of firms for each group);

e the distribution of the type of ownership is alsml@gous between the two groups, although foreign
owned firms are more comparatively more presentranb@neficiaries (24% versus 14%);

e finally, a somewhat more important difference betwé¢he two groups emerges in terms of distribution
of the size of the firms (as measured by the nurobemployees). Indeed, the control group incluales

1 The identification of the data sample involved eseW steps. First, the lists of both ‘beneficiariasd ‘applicants
only’ were created based on the collection andfieation of different sources of information. Sedprsome data
inconsistencies were corrected and some recorddypiitting the purpose of the analysis were eliatied (e.g. non
commercial entities and firms whose request fombeirsement was rejected for various reasons, sacfalae
documentation, conflict of interest in selectingisoltants, etc.). These activities led to creatibma final list of 548
firms (335 beneficiaries and 213 applicants orlg), which micro data for individual enterprises waybtained from
BNS and Customs. Finally, 10 large beneficiary fiyfor which no similar control could be found, weliminated in
order to reduce the asymmetry between beneficianidscontrol group.
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higher share of micro firms (16% as opposed to 8¥GF beneficiaries) and a smaller share of large
firms (12% as opposed to 17% of MGF beneficiaries).

Exhibit 4.1 Comparison for beneficiaries and ‘applcants only’ for some structural variables
Sector of activity Ownership Location
Gy Man_ufac- Commerce| Others | Private | Public el Chisinau Fezaial dz
turing part. Country
Beneficiaries | 133 (41%) | 88 (27%) 106 (329842 (74%) 8 (2%) | 77 (24%) 245 (75%)| 82 (25%)
Non 0, 0, 0, 0, 0, 0, 0, 0,
beneficiaries| 78 (38%) | 51(24%)| 80 (38%)L74 (84%) 5 (2%) | 30 (14%) 154 (74%)| 55 (26%)

Exhibit 4.2 Comparison between beneficiaries and faplicants only’ in terms of the size of the firms
Micro Small Medium Large
(1-10) (11-50) (51-250) (over 250)
Beneficiaries 17 (8%) 83 (38%) 84 (38%) 37 (17%)
Non 20 (16%) 47 (39%) 40 (33%) 15 (12%)
beneficiaries

MGF beneficiaries appear quite similar to the cootrgroup also in terms of export sales. By contrasi
other outcome variables, including total sales amaff, take on larger values for beneficiariess
illustrated in Exhibit 4.3 below). However, this hatanced situation was in part expected, given the
comparatively smaller size of applicants only (adidated above), and more importantly, the fact tha
control group firms eventually did not implemeng tbrojects, at least in some cases, due to a fatiooey

to finance their part of the projects (which inrtusuggests that they might have been financiapker
than the ‘beneficiaries’).

Exhibit 4.3 Panel Data on Outcome Variables
Outcome 2005 2006 2007 2008 2009 2010 2011
Export Beneficiaries 12.363 | 18.873 | 20.827 | 24.430 | 16.113 | 20.029 20.690
(in MDL [N] - [83] [111] [118] [118] [116] [118] [124]
million) Non beneficiaries | 9.697 17.498 | 15.958 | 16.808 | 12.959 | 14.365 18.486
[N] [52] [57] [57] [59] [49] [54] [49]
Sales Beneficiaries 25.951 27.13 29.49 33.17 27.21 32.20 49.99
(in MDL [N] - [233] [252] [269] [294] [294] [303] [305]
million) Non beneficiaries | 18.78 17.00 20.08 22.24 17.03 17.16 18.95
[N] [136] [149] [164] [175] [184] [192] [188]
Beneficiaries 160 136 122 120 98 96 96
[N] [149] [179] [211] [218] [248] [251] [259]
Employmen Non beneficiaries 173 139 109 110 82 75 70
[N] [78] [98] [122] [122] [138] [147] [152]
Investments Beneficiaries 3.29 2.94 3.66 2.20 1.70 1.49
(in MDL [N] - [234] [255] [269] [280] [291] [298]
million) Non beneficiaries 1.87 2.49 1.91 1.31 1.15 1.17
[N] [137] [151] [164] [169] [177] [179]
Productivity Beneficiaries 0.49 0.44 0.52 0.61 0.54 0.78 0.94
(in MDL [N] - [149 [179] [210] [217] [246] [251] [258]
million) Non beneficiaries 0.33 0.37 0.37 0.66 0.60 0.50 0.77
[N] [78] [98] [121] [119] [137] [147] [148]
Value Added Beneficiaries 9.62 10.49 12.04 13.59 13.35 16.34 17.79
(in MDL [N] - [133] [166] [201] [207] [223] [239] [244]
million) Non beneficiaries 9.23 9.27 6.24 11.42 10.23 9.79 10.66
[N] [72] [91] [111] [112] [129] [141] [138]
Operating Beneficiaries 1.10 0.74 0.45 1.30 0.82 1.93 1.73
Profit [N] [245] [260] [281] [291] [304] [311] [309]
(in MDL Non beneficiaries 0.76 0.57 1.02 0.97 0.61 0.77 1.18
million) [N] [149] [157] [173] [184] [192] [195] [191]
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4.3 Methodology

A major issue in conducting the quantitative analymncerns the fact that the inclusion among MGF
beneficiaries is far from random. In fact, bengfi@s may differ substantially from other firms timose
characteristics that affect participation as wallthe outcome variables (and, indeed, as illustrateove
‘beneficiaries’ and ‘applicants only’ differ quitggnificantly in terms of outcomes). Under thesaditions,
non-experimental methods have been used to cdmesklection bias and obtain credible estimatethef
impact of MGF assistance. In particular, two apphes were used to conduct the quantitative anabdfsis
the impact of the MGF: (i) propensity score matching - difference in differemestimato{Model A); and

(i) a sensitivity analysis througiwo regression model@iodel B). The key steps undertaken to perform the
former model are briefly illustrated here below,emmsthe specifications afivo regression models - an
ordinary least squares (OLS) and a robust regmnegkiober estimator) - to performsansitivity analysis are
provided in Annex C.

Model A consisted in @ropensity score matching plus difference-in-difisrces(PSM-DID) estimator.

This estimator has been widely used in evaluatidqsograms in several areas, and in particuldhénarea

of firm subsidies. The approach consists in twpstes follows:

» first of all, a statisticalmatching procedureto associate each beneficiary with the closest- non
beneficiaryis conducted. More specifically, each beneficiagswnatched to the ‘applicant only’ most
similar in terms of probability of receiving the NFEGrant (this probability, calculated on the baxfis
individual, pre-treatment characteristfcsis called ‘propensity score’). While matching @sgtions
ensure that the only remaining difference betwéentivo groups is the receipt of MGF grant, thep als
lead to the drop of a number of beneficiary firmsose propensity score is higher than the maximum or
lower than the minimum score for the control grdunpour case, this results in a half loss of bemafy
firms). The propensity score matching was perfornusthg three strategies: (i) Kernel matching
(identified as the best option, as it maximizes thanber of observations); (i) Nearest Neighbor
matching; and (i) Radius matchitig

* once the two groups have been identified, the itnpatmates were obtained througlditierence in
difference procedure (DID), i.e. by comparing the performan€ébeneficiaries’ and ‘applicants only’
observed before and after the intervention. Morec#igally, the pre-intervention year was set aé on
year before firm’'s application for MGF assistarnadjle two years after the application was considere
as the most adequate post-intervention year. Indeedriod of two years since the MGF applicat®n i
considered sufficiently long to fully implement MGiupported activities and, more importantly, for
MGF impacts to materialize, on the one hand, arelgmt the lost of an excessive number of
observations, on the other hahdrhe difference in difference procedure allows toaifing for local
economic and sector specific market conditions thay affect the outcomes in different ways between
MGF beneficiaries and applicants only, indepengeintim the participation in the MGF initiative.

4.4 Results

First of all, it is worth stressing that, whatewxbe econometric approach adopted, similar pattemie
found. In particular, and as illustrated in Exhibi#t below, gositive andstatistically significantimpact on
export performance two year after the applicatiorasvfound Based on the results of Model A, the size of
the effects on export sales is larger for MGF bier@fes compared to the control group, and the
incremental value of exports is included in the M®and 12 million range (roughly, between US$ @60,
and US$ 1,040,000). The results of the regresdidieglel B) are partially consistent with the findaof

2 The explanatory variables included a large sdirofs characteristics: (i) a set of dummies focdtion, sector and
type of ownership, (ii) a categorical variable fom size in terms of employment, (iii) two vectofsr sales and
employment pre-treatment differences, and (iv) wectors for sales and employment pre-treatmentigien

13 For detailed description of the three matchingtetjies see Annex C.

14 As indicated above, 2011 is the last year for Whiata are available in BNS datasets. This meaatstitie firms

which applied in 2010 are excluded from the samp$e2012 data would be necessary to calculatedbetgatment
difference. If the post-treatment difference issidared on a three-year period, which eliminatee #he firms which
applied in 2009, a larger number of firms are eaetlifrom the sample.
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Model A, showing positive and statistically signédnt impact on export sales two years after thécgtion
in the order of MDL 8.9 million.

Exhibit 4.4  Export: Two year DID estimates
Estimator Impact on Export Sign. N treated N control
PSM-Kernel 9.070* 0.056 59 19
PSM-Nearest neighbor 12.053** 0.035 62 19
PSM-Radius 10.180** 0.026 55 19
OoLS 8.975* 0.083 68 20
Robust regression 1.968 0.320 68 20

Results in million of MDL

Statistical significance: *** 99%, ** 95%, * 90%

Estimates taking into consideration a three-yeat-preatment period were calculated to test ifithgact on
exports has a decreasing or increasing trend. Agdirestimations from Model A produce statistigall
significant positive impact, with a value of impaetnging between MDL 9 and 12 million in favor of
beneficiary firms three years after the applicati®iven that the impact on export is right of theng size as
the one estimated two years after the applicatiaran be inferred that tHdGF impact on export shows a
downward trendafter the second year after the treatment.

Exhibit 4.5  Export: Three year DID estimates
Estimator Impact on Export Sign. N treated N control
PSM-Kernel 10.470%** 0.010 51 18
PSM-Nearest neighbor 12.318*** 0.004 51 18
PSM-Radius 9.842** 0.020 47 18
OoLS 8.842 0.171 55 19
Robust regression 3.373 0.271 55 19

Results in million of MDL
Statistical significance: *** 99%, ** 95%, * 90%

As illustrated in exhibits from 4.6 to 4.11, fall other outcome variables, no significant effetwo year
after the MGF application was detected’he only partial exception is represented by dhkes variable.
Indeed, the robust regression shows a positivafsignt impact on total sales. Given that thishe only
estimation reporting a similar result, no robustatasions on the validity of this finding can bdeimed.
Notwithstanding, considering that thiepact on sales is always positive for all estinoatf, some
conclusions at least on the sign of the impactoEadrawn.

Exhibit 4.6  Turnover: Two year DID estimates
Estimator Impact ?:S-I;;tal sales Sign. N treated | N control
PSM-Kernel 14.045 0.150 102 57
PSM-Nearest neighbor 10.789 0.323 103 57
PSM-Radius 13.122 0.130 102 57
OoLS 6.996 0.118 117 68
Robust regression 4,755+ 0.004 117 68

Results in million of MDL

Statistical significance: *** 99%, ** 95%, * 90%
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Exhibit 4.7 Employment: Two year DID estimates
Estimator Impact on the Number Sign. N treated | N control
of employees
PSM-Kernel 4214 0.751 102 57
PSM-Nearest neighbor 5.301 0.738 103 57
PSM-Radius 2.528 0.876 102 57
oLS 1.713 0.880 117 67
Robust regression 1.589 0.624 117 67
Statistical significance: *** 99%, ** 95%, * 90%
Exhibit 4.8 Investment: Two year DID estimates
Estimator Impact on Investment Sign. N treated | N control
PSM-Kernel -0.099 0.973 100 58
PSM-Nearest neighbor 0.051 0.986 101 58
PSM-Radius -0.171 0.940 100 58
oLS -1.136 0.699 124 73
Robust regression -0.255 0.496 124 73
Results in million of MDL
Statistical significance: *** 99%, ** 95%, * 90%
Exhibit 4.9 Productivity: Two year DID estimates
Estimator Impact on Productivity Sign. N treated | N control
PSM-Kernel 0.051 0.408 102 57
PSM-Nearest neighbor 0.043 0.532 103 57
PSM-Radius 0.047 0.546 102 57
oLS -0.339 0.105 117 67
Robust regression 0.032* 0.091 117 67
Results in million of MDL
Statistical significance: *** 99%, ** 95%, * 90%
Exhibit 4.10 Value Added: Two year DID estimates
Estimator Impact on Value added Sign. N treated | N control
PSM-Kernel 5.716 0.465 99 53
PSM-Nearest neighbor 1.808 0.838 100 53
PSM-Radius 5.063 0.452 99 53
oLS 1.565 0.628 112 61
Robust regression 0.489 0.567 112 61
Results in million of MDL
Statistical significance: *** 99%, ** 95%, * 90%
Exhibit 4.11  Operating Profit: Two year DID estimates
Estimator Impact on Qperatmg Sign. N treated | N control
profit
PSM-Kernel 2.237 0.196 102 63
PSM-Nearest neighbor 3.354* 0.070 103 63
PSM-Radius 2.308 0.142 102 63
oLS 0.825 0.394 128 86
Robust regression -0.001 0.999 128 86

Results in million of MDL

Statistical significance: *** 99%, ** 95%, * 90%
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Finally, the separate analysis of the impacts geadrby the two MGF sub-components (quality cedifon
and BAS) was severely limited by the small samjtess’. Indeed, since BAS was introduced in 2009, the
significance of MGF effects as two years differenamuld be excessively diminished by the lack dtadle
outcome data. The analysis replicated for firmg temefitted of MGF assistance for quality ceréfion
confirmed the positive effect on export activitys dicated in Table 3.12 below, two out of thregtching
procedures (Radius and Kernel) show positive aatisitally significant growth in export, betweernDU

7.9 and 8.3 million two years after the applicatibBlowever, such as result was largely expecteengiiaat
this type of assistance was received by the lamenity of the sample firms.

Exhibit 4.12  Export: Two year DID estimates for Quadity Certification Sub-Component

Estimator Impact on Export Sign. N treated N control
PSM-Kernel 7.876** 0.041 56 19
PSM-Nearest neighbor 5.873 0.205 60 19
PSM-Radius 8.304** 0.033 55 19
OLS 9.004* 0.087 66 20
Robust regression 1.542 0.468 66 20

Results in million of MDL
Statistical significance: *** 99%, ** 95%, * 90%

To sum up, even if the selection of the ‘applicamyy’ as ‘control group’ has a plausible motivatjdahe
major weakness of the analysis lays in the smati$a sizes, in particular the size of the controlug. Not
only for the small number of controls included e tanalysis but also for the impossibility of séleg any
control firms outside of the applicant firms.

15 Of the 325 beneficiaries, 206 benefitted from stasice for quality certification, 103 for BAS, atite remainder
received grants for both types of assistance.
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5 EVALUATION OF THE LOC COMPONENT
5.1 Introduction

This Section provides an overall evaluation of tH@C component. Section 5.2 provides a summary
presentation of the component and of beneficiarpdi Section 5.3 reviews implementation arrangesient
Section 5.4 reviews the influence exerted by LO@psuted initiatives on the activities of benefigidirms.
Section 5.5 assesses the impact of beneficiariegbimance. Section 5.6 compares the LOC with other
donor/IFI-funded credit lines. Section 5.7 dealthwthe issue of additionality. Finally, Section p®vides a
summary assessment. The analysis presented hemesity based on the results of the survey of LOC
beneficiaries, integrated as needed with dataesetd from Project documents or provided by thetiesti
involved in the LOC implementation and with infortioa retrieved during in-depth interviews.

5.2 Component Overview

Basic Features The LOC component provides funding to banks @utigipating financial institutions —
PFI) for on-lending to eligible enterprises in sogmf their working capital and investment finamgineeds.
The LOC saw the involvement of six commercial bamfsvhich one, however, eventually did not make us
of available funding. Launched in 2009, the LOG@adninistered through an apex arrangement by théitCre
Line Directorate (CLD), an autonomous structurehimitthe Ministry of Finance, entrusted with the
management of various internationally-funded criais.

The key characteristics of LOC loans can be sunzedras follows:

*  maximumsizeof the LOC loans is up to € 800,000 (or equivglémt financing investments and up to €
500,000 equivalent for financing the working calpifédnhe maximum amount of all LOC loans provided
to one beneficiary (or group of connected partsés)l not exceed the equivalent of € 1 million;

* loans have been financed in thdiferent currencies- MDL, US$ and Euros - based on beneficiary’s
and PFI's decision;

» themaximummaturity is up to eight years for investment loans andoufptir years for working capital
loans;

» theinterest ratesvary depending upon the currency and are adjussid-annually, based on inflation
rate for loans in MDL and the 6-month LIBOR for t@adenominated in foreign currency. The interest
rates are typically between 100 and 200 basis ptomter than those charged by banks on loans funded
with own resources;

» businesses eligibldor financing include private enterprises registein Moldova that have been in
operations for at least two years asn@ engaged in a variety of sectors (agricultugeo-processing,
manufacturing or other economic activities) pronglplanning to provide goods, services and works
directly related to generation of export revenues.

The US$ 22.5 million total funding of the LOC iswdully disbursed (with the bulk of funding disbeds
during 2011) and it is currently managed as a kewglfund, as repayments are received. Between2®id
and the end of 2012, a total of 74 loans had béslvursed to 60 enterprises, implying a non nedkgib
occurrence of repeated beneficiaries (over onk @ftthe firms got more than one and up to foun&)a
Two thirds of LOC borrowers received working capltans, one fifth got investment loans, and the&t re
obtained both working capital and investment lodie average size of LOC loans is about US$ 400,000
The majority of loans fall in the US$ 100,000 - 3 range, while a handful number of loans excgede
US$ 800,000 and a similar number had a very sniadl, elow US$ 50,000. The distribution of loans
disbursed by size illustrated in Exhibit 5.1 ovafle
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Exhibit 5.1 Distribution of LOC Loans per size
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Beneficiaries Firms The vast majority of LOC beneficiaries are waltadlished businesses, in almost all
cases set up before mid 2000s and including a emfpperations dating back to the 1960s. Fronttosd
point of view, manufacturing and, more specificallggri-business account for the majority of the
beneficiaries. The service sector, including tradesport and tourism accounts for almost andted of
beneficiaries. The remainder includes handful adftical operations and a couple of construction
companies. About half of LOC borrowers are basedhiisinau, one quarter is located in the Centragiéte
with the rest being subdivided between the Nortlagch Southern regions.

Exhibit 5.2 Sectoral and geographical distributionof LOC beneficiaries
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The incidence of established businesses among L&d€figiaries is also confirmed by firm data on anu
turnover and employment before the disbursemetiteof OC loan. Half of the beneficiaries have a raedi
(one fifth) or large (30%) size, sometimes withntwrers well in excess of US$ 10 million. Overaligt
average turnover posted by LOC beneficiaries wakerorder of MDL 50 millions (approximately US$®4.
million). Consistently, more than half of the firrhave at least 50 employees, with an average afeab@0.
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5.3 Implementation Arrangements

Application/Approval Process. The overall opinion held by beneficiary firms orethOC application
process is broadly positivénformation initially provided by PFI about the LOE regarded as clear and
comprehensive by the vast majority of interviewd@dge loan application and the supporting documantat

to be provided attracted a comparatively smallegrele of appreciation, but they were still regardead
simple by the majority of beneficiaries (58%). Tless satisfactory aspect concerned the time elapsed
between the application and the approval of then,lagith less than 40% of beneficiaries interviewed
providing a positive assessment, the rest beinglgsubdivided between firms holding a neutralniqn

and firms considering this delay excessively loimgleed, the prolonged duration of the approval gsec
was also mentioned by some of the PFI (and, iriquéar, was pointed out as the key reason for #ilere

to use available funding by one retained PFI). Kinadess, the situation reportedly improved oveeti

Disbursement ProcessBeneficiaries’ opinions on administrative procesuafter loan approval are even
more positive. The general view on the documemaitmout the utilization of the financing (quotasdnom
suppliers, invoices, etc.) is largely positive, fapiconsidered fairly simple by almost two thirds of
interviewees. Opposite to the above mentioned dellaythe approval process, it has emerged thag onc
approved, LOC loans were typically disbursed famdpidly. Indeed, the vast majority of the intewes
firms (86%) judged the time elapsed between thecyap of the loan and the actual disbursement ef th
money short enough. Finally, almost half of berafies interviewed had received a monitoring vigim

the CLD after receiving the LOC loan. Again, thismtoring exercise does not seem to representsance

at all. Indeed, no single interviewee reported problem/difficulty in interacting with CDL staff,ral, as a
matter of fact, in most of the case the interactidth CDL was regarded as useful and productive.

Exhibit 5.3 Satisfaction with LOC Procedures

M strongly agree M agree M neither I disagree  strongly disagree

initial information was clear

and comprehensive 11%
documentation was armple S g
T o was anot R
o nancing was sime. IR
time between approval and 7% 7%

disbursment was short

personnel were helpful and
ready to assist

Overall AssessmentOverall, the opinion regarding LOC proceduralexsp is definitely positive. AlImost
90% of the beneficiaries assessed their experiefiteprocedures to obtain LOC loan(s) as a positive
very positive one, with only a handful of intervie@s providing a negative or, more often, neutmlwi
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5.4 Influence on Beneficiaries’ Activities

Introduction. Despite the fairly recent disbursement of many LU@ahs, activities to be financed with loan
proceeds have been already fully implemented invidm majority of the cases. Only a handful firms,
typically repeated beneficiaries that recently oted an investment loan, have not carried out thsaged
activities in full yet. As a result, activities finced through LOC loans have already exerted a rainge of
positive influences, both in a direct and indiregty, on the several aspects of business operasiens
illustrated below.

Main Direct Influence. Consistently with the prevalence of working cabfinancing, about three fourths of
the interviewees ascribed to LOC loans a positifece on their ability to (i) purchase raw matesiah
larger quantity and/or at the most appropriate timwed (i) improve their payment terms to business
suppliers. In case of less frequently occurringestment loans, beneficiaries typically reported an
appreciable influence on the modernization of bessnequipment and/or facilities (e.g. expansion of
bus/trucks fleet, installation of new equipmentdorting and packing seeds, modernization of mgftline,
etc.), which, in turn, led to improvements in tleehnical efficiency of business operations andboan
expansion of production capacity. To a lesser dedoan proceeds were also used to support thg intr
new markets or market segments. Finally, the initeeexerted by LOC loans on the composition of the
product mix (with the development of new producgpears rather modest. Nevertheless, some positive
results were also achieved in this area, as idtestrin Box 5.1.

Exhibit 5.4 LOC Influence on Operations and Structues of Beneficiaries

M not at all = to limited influence ®m some influence M high influence

expansion of production capacity 25%

modernization of equiment and/or facilities 9% 25%

improvement of composition of product mix 23% 12%

entry in new markets/new market segments 23%

purchase of larger quantity of raw materials/at the right
moment

58%

reduction in delays in payments to suppliers 46%

improvement of payment terms to customers 16%

Box 5.1 — Examples of development of higher valuelded products and services

e Example #1 A leading agribusiness company involved in preges and exporting walnuts obtained gn
investment loan to modernize the processing procesanks to the purchasing of a walnut sorting riveeh
investment, the company significantly improved fimal product quality with reference to differemtérnational
quality parameters, such as size, color, and paskaghich are of paramount importance for foreigyess. More
specifically, the new machine allowed fully meetiag international standard concerning the marketind
commercial quality control of inshell walnuts (i.ENECE Standard DDP-01). This positively influencis:
company’s reputation vis-a-vis foreign importersl éacilitated the penetration of new export market012, the
company moved beyond its traditional European marikestart exporting to China and Australia (aéckfved its
very first order from an US importer).
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« Example #2 A company in the hospitality industry used LO@noproceeds to complete the reconstruction jand
modernization of a hotel in Chisinau. As a resfilihis renovation works, the company was able tgdly increase
the hotel quality standards and to start and sséagsconclude partnership negotiations with wéslrgest hotel
chain (i.e. Best Western). After (and largely daog the LOC loan, the company managed to doublantsual
turnover and to hire two additional full-time empées.

Other Influences. In addition to the above mentioned direct effestseral interviewees pointed out that
LOC loans produced indirect and/or broad positiffects. In particular, some LOC (working capitalphs,

in addition to the strong positive influences répdrabove, also allowed beneficiaries (i) freeinggnnal
resources, which could be used for other investnmemposes, and/or (ii) relaxing business financial
constraints during difficult periods. A couple ofples of the effect of the LOC component on tlasgpects
are reported in the Box 5.2 below.

Box 5.2 —Examples of ‘broad’ and indirect positiveeffects

» Example #1 Initially interested in using the LOC facility &xpand the trucks fleet, the manager of an intemnal
transport company had to change his mind when $eodered that purchasing second-hand equipmennuaias
allowed. Then, with the support from MGF, he preplaa business plan to support a successful agphcdr a
LOC working capital loan. The money received wakzed to buy a large quantity of fuel at a veryogoprice,
which, in turn, allowed freeing the internal restag needed to purchase second-hand trucks. Thaittksse Euro
5 trucks, the company managed to expand its aesvih the CIS markets, and, more importantly,riteethe EU
market. Overall, an over 50% increase in exports rgaorded by the company since LOC disbursement.

 Example #2 A wine company working through financial distresas contacted by a PFI, as it was the major
supplier of two of problematic clients of the bar®nce the PFI discovered the difficult cash sinmatof the
company, assisted it in accessing substantial amkng through different credit lines, i.e. LOQufkalso RISP
and IFAD), to extinguish its current liabilitiesy bddition to help restoring its critical financgtuation, the LOC
loan also supported the company in increasing éx@md penetrating new markets. Indeed, (i) theyrement of;
specific packaging for new target markets and higfuality grapes was a precondition for the compsinift from
CIS (Russia) to EU markets (Germany, Poland, Baligntries and Belarus), and (ii) loan proceedsodemated
in Euros allowed hedging exchange risks. As cleadsnmarized by the company managtre“LOC influence
went well beyond the sheer increase in the ex@duey it helped us to survive and to get back ank¥

5.5 Impact on Beneficiaries Performance

Trends in Performance Almost three quarters of LOC beneficiaries reedrdn increase iturnover
between the year of LOC loan disbursement (i.e0281id, most commonly, 2011) and 2012. The average
increase is about MDL 12 million (about US$ 1 roifl). However, this value is largely influenced leyf
firms, typically operating in the agri-businesstsecindeed, the median increase is much smalkerMDL

2.3 million (roughly US$ 190,000). A similar shaoé interviewees also reported an increase in tesms
employmentwhile the remainder was more or less equally sidetd among firms reporting no change and
firms indicating a decline. The average increasalmfut 10 employees is inflated by the inclusioraof
number of seasonal/temporary workers, typicallyedhirto harvest/process increased volumes of raw
materials. When these workers are excluded frorautations, the average increase decreases to seven
employees, while the median increase remains aunatafive. Indeed, changes in employment level are
more uniformly distributed among beneficiaries, hmitvo thirds reporting at least two new jobs crdate
Regardingexportschanges, a bimodal distribution emerges, with ghslimajority of respondents recoding
an increase in the value of exports and over 30%tefviewees experiencing a decline. As a consarpje
the degree of concentration is even stronger thahd case of turnover: the average increase is MBL
million (above US$ 500,000), but the median inceemsich smaller, i.e. below MDL half million (ledsan
US$ 40,000). Unsurprisingly, 9 out of 10 top-penfiers posting an increase of more than MLD 10 rmillio
are active in the agro-business sectors. Out @drseempanies willing to start exporting, only tweilally
managed to sell some products abroad by the eB81H#. About one third of interviewees reported aemo
or less significant change in the geographical amsitipn of exports, going from initial sales to i@gal
markets (Romania, Georgia, Armenia) to a more smlisi re-direct to European countries, but alsm&h
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LOC Impact. Access to lending under the LOC appears to exptaily part of the above positive
developments. The perceived influence of LOC-fundetivities is comparatively greater in the case of
turnover, with over 40% of beneficiaries reporting‘significant’ impact (i.e. ‘high impact’ or ‘some
impact’), compared with 30% indicating a ‘limiteidhpact and a similar share reporting no impactratile

to provide an answer. In the case of employmertty 87 respondents report a significant impact, camega
with a similar share indicating no appreciableusfice. Somewhat strikingly, given the export-oaéot of
the LOC, only 32% of LOC beneficiaries report anfigant impact on export sales, compared with 28%
indicating a limited impact and 21% reporting nopant (with the rest being unable to provide an
assessment). However, it is worth mentioning thatvery short time gap between loans disburseragitshe
measurement of their impacts is likely to have @than important role in this respect, as illusttag the
examples of beneficiaries confronted with moreess|transitory problems to access foreign markethd
short-term reported in Box 5.3 below. On the puesiside, the majority of firms experiencing a ctairgthe
geographical composition of exports gave some @ bf) credit to LOC loans for these positive
developments, as they allowed expanding the pramuctapacity and/or increasing of product
guality/assortment.

Box 5.3 — Examples of difficulties in accessing feign markets in the short-term

« Example #1 Thanks to LOC investment loan, an agro-businesspany recorded a significant increase
productivity: the investment in new equipment akmvreducing the amount of time required for seextgssing
(previously done manually) from a full day to a féwurs. However, for the time being, this produtfiv
improvement failed to translate into increased etgpdargely because of negative exogenous factor@012,
unusually high temperature accompanied by belownabrprecipitation during much of the growing season
negatively affected growth and yields of sunflowesp, reducing the availability of raw materials firoduction
and export.

n

* Example #2 A well-established pharmaceutical company managedet four different LOC loans: (i) one to
purchase dedicated, processing equipment, anthi@g to acquire production inputs, such as mealidiarbs and
packaging materials. The main purpose of the compeas to modernize the production process and aeim
energy utilization. Foreseen activities were fuityplemented, leading to an increase in the prodoatapacity as
well as to a more efficient energy consumption oblmg and heating systems. Despite these posjtive
developments, the company recorded a collapse aif #xports in 2012 due to the economic crisis dabg
Belarus, by far their main export market. In 204i2p thanks to improvements linked to the LOC Idhay started
penetrating the Armenian market, but the sharexpbes to that market is still negligible in theatal export
portfolio.

 Example #3 A relatively young SME involved in biscuit prodian for the domestic market largely benefitted
from the CEP Project. After having received supgort quality certification (ISO 9001 and ISO 2200@he
company obtained an investment loan to purchaserpaquipment, with the aim of modernizing the prcitbn
process to enter export markets. Indeed, the coynpwmaged to raise its production capacity andotbte the
number of workers. However, accessing foreign ntarkevealed to be a more complex task than intia
envisaged. Romanian importers have different reguénts compared to domestic buyers (e.g. boaradagig
varieties, longer expiration date) and, more imguattyy, ask for larger volumes to be delivered withi shorter|
amount of time. As a result, in 2012, the volumesghort was minimal due to difficulties experiendadimely
shipping consignments.

Overall, the near totality of interviewees repoatgositive or highly positive impact of LOC lending
However, given the above, this fairly enthusiaaisessment appears to reflect more financial ceragidns
than the impact on real variables. The impact oCL@h the three performance variables as perceiyed b
beneficiary firms is summarized in Exhibit 5.5 deef.
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Exhibit 5.5 Self-reported LOC impact on sales, expt, and employment

M high impact

28% 21% M some impact
limited impact

M no impact

= N/A

30%

N

sales exports employment

4%

Box 5.4 — A tentative quantification of LOC impactsbased on survey results

An attempt to quantify LOC impacts has been peréatnbased on the indications provided by interviey
beneficiaries, i.e. by adjusting the recent tresfdserformance variables using self-reported impadiore specifically,
the increase in each performance variable recoldetbeneficiary firms was multiplied by an ‘attrilblen factor’
reflecting the magnitude of the influence on thessitive variations attributed to the LOC by beaoigdiy firms. As this
exercise entails a high degree of approximatioa atiustment of LOC impacts was done by makingeefee to two
scenarios, using the LOC attribution factors regebih Table 5.1 below. Furthermore, whenever abkilahe achievec
estimates of LOC impacts on employment levels werapared with information directly collected fronmerviewees.

Table 5.1 Impact Attribution Factors

LOC Self Reported Best Worst
Impact Scenario Scenario
High 80% 60%
Medium 45% 25%
Limited 15% 5%

Based on the above approach, the LOC impacts hese bstimated between MDL 280 - 400 million (US$-233
million) in terms of turnover increase and betw&#DL 170 and 240 million (US$ 14 — 20 million) ins@of exports
increase, while the contribution to employment tioga has been estimated between 100 and 170 nesv (@b
illustrated in Table 5.2). Obviously, these estiesashould be regarded with extreme caution and dnsidered
overestimated, as the quantification approach a&dbgtcludes records showing a declining trend ftatoulations.

Table 5.2 Estimated LOC impacts
LOC Impact Best Scenario Worst Scenario
Increase in Total 400 280
Turnover Average 8.2 5.7
(in MLD million) [ Median 0.8 0.3
Increase in Total 240 170
Exports Average 5.0 3.5
(in MLD million) Median 0.1 0.0
: Total 170 100
In crease in Average 3 >
Employment Median 0.7 0.2

ved
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5.6 Comparison with Similar Schemes

In the three years before LOC application, abowt third of interviewees obtained financing from are
more other donor/IFl-funded credit lines (CL) cheled through Moldovan bans Based on their
comparative assessment of different financing keckithe low interest rate and the fast disbursémen
procedures are regarded as the main positive tsatfrthe LOC, with positive assessments outnumderi
opposite views. In particular, both features amesatered more favorable in the case of LOC by tagnty

of relevant respondents and equally advantageousnoyher third. Instead, the documentation to be
provided to justify the selection of suppliers dhd time required to obtain the approval are peeckas the
less competitive features of the LOC, with a cleajority of interviewees expressing a preferenceofber
credit lines. In the case of the other aspectsidered in the comparison, such as the maximum ame
maturity of loans and the possibility of receivifigancing in various currencies, as more balandeetson
emerges, with an equal number of interviewees fagothe LOC or other credit lines or holding neltra
views. The overall assessment is broadly positvith more than half of the respondents expressing a
preference for the LOC.

Exhibit 5.6 Comparison between LOC and other donotFI-funded credit lines

size 44%
duration 39%
interest rate 33% 11%
possibility of various currencies 78%
documentation for selection 39% .
other documentation 22%
time for approval 50%

time for disbursment 33% 11%

assistance by personnel 78% 6%

M better the CEP-LOC m the two loans are similar  better the other credit line m NA

5.7 LOC Additionality

Consistently with the medium-large size of a lashare of the beneficiaries, several elements difawn
the LOC survey suggethatthe majority of LOC beneficiaries can be hardlyamtpd as severely finance
constrained. First, all beneficiaries already hapeeience in dealing with banks and the vast migjatid
not have major problems in accessing bank lendinpe past: about 80 percent of the intervieweésago
least, a loan in three years before applying foCLiancing (in most of the case for both workirgpital
and investment purposes). Furthermore, most oL @€ beneficiaries who did not have any loan, did no
apply as they had other means to finance busingsstias. All in all, only 7% of interviewees cape
regarded as ‘finance constrained’, i.e. firms thigspite their willingness to access bank lendivag] not
been able to do so due to excessively difficultdyammcedures or unfavorable lending conditions.

18 |n particular, LOC beneficiaries managed to obfaiancing from seven different CL, including Worhnk RISP
(seven loans), IFAD (six loans), EBRD (four loarS)B CL to support wine-making industry (two loanahd FMO,
Millennium Challenge Account, and KfW (one loan leac
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It is worth mentioning that the above picture ldygefers to the 2007 — 2009 period, i.e. before 26009
recession that hit the country as a result of tlobaj liquidity squeeze and was expected to leac to
significant restriction of bank flows to the prieasector. However, the LOC survey provides only @esbd
evidence on the actual occurrence of this ‘credinch’. Indeed, at the time of the survey, LOC [g&n
represented the only source of bank financingdes than a fourth of beneficiaries and the maimcso(i.e.
accounting for more than 50 percent of total ban&rfcing) to 35 percent of the interviewees (inoigda
non negligible share of interviewees who also b&sgkfrom other CL over the last three years, lastiated
above). The limited additionality is further comfied by the fact that the interest rate is almoanhimously
(89%) considered as the most important advantagbheol OC, while other features (e.g. multi-currency
lending, ability to finance working capital, longeraturity compared to standard loans availablehi t
market) are scarcely mentioned.

Such a finding is somewhat challenged by infornmatidrectly obtained from LOC beneficiaries on their
ability to carry out the same type of activitieséstmentfinanced with LOC loan in case this had not been
available. Indeed, about 40% of working capitahleguld have not been able, and the proportiorsrise
over 50%, in case on investment loan. These resedtm to suggest a somewhat higher level of addiiiy
compared to what indicated above. However, thisnsistency seems to be largely theoretical. Indeeeh

if most of LOC beneficiaries were not facing majpoblems in access to finance, they are likely dweh
increased the size of the loan to absorb all thectéid credit that they can get (because it maghieaper
than other sources of credit).

5.8 Overall Assessment and Future Prospects

Virtually all interviewees rated their experiencéhn.OC as ‘positive’ or ‘very positive’, cohereptiwvith
the overall constructive opinion emerging on thiéedent aspects taken into consideration by théuewian.
This definitely positive assessment is confirmedHhsy fact that more than 90% of the intervieweeadailed
they were interested in applying again for LOC |afathe credit line was to be renewed under thesgme
conditions. More specifically, over 40% of intewees maintain they would apply for working capital
loans, some 30% report interest in investment laaasthe remainder expressed interest in applyingdth
types of loans.

High levels of willingness to re-apply did not coméhout suggestions for improving the scheme. esp
the overall positive assessment on LOC proceds@das, a large share of recommendations put fdrimar
interviewees focused on their simplification, goiingm requests for generic streamlining of bureaticr
procedures (suggested by about one fifth of inéevees) to a smaller number of more precise suggssti
mainly focusing on making procedures for the s@acbf suppliers less complextiere is a need for a
higher degree of flexibility in the selection offap purchase equipment and agricultural machiheny
"The thee quotations from local market should bmglated, reducing the time period from the dagmfhe
request until disburseméit In line the findings of the above analysis afplementation arrangements,
about one fourth of interviewees strongly advocdtedh shortening of the time required to obtaie kban
approval. As for the characteristics of the lodhe,attention largely focused on the key distirefature of
LOC loans, i.e. the interest rate. Indeed, abob 40interviewees that formulated suggestions emiture
of the financial instrument proposed to further éowthe applied interest rate and, to a lesser gxteihave
fixed instead of variable rates.

Finally, and consistently with the above analyiiss important to stress that beneficiaries’ wighess to
further utilize the LOC is extremely sensitive to mcrease of the applied interest rate. Indeedna
percentage point increase, even if associated avighmplification of procedures (more specificaltiie
documentation to justify the selection of the sigrpl would suffice to discourage about half of éfciary
firms to apply again for a LOC loan. As illustratedExhibit 5.7, this share collapses to about #%he
interest rate was to be increased by three pegemgaints. This high level of sensitivity is notrsusing
considering that the limited differential betweaterest rates applied to LOC beneficiaries andatlerage
commercial rate in the banking system, rarely editepone percentage point, and further confirms the
limited additionality of the LOC, whose beneficesiare primarily finance unconstrained firms, whisled
LOC as a substitute for other borrowing.
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Exhibit 5.7 Share of interviewees interested in paicipating in case of higher interest rates

W definitely no
I probably no
don't know
m probably yes
| definitely yes

28%

7%

interestrate + 1% interestrate +2% interest rate +3%



6 ASSESMENT OF ECONOMY-WIDE EFFECTS
6.1 Introduction

This Section provides an assessment of the bradftets of the MGF and the LOC components, beybed t
immediate influence exerted on beneficiary entegwi Section 6.2 focuses on the impact of the two
components on exports, whose increase constitiesy abjective for the whole CEP project. Sectiod 6.
reviews the impact of the MGF component on the eiaf&r consulting services, with reference to both
guality certification and other business developtrsmvices (BDS). Section 6.4 analyzes the infleeofc
the LOC component on the financial sector.

6.2 Impact on Export Flows

Overview. Over the 2007 — 2012 period, Moldova'’s exporesalisplayed an oscillating trend, with a grow
in 2008, a decline in 2009, a recovery in 2010 201, and another drop in 2012. Overall, in 20120ets
stood at US$ 2.2 billion, compared with US$ 1.3idoil in 2007. Wine and beverages are the main @xpo
product, accounting for between 8 and 12 percenbtal exports of goods over the 2007-2012 perind.
contrast with the negative evolution of total exppthe export sales of this main product incredmssadeen
2011 and 2012, reaching a value of US$ 214 milirothe last year. In 2012, over 40 percent of etgpor
were destined to CIS countries, with Russia rengitie lion share and increasing its market shaeetime.
The EU27, especially Romania, Italy Poland and Gegmaccount for about half of total exports, it
overall incidence has slightly declined from 5292007 and to 47% in 2012.

Exhibit 6.1 Main Trends In Exports

Recent Evolution (US$ million, current prices) Main Export Destinations (as a share of total expd)
35% 60%
2500
2,217 2,161 30% — _ 1 c00
2000 25% __/
1,591 1,541 . e + 40%
1500 4 1342 1,283 20% e S he i coesoooo. 1 30%
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1000 - 10% se=-=-=----. _ T 20%
00 | 5% | GIifFErimmmaziiiiiiiiioccs 110%
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2007 2008 2009 2010 2011 2012 - - - -Romania - - - - Italy - - - -Germany - - - -Russia
- - Ukraine - - - - Belarus CIs EU27

Source: ITC (UNCTAD/WTOQO): Trade Map online

Estimated Impact Based on the results of the counterfactual impaséssment illustrated in Section 4, the
value of incremental export associated with Mi@F Componentcan be estimated in the MDL 630 — 840
million range (US$ 55 — 73 million) for the peric@007 — 201Y. When compared with overall
developments in national export flows, these are megligible figures, representing between 6% &¥doB
total increase in export between 2007 and 2011 {(iS$ 875 million). Based on the analysis preseined
Section 5, In the case of th©®C Componenthe value of incremental exports can be estimatédDL 170

to 240 million (US$ 14 - 20 million). While accoumg for less than 1 percent of total expert sates figure

is nonetheless of some significance consideringtths impact has largely occurred in 2012, whenttital
value of exports experienced an over US$ 50 miltdecline. Overall, the two components appear tehav
played a modest but non trivial role in fosteringlifova’s exports.

" This figure is based on the positive impact oncekales ranging between MDL 9 and 12 million @vdr of
beneficiary firms two years after the applicatiomyltiplied by the total number of exporting firmsat received MGF
support covered by the quantitative analysis,7i0efirms.
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6.3 Influence on the BDS Market

Aside the main objective of enhancing the competitess of Moldovan enterprises, the MGF component
was also aimed at strengthening the supply anditgual local consulting services in the fields of
international standards, quality improvements, gmdduct modernization. According to information
collected during interviews with some national amernational service providers largely involvedMiGF-
supported projects, the number and the degree miigation of firms providing business consulting
services in Moldova were extremely limited in th&lf8000s. Since then, the implementation of M@&F
component reportedly had a strong ‘push effect’ tre development of a BDS offeby rising awareness
among the business community on the benefits ofsadv services and positively influencing the risk-
reward profile of the local BDS market. This, inrtuhas stimulated the setup of new BDS provides a
supported the expansion of the range of servicdgoahe volume of activity of existing operatoFor
instance, a majority foreign-owned firm specializedhe provision of market access advisory antnaal
assistance services, such as market/sector stowheketing strategies, business & restructuringglatated
that “since late 2010, when we became involved with M@&F,ecorded a increase in the volume of activity
in the order of 50% - 60% Another interviewee, the manager of a firm pdiwvg consulting services for
quality certification, pointed out MGF as the maiotivation for setting-up his companywtien MGF was
launched, | was working as quality manager at a jgany that was one of the first MGF beneficiary. MGF
made it clear to me that there was a potential ragrko, together with a partner, we decided to temr
certification consultancy company”

Under these conditions, the coming to an end oMK is commonly believed to generate a more & les
significant decline on service providers’ activitiéfrom negligible levels for a large certificatitmody to
significant reduction of the activities - estimatatilabout 35% - 40% - for a small quality certifioa
consultant). Nevertheless, developments achievedrsare regarded as largely resilient ahd domestic
business consultancy market is currently viewed s@mehow stabilizedSuch an opinion is indeed
corroborated by several elements. First, the sheeber of service providers accredited under bdir-C
MGF and EBRD-BAS has steadily increased over time ia currently well above 100 firris Secondly,
the importance attributed to BDS, and, more speadlfi, to quality certification has largely increasamong
the business community, as illustrated by the tesilthe MGF survey. In fact, the vast majorit@¥8 of
quality certifications obtained with MGF supporthieh had already expired, were renewed by beneficia
firms with own funds. This positive trend is liketp continue in the future, as no less than 85% of
interviewees maintain that they plan to renew thiftcations upon expiry of the initial certifi@tFinally,

the increased willingness-to-pay for BDS among $ins clearly illustrated by the comparison betwten
extremely low rate of BDS utilization before paigigtion in the MGF and the very promising ‘declamas

of intent’ on BDS utilization for the near futuledeed, while only 7% of interviewees made freques& of
consultancy services before enrolling in MGF, mtran two thirds express the intention of purchasing
further BDS with their own money in the next tways

Notwithstanding the above positive developments,Mwoldovan business consultancy market can beyardl
considered as fully developed yet. Indeed, theosestill remains largely fragmented and unstruayis
exemplified by the lack of a sector associatiorthwelatively few providers of sophisticate sergici this
respect, possible future MGF-like programs couldaiely contribute to further improve the situation

6.4 Influence on the Financial Sector

The LOC was conceived at a time when fears of andtia deterioration in the credit market were quite
widespread. In 2009, Moldova was severely hit bg thorld economic crisis, which had serious
repercussions on the financial sector: the voluineredit shrank by some 10% and interest rates &M
denominated loans increased to more than 20%. fidnerethe LOC was largely intended as sort of
emergency ‘life line’ support to export orientedsimesses, to help them weathering the major diffesuin
access to credit that were expected to materializbe future. Fortunately, subsequent developmerts

18 In the case of MGF, the CClI list of accreditediSdtudes over 110 firms, while, in case of EBRD-BA%e number
of accredited companies is about 200, of which akdd0 are reportedly constantly involved in projkotded
activities.
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not as bad as initially feared. Thanks to the aggive monetary policy put in place by the Natiddahk of
Moldova, credit growth resumed already in 2010 #md was accompanied by a significant decline in
interest rates. In retrospect, the role of the L3 not as vital as initially envisaged and itstdbation in
easing overall credit conditions was fairly modésir instance, in 2010 and 2011, credit to the econ
grew by some US$ 600 million, which is a multipfetfte total value of the LOC.

Looking at more micro economic aspects, the LOC eatainly welcomed by the participating banksitas
allowed a diversification in their sources of fumgli with access to long term resources at a vayomable
cost. However, all the banks participating in tisbesne make a quite intensive use of IFl/donor fdnde
credit lines, which sometimes account for up to 20%the total loan portfolio, and therefore the
improvement brought by the LOC was at the margin.

Exhibit 6.2 Utilization of IFI/Donor Credit Lines

Participating Bank Use of IFI/Donor Credit Lines

Credit lines with EBRD, Black Sea bank, FMO, plugjoing discussions with IFC.
Credit lines account for about 12-15% of total I@amtfolio

Credit line with EIB and discussions ongoing witBED. Credit lines account for
about 18% of total loan portfolio

Several credit lines in place (IFAD, RISP, EBRDCIK{W, etc.), accounting for abd
15% of total loan portfolio

Some credit lines in place (RISP, IFAD, MCC, etag¢ounting for an estimated 109
of total loan portfolio

Credit lines with EBRD, FMO, Black Sea Bank, EIBJdfRAD, cumulatively
accounting for 7-8% of total loan portfolio

Several credit lines in place (IFAD, RISP, EIB, &{e&5ea Bank), accounting for abot
20% of the total loan portfolio

Moldincombank

EnergBank

MAI B

(=)

Victoria Bank

Mobias Bank

Banca Social

In terms of product development, the availabilifyL®@C long term resources somewhat contributechéo t
lengthening of maturities offered to borrowers thus appears to hold primarily for working capitans
(“With our own resources, we cannot go beyond twasyemnd the LOC allowed us to extend longer
working capital loany; in the case of investment loans the impact wasmingly negligible the eight
years maximum maturity is largely theoretical, besmbanks rarely go that far anyhvand, in any event,
not different from that of other credit linese{ht years is good, but with ten years the EIBvian bette).
None of the participating banks appear to have ldped any specific product in connection with ascies
LOC funding. In this respect, the export orientatmf the LOC was seen much more as a hindrarite (*
limits flexibility, other credit lines are much betin this respecj than as an opportunity tfiere are too few
exporters around to justify the development of $jggmroducts or approachés

As already indicated in Section 5, all the entegsireceiving LOC sub-loans had already experignce
dealing with banks, most of them being fairly wesdtablished businesses. There were a couple of aase
which LOC funds were used to help businesses transig from a small to a medium scale, but in gahe
no significant contribution in broadening accesditance can be noticed. Actually, the bulk of $odns
were granted to well established, traditional dbealthough at least one bank made a quite aggeasse of
the LOC, being able to attract a significant nundemew clients from competitors. In this respdiot LOC
appears to have helped to generate some competitiong banks.
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7 CONCLUSIONS AND RECOMMENDATIONS
7.1 Summary Assessment

Available evidence clearly suggests that the MG#& e LOC components were successful interventions.
Both components were implemented in a fairly smeoémner and whatever problems were encountered in
the early stages, they were usually addressed @lwedsalong the way. Also, both components favgrabl
influenced beneficiary firms’ activities. There areowever, non negligible differences in terms of
additionality, impact and effects on the broadesiremment.

The MGF was characterized by a good degree of iaddlity, as it largely supported activities that
otherwise would not have been implemented. Padiitip in the scheme appears to have influenced
beneficiaries’ operations is a variety of ways.haligh not all the changes triggered by MGF-funded
initiatives can be easily measured in monetary sgafeasibility study or a new MIS, however goda ,not
immediately translate into an increase in salds), results of the counterfactual impact assessmisnt
indicate a positive impact on beneficiaries’ perfance, at least in the case of exports. At the onacr
economic level, the US$ 55 to 73 million incremémtgports are a modest but non trivial contributton
alleviate structural balance of payments probldaagially important, these results are indicativea dirly
positive cost — benefit ratio, as each dollar spmntthe MGF generated between 18 and 24 dollars of
incremental exports. The impact on the broadermiassi environment, notably on the market for coimgylt
services, is also difficult to measure (let alomenbnetize) but it is certainly not negligible.

In the case of the LOC the situation is somewh#emint. The credit line was conceived as a sort of
‘emergency measure’ at a time when fears of a drantketerioration in the credit market were quite
widespread. Luckily, subsequent developments weteas bleak as initially envisaged, as witnessethby
decline in interest rates and the increase in tihenve of credit to the economy. Under these moverfble
conditions, the LOC was nonetheless fully disburseer a short period of time but ended up beinkigat

by enterprises that in most cases cannot be redjasieredit constrained. This is notsay that the LOC did
not have a positive impact: borrowers definitelpdfitted from it, often over and above the immegligains
associated with a lower interest rate. Also, ouimeges of incremental exports, however crude aotd n
strictly comparable with the more rigorous resol¢ained with the MGF counterfactual exercise, ssg@
positive impact on export flows. But its role waagh less strategic than initially envisaged.

7.2 Recommendations — MGF Component

Survey results suggest that there is a keen intkmethe continuation of the scheme. In case dpigon was
indeed pursued by the Moldovan Government and byWworld Bank, there appear to be some areas of
improvement concerning both the design of the waetion and its practical implementatiofirst, as
suggest by many MGF beneficiaries surveyed, it @ook appropriate to expand the scope of the
intervention. In addition to the services currergligible for support, which retain a significarqpeeal, a
future MGF-like operation could also cover areasfies such as (i) market access and international
networking services (e.g. participation to inteiol exhibitions, exchange programs, etc.) arjdséctor-
specific training and services. A third theme maméid by some interviewees, i.e. advisory serviges o
energy efficiency, could also be covered, subjemivdver to the reaching of an understanding on the
‘division of labor’ with the EBRD-BAS, in order tavoid a competition between the two schemes. Idstea
the co-financing of expenses related to the renesfadjuality certifications obtained under the MGF,
suggested by a few beneficiaries, should be avoaked would make quality certification excessively
depended upon the availability of grant mon&gcond in order to increase the additionality of the
intervention, one could possibly envisage a tigimgiof eligibility criteria for beneficiaries, whiccould be
more geared towards MSME and/or locally owned fjrmigh the exclusion of large and/or foreign owned
companies. This may require more promotional esftotachieve a good pipeline of applications anther
provision of more assistance to MSME applicants,tbis appears to be a price well worth payifbird,
there appears to be some room of maneuver foraaitrg the cost effectiveness of the operation ighty
decreasing the co-financing rate. The results efsénsitivity analysis carried out within the framoek of

this evaluation suggest that with a 10 percentagetp reduction in the co-financing rate, i.e. frohe
current 50% to 40%, the number of potentially iagted firms remain quite substantial, with onlyarginal
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impact on absorption. However, this is admittedlyeay sensitive matter and the results of our fimov
experiment should need to be confirmed by furthements, in particular taking into account the atiag
modalities of other existing and possible futuraikir schemedrinally, a further recommendation concerns
the setting up of a tool for the integrated manag@nof applications and related documentation. Toiss

not originate from the views expressed by MGF benafies but rather from the Consultants’ own direct
experience in dealing with CCI archives in the yathges of this evaluation. To be crystal cldae: €Cl

did an extremely good job in promoting and managhegyMGF and, as clearly evidenced by the comments
made by the firms surveyed, its work can only kghlyi praised. But the availability of a more pernfiing
management information system (e.g. with a unigeeatification code for each applicant, the storafyan
electronic version of all document, etc.) woulddedinitely useful both during implementation and figture
M&E needs. As the setting up and operation of sadystem obviously entails costs, adequate resdurce
should be allocated to the task.

7.3 Recommendations — LOC Component

The margins for improving the design of the LOC mare limited First, the LOC’s competitive positioning
vis-a-vis the other credit lines available to Moldn banks heavily rests on one single strong fattterlow
interest rate. Any change in the design that coedalt, directly or indirectly, in an increase hretcost of
funding is likely to drastically reduce the attigeness of the initiative in the eyes of banks dhétefore, to
negatively impact on absorptioBecond a change possibly worth considering concernsrtineduction of
stricter eligibility criteria concerning the sizenddor nature of borrowers, with a comparatively agee
emphasis on MSME and locally-owned firms, similadywhat proposed above for the MGF. In principle,
this could increase the additionality of the intertion, although one has to realistically take iatcount
possible side effects (many MSME may not be ablaadbilize the required collateral, not all the bamkay
be interested in downscaling their lending), whieight well limit absorption and, at a minimum, tstate
into a longer disbursement periddird, a comment frequently heard from both borrowers garticipating
banks concerns the possibility of relaxing the expdentation requirement for sub-loans. Howeuars
would fundamentally alter the nature of the crdide, which would become scarcely distinguishaloterf
other, similar instruments already available in tharket. If an increase in exports is regarded as a
strategically important policy objective, the exporientation requirement is an obvious implicatamd its
elimination does not appear to be justifiedurth, an ‘easy’ recommendation concerns the simpliticabf
procedures, an aspect frequently mentioned by Wen® and, more forcefully, by participating banks.
However, it is quite clear that the procuremenesuapplicable to a credit line funded by a WorldhiBa
project are intrinsically different from those ajppble to credit lines funded by institutions sashthe IFC,
the EBRD or the FMO. While some improvements atritaggin are maybe possible, the vast experience of
CLD staff in managing this type of operations (dedpwith their determination in keep things moving
otherwise, it wouldn’t have been possible to disbuthe full amount in less than two years), suggtsit
the opportunities for a major re-hauling of thetegsare in all likelihood negligible.

46



ANNEXES

a7



ANNEX A — LIST OF PERSONS AND ENTITIES INTERVIEWED DURING FIELD WORK

Entity Name Position

Mr. Ghenadii COTELNIC Consultant, Development of Financial and Private
Sector

Private Sector Development Specialist,
Europe and Central Asia Region

World Bank

Ms. Melissa A. REKAS

Project Implementation

Unit Mr. Aureliu CASIAN Executive Director
Implementation Agencies
Camera de Comert si Mr. Sergiu HAREA Responsible of CEP-MGF
Industrie Ms. Anastasia LEANCA Consultant, CEP-MGF
Credit Line Directorate Mr. Raisa CAN TEMIR Director
itH ! Ms. Veronica JURMINSCHI Deputy Director
Ms. Eugenia NEGRUTA Monitoring Specialist
Other
Biroul National de Ms. LuciaSPOIALA General Director
Statistica Mr. lurie MOCANU Head of Statistical Infrastructure Division
Mr. Andrei CRACIUN Head of Financial Reports Informational Service
Participating Financial Intermediaries — Line of Gxdit
. Ms. Ala POLUSTANOVA Head of Retail Product Departthe
Moldova Agroindbank . — -
. Main Product Specialist, Retail Product
Ms. Lilia VRABIE
Department
Energbank Mr. lurii Vasile VASILACHI President
Mr. Andrei UNTILA Credit Specialist
Mr. Victor GIRLEANU Director of the Credit Analysis and Management
Department
Moldinconbank Ms. Tatiana GHEORGHIEV Heao_l of Division, Products for Legal Entities,
Retail and Network Development Department
Ms. Natalia NANI Head. of IFI .R.e.sources & Correspondent,
Relations Division
Banca Sociala Mr. laroslav LEVINTA Head of the Main DirectoraterfCredit
Ms. Liliana MOCANU Deputy Head of Loan Department
VictoriaBank Mr. Sergiu GROSU Deputy Head, SME loans Department
Mobiasbank Ms. Lilia CEBAN Head of Trade Finance
Ms. Alexandra LACUSTA Economist Coordinator
Matching Grant Facility Service Providers
PRISMA-PRIM Mr. lurie POPESCU Director
EECA -, East-Eurppe Mr. Vladislav RAILEAN Managing Director
Consulting Associates
PROF System Mr. Serghei GUDIMA Director
PROinit Mr. Evghenii SAMOTIIA Director
Mr. Andrei VAGANOV Commercial Director
SGS Mr. Sergiu CROITORU General Manager
Mr. Mugur UNGUREAN Manager
ESCOMOBIL Mr Gudima SERGHEI Director
Aramescu Vitalie Mr. Aremescu VITALIE Director
Other Donor-Funded Programs
Competitiveness
Enhancement and Mr. Douglas GRIFFITH Chief of Party, Chemonics, UBAcontractor

Enterprise Development
Project Il (CEED 11)
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European Bank for
Reconstruction and
Development — Business
Advisory Services
(EBRD-BAS)

Ms. Veronica ARPINTIN

National Programme Manager, EBRD BAS
Moldova

International Fund for
Agricultural
Development Credit Line
(IFAD)

Mr. Victor ROSCA

Director, Consolidated Unit for the
Implementation of IFAD Programmes
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ANNEX B — LIST OF ENTERPRISES SURVEYED

MGF BENEFICIARIES

Acadivi SRL

Grape Valley SRL

Acorex Wine Holding

Haruz Grup SRL

Adamantin-com SRL

Hidroinpex SA

Agrotinlac SRL

Hirjauca Vin SA

Alfa Nistru SA Imunotehnomed

ALIANTA VIN SRL Incaso

Alimentarmas SA INCOMAS SA

Amdaris Incomlac SA

AMG Magroselect Interactiv S.A.

Ampelos SRL Introscop SA

Ampelos-plus srl Invalc SRL

API Orhei SA JLC SA

Argus-S SRL Justar SRL

Armo Beton Le Bridge Corporationa Company SRL

Aromint-Lux SRL

Lobi-GP SRL

Artasbocem SRL

Maestro Nut

Asconi Magistrala SA

ASEM Magnific SRL

Auto Prezent Maximum Magnum IM
Azamet-Grup SRL Maxino srl

Balcombe Srl

Maxlinie Comp SRL

Basarabia Lwin Invest SRL

Metar Grup SRL

Basavin and Co SA

Mineli Babelus SRL

Bastina-Radog SRL MobElita SRL
Bavat Print SRL Moldcell

Becor SRL Mold-Nord Falesti SA
Beldorn Vin SRL MOLDSERCON
Berhord A&D Monicol SRL
Berhord SRL Monolit SA

BlComplex SRL

Natvex-com srl

Biofirbre SRL

Nicalin Grup SRL

Bucovat SRL Nis-Struguras SA
Bugeacagrotehservice SA Oldcom SA
Buslan Grup Olmosdon SRL

Capital Leasing SRL

OM MoldCredit SRL

Cardiax Plus SRL

Orange Moldova SA

Carisma M SRL Orhei-VIT

Cart-Cedru Orlact SA

Carvigors SRL Ozun Cons SRL
Chisla Noua Palplast SRL

CLASIC SV Panilino SRL

Costesti SA Perpetus-auto srl
Credit Rapid Podgoria Vin SRL
Cricova SA Poliproject Exhibitions

Daac System Integrator SRL

Prisma-Prim SRL

Debutsor

Pronancons SRL

Di & Trade SRL

Puratos Mold

Dina Cociug SRL

Renaissance - Perfect SRL

Doina Vin SRL

Roa-Consulting Auto SRL

Easy Leasing SRL Rodal-S SRL
Ecofin-Consult-Evaluare Rogob SRL
Ecomedinterm Rompetrol Moldova SA
Ecosem Grup SRL Rumeon

Electro Test Grup

Rusnhac-MoldAqua SRL

Electro Test Grup

Sapin Exim SRL
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Elevit-Prod SRL Seneca SRL
Elit - Tur SPAMOL SRL
Ergolemn SRL Stejaur

Espason-Grup SRL

Sudzucker Moldova SA

Estodor Com SA

Sun Communications

Euroconfort SRL

Tehelectro-SV SRL

Eurodeviz SRL

Tehnocity Invest SRL

Euromol Management Consulting T-Par SRL
Fabrica de conserve din Calarasi SA Transarf GRIp S
Farmacia Anenii Noi SA Trendseter SRL

FEC SA ULIM (Universitatea Libera Indipendenta di Moldova
Fidesco Union Fenosa SA

First Line SRL VICTIANA SRL

Fiting SA Vila Verde SRL

Flornord-com SRL

Vinaria Bardar SRL

FOLICAIN SRL /Fautor SRL

VINIA TRAIAN

FPC MGM SRL

Viorica Cosmetic

Gardecor SRL

VM Plumcom

Ghilda Vinurilor Moldovenesti

Voiaj International@o

LOC BENEFICIARIES

ABS SRL Pronutconagro SRL
Acadivi SRL Romanesti SA

Alfa Nistru SA Samiralagro SRL
Asconi SRL Sarmetal-Prim SRL
Balcom-Agro Steldis

Basvinex Suvorov Vin
Bucovat SRL Tehelectro SRL
Ceteronis SRL Telemar SRL

Coval& Co SRL

Transaf Grup SRL

Depofarm 1 SRL

TransgrupService SRL

Dermatops SRL Unicaps SRL

Doina Vin SRL Valians-Tur

Elit Tur SRL Vinia Traian SA
Fortuna Plus Vitapharm-Com SRL
Fortus Agrosudresurse SRL
lacobas SRL Apalex Com SRL
lacon-Trans SRL Cito-gaz service SRL
JLC SA Cartnord SRL
Lobi-GP SRL Eclat-Com SRL
Maestro Nut SRL Hanuco SRL

Magas trans SRL Macon SA

MMD SRL Politrans Logist SRL
Mold Nord SA RIKIPAL

Monicol SRL RLT Interminal Ltd
NiC-OL SRL Sindbad SRL
NIGEVIX SRL Tras-Ager SRL
Oldcom SRL Velar Auto

Orlact SA Vest-Resurs SRL
Prometeu-T
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ANNEX C — COUNTERFACTUAL IMPACT ASSESSMENT - METHOD OLOGY
C.1 Model A: Propensity Score Matching — Differencén Difference Estimates

The first approach (Model A) consists in a propgnscore matching difference-in-differences (PSMDPI
estimator. This estimator has been widely usediahuation of programs in several areas and in @adr in
the area of export promotibh The PSM-DID controls for selection bias by compgrthe change in
outcomes for program beneficiaries relative to ¢hange in outcomes for observationally similar oaint
firms before and after the program.

The PSM-DID estimator is based on the twin assuwmnptthat (i) assignment to treatment (or the decitd
undertake it) is independent of potential outconateaditional on observed pre-treatment covariaad; (ii)
there is sufficient overlap in the distribution mpensity scores between the treatment and cagrtoolps
(i.e., it is possible to find matches for all or shareated firms). While the PSM-DID estimator &sed on
assumption (i) designated as selection on obsarsaby relying on a comparison of changes in ougsyrit
does control for unobserved time-invariant pre-paog differences across firms potentially leadingpedf-
selection into the program and influencing outcdthes

C.1.1 Propensity Score Matching

The purpose of the statistical match is the idiatifon of the most comparable firm for each of ME&F
beneficiaries. In the evaluation literature, dafero do not come from randomized trials but fronor(n
randomized) observational studies. Since in obsenal studies assignment of subjects to the treatrand
control groups is not random, the estimation of éffect of treatment may be biased by the existaice
confounding factors. The idea behind matching rigpby to select a group of non-beneficiaries in orbe
make them resemble the beneficiaries in everything),the fact of receiving the MGF assistance.ukhs
resemblance is satisfactory, the outcome obsemwethé matched grougpproximates the counterfactual
and the effect of the MGF intervention is estima&sdthe difference between the average outcomtseof
two groups (in our case, the difference in thegwst dynamics—see below).

The method of matching has an intuitive appeal bse&y constructing a control group and using diffee

in means, it mimics random assignment. The crutiffédrence with respect to a randomized controttéal

is that in the latter the similarity between theotgroups coversill characteristicspoth observable and
unobservablewhile even the most sophisticated matching tecteniqust rely on observable characteristics
only. The fundamental assumption for the validity oftching is that, when observable characteristics are
balanced between the two groups, the two groupbalesmced with respect to all the characterisetsvant

for the outcome, including the unobservable ond®e Targer the number of available pre-intervention
characteristics, the higher the chance that tlsgraption holds true. Intuitively, each beneficisynatched

to the non-beneficiary who is most similar in teris probability of being a beneficiary, where this
probability is calculated on the basis of individolaracteristics, and it is call@dopensity score

Propensity score matching (S.0. Becker and A. [wh2®02) is a way to correct the estimation ofttreant
effects controlling for the existence of these comiding factors. The idea is that the bias is redughen
the comparison of outcomes is performed usingdceanhd control subjects who are as similar as Iplessi
Since matching subjects on an n-dimensional cheriatits is typically unfeasible for large n, thwthod
summarizes pretreatment characteristics of eacleduinto a single-index variable (the propensitgre)
that makes the matching feasible. This reducesridehing from a multi-dimensional problem (where th
number of dimensions depends on the number ofableailvariables) to a one dimensional problem. Once
the two groups are formed, the average effect tisnated for each outcome by simply computing the
difference in means between the two groups. It hba kept in mind that this only allows to reduaad
not to eliminate, the bias generated by unobseevabhfounding factors. The extent to which thisshia
reduced depends crucially on the richness andtyudlithe control variables on which the propensitpre

is computed and the matching performed.

19 Gorg, Henry and Strobl (2008) and Volpe and C4ok&008).
20 Blundell and Costa Dias (2009).
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The estimation of the propensity scorePropensity scores were obtained from a cross-sedtiorobit
regression explaining the probability of applicinns receiving MGF grant in any year between 266d
2009. The explanatory variables are a rich setrof €ovariates: a set of dummies for location, seend
type of ownership fixed effects, a categorical able for firm size in terms of employment, two \astfor

sales and employment pre treatment differencest@odvectors for sales and employment pre treatment

trends. The probit estimates show that firms op@géh commercial sector are significantly moreelikto
receive a MGF grant, whereas smaller firms in teoinsales are less likely. The relatively large caon

support imply that most beneficiary firms can betchad to one or more control firms based on the

closeness of propensity scores.

Box C.1 - Propensity Score Theory

The propensity score is defined (Rosenbaum andrRd9iIB3) as the conditional probability of recegia treatment
given pre treatment characteristics:

[1] p(X) = Pr(D=1|X) = E(D | X)
where D={0,1} is the indicator of exposure to tmeant and X is the multidimensional vector of pratneent
characteristics. If the exposure to treatmentnsloan within cells defined by Xiit is also randonthim cells defined by
the values of the one-dimensional varigp(X). As a result, given a population of units dextbbyi, if the propensity|
scorep(X;) is known, then the Average effect of Treatmentt@nTreated (ATT) can be estimated as follows:
(2] E {Y1i- Yoi| D=1}

E [E{Y1-Yoi| Di=1, p(%)}]

E [E{Y1i | D=1, p(X)} — E {Yoi | D=0, p(X)}IDi=1]

where the outer expectation is over the distributid (p(X)|D;i=1) andYy; andYg; are the potential outcomes in the tywo
counterfactual situations of (respectively) treattrend no treatment.

Formally, the following two hypotheses are neededédrive [2] given [1].
Lemma 1Balancing of pretreatment variables given the progy score

If p(X)is the propensity score, then
D L X | pX)

Lemma 2Unconfoundedness given the propensity score
Suppose that assignment to treatment is unconfainge,
Y1, Yo-LD| X

Then assignment to treatment is unconfounded divepropensity score, i.e.,
Y1,YoLD | p(X)

If the Balancing Hypothesis dafemma 1lis satisfied, observations with the same propgrssibre must have the same
distribution of observable (and unobservable) atteréstics independently of treatment status. leotwords, for a
given propensity score, exposure to treatmentridam and therefore treated and control units shbalén average
observationally identical.

After the estimate of propensity score, the BalagdHypothesisl(emma ] was tested according to the following
algorithm:

1. The following probit model has been fitted:
Pr(D = 11X) =ofh(X))}
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where® denotes the normal c.d.f. and h(X) is a startipgcffication that includes all the covariates a®dir terms
without interactions or higher order terms: (i)aogales [both from ASA and FR], (ii) number of dayges, (iii) value
added, (iv) operating profit, (v) productivity, Juhvestment, and (vii) export sales.

Split the sample into k equally spaced intervalthefpropensity score.

Within each interval, tested that the average pusipe score of treated and control units did néfedi

If the test failed in one interval, split the intatin half and tested again.

Continued until, in all intervals, the average pogity score of treated and control units did nfféd

Within each interval, tested that the means of edwdracteristic did not differ between treated aaodtrol
units.

o 01 B W

Matching estimators of the ATT based on the propenty score.Various methods have been proposed in
the literature to match treated and non treatedsuoy propensity score. For the quantitative anslys
conducted in this study, three of them were peréatpmamely:

« Nearest-Neighbor matchingonsists of taking each treated unit and searciinthe control unit with
the closest propensity score. The method is usagibfied with replacement, in the sense that arabnt
unit can be a best match for more than one traag#dOnce each treated unit is matched with arobnt
unit, the difference between the outcome of thaté@ units and the outcome of the matched control
units is computed. The ATT of interest is then oled by averaging these differences. In the Nearest
Neighbor method, all treated units find a matchwigdeer, some of these matches are fairly poor becaus
for some treated units the nearest neighbor mag haxery different propensity score, and, nevestil
he would contribute to the estimation of the tresitreffect independently of this difference.

- With Radius Matching each treated unit is matched only with the cdntnits whose propensity score
falls into a predefined neighborhood of the projigrecore of the treated unit. If the dimensionttod
neighborhood (i.e., the radius) is set to be venalk it is possible that some treated units are no
matched because the neighborhood does not comtairotunits. On the other hand, the smaller tke si
of the neighborhood, the better the quality ofratches.

- With Kernel Matching all treated are matched with a weighted averdgd controls with weights that
are inversely proportional to the distance betwiberpropensity scores of treated and controls. fipie
of matching maximizes the number of control unitailable and for such a reason we adopted it as our
best choice. It is clear that these methods redfdgreht points on the frontier of the trade-offtlveen
quality and quantity of the matches, and none efrths a priori superior to the others. Their joint
consideration, however, offers a way to assessothéstness of the estimates.

Box C.2 - Matching Methods Theory

Let T be the set of treated units a@dhe set of control units, and M{ aninC be the observed outcomes of the treated
and control units, respectively. Denote @Gy the set of control units matched to the treateitl iuwith an estimated
value of the propensity score @f Nearest-neighbor matching sets:

Co =min |lp - pl

The case of multiple Nearest Neighbors should bg vare, in particular if the set of characteristiX contains
continuous variables. However, the likelihood ofltipie Nearest Neighbors is further reduced if fiepensity score
is estimated and saved in double precision, asigdvdrdRadius matching more than one control uait be matched to
a single treated unit:

Co={pil llp-p Il <}

it

i.e., all the control units with estimated propénsicores falling within a radiusfrom p; are matched to the treated un
i

Both Nearest Neighbor and Radius matching den@etimber of controls matched with observatieriT by N,° and

define the weighé:; =1/NSifj ECpand-:i = 0 otherwise. Then, the formula for both typesnaftching estimators ca
be:

>
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(whereM stands for either nearest- neighbor matching ousashatching, and the number of units in the téaup

is denoted b\ T): where the weights'; are defined by
To derive the variances of these estimators, thighteare assumed to be fixed and the outcomeassu@med to be
independent across units. Standard errors ar@eldtay performing bootstrap option.

A%

The Kernel matching estimator is given by
E:EE{:J'}_:'C G ( .ih_ )
DN (e

WhereG(-)Js a kernel function andt= is a bandwidth parameter. Under standard conditimm the bandwidth and
kernel,

oty (i
E'_EL'{'.JI‘_.' '5( k. )
ELEC{L)G ( J_ih_. )
is a consistent estimator of the counterfactuata@ue Yy. Standard errors are obtained by bootstrap proeedu

Bootstrapping is a non parametric approach baseduwmatom re-sampling as an alternative method fomasing the
standard errors when the theoretical calculatiaomplicated or not available in the current sofeM@Guan, 2003).

While a consistent estimator may be easy to obthanformula for the standard error is sometimesemlifficult, or
possibly even mathematically intractable. Bootgimag relies upon the assumption that the curremhpa is
representative of the population, and therefore ettmpirical distribution function F» is a nonparariceestimate of the
population distribution F.

From the sample dataset, the desired statistid)i,&an be calculated as an empirical estimate efriie paramete.

To measure the precision of the estimates, a apfstd standard error can be calculated in theviolig way: (i)
draw random samples with replacement repeatedlyn ftbe sample dataset; (i) estimate the desiretistita
corresponding to these bootstrap samples, whicindathe sampling distribution of S*; (iii) calculatiee sample
standard deviation of the sampling distribution.

This approach utilizes the same theory underlyirantd Carlo (Robert and Casella, 2004) simulatiothods, except
it utilizes re-samples from the original data rattiean from the population. When the sample sizéaige, the
bootstrapping estimates will converge to the tragameters as the number of repetitions increases.u¥éd 500
repetitions to obtain the standard errors of ooppnsity score matching estimations.

Imposing the common support condition for this rhatg (i.e. that there is sufficient overlap in the
distribution propensity scores between the treatraed the control group) implies dropping treatieoh$
whose propensity score is higher than the maximufoveer than the minimum score for the control grou
In our case, this results in a half loss of tredbeds. Our common support includes 158 MGF (33%his
total no. of beneficiaries) beneficiaries and 9dtod firms.
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To assess the quality of the matching we implememésts for the balancing hypothesis proposed by
Rosenbaum and Rubin (1985), Dehejia and Wahba J20@2Smith and Todd (2005). The rationale behind
the tests is to assess whether the matching istalidalance the distribution of covariates in theatment
and control grougs Overall, the balancing tests suggest that ouchiag procedure generates sufficiently
similar ‘control firms’ to match to each treatedriiin the common support. Exhibit C.1 shows theriiof
bound, the number of treated and the number ofalsrior each block.

Exhibit C.1  Distribution of the firms per propensity score

Inferior block of p.score Untreated firms Treated firms Total

0 108 132 240

0.2 7 5 12

0.4 43 49 92

0.6 50 102 152

0.8 5 37 42
Total 213 325 538

C.1.2 Difference in Difference Estimation

Once the two groups are identified, the impactnestiés are obtained throughddference in difference
(DID) using one year before the application aspgfeeintervention year (2007 is the first year oplagation)
and two years after the application as the postwention year (2011 is the last year for whichadarte
available in the BNS datasets). The DID estimalionieates all unobservable heterogeneity thatxediin
time, but it cannot do anything to correct for tiwaying differences.

All of the estimation models implemented in thiglysis exploit the availability of panel data toplement

a difference in difference scheme to control faraloeconomic and sector specific market condititma
may affect the outcomes in different ways betweeatéd and non-treated units, independently froen th
intervention. This is because by differencing tlhwcome variable, all pre-intervention charactarsstihat
may be assumed to affect the outcome variableconatant manner across different times are nezeidli

However, simple DID approaches would have the liofitrelying on the assumption that every type of
heterogeneity between treated and non-treated finmst have a constant influence on the level of the
outcome variable in any of the times considerethe analysis. For most of enterprise support progra
such strict assumption on the influence of unolsgheterogeneity may be hard to justify. This isdose,

in many cases, pre-intervention characteristicfirofs may generate multipliers effects with no dans
influence on levels or on the linear trends ofdbhé&come variable.

For this reason, all the estimation models usethé analysis are Conditional Difference in Differen
(CDD) approaches implemented with various techrig@nd include data on pre-intervention outcome
variables (basically sales and staff) as controlabies. In this way, the estimation model yielddiased
impact estimates without having to assume thatolbservable pre-intervention characteristics aredfix
effects, while the remaining possible unobservedrogeneity between the treated and non-treatet fis
still controlled for by the pre-post interventioifferences in the outcome variables.

It must be noticed that the treatment year vares 2007 to 2010, which progressively reduces dmepte
size across the years. The reason for this sarhglikage is that firms that applied MGF in lateaggdrop
from the sample as the time differences grow largay., for a firm enrolled in 2010, the observasido
compute its two years difference are not availables following Exhibit shows the number of recofds
every difference calculation in outcome variables.

L See Caliendo and Kopeining (2008).
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Exhibit C.2

Number of records per difference calcuhtion

Variables 1 year diff. 2 years diff. 3 years diff. N of e
observations coverage rate
Total sales (FR) 397 227 171 538 49%
Total sales (ASA) 290 185 147 538 39%
Number of employet 290 184 146 538 38%
Value added 277 173 146 538 36%
Productivity 289 184 148 538 38%
Operating profit 413 232 175 538 51%
Investment 341 208 161 538 44%
Export 138 92 78 538 19%

Box C.3 — Difference in Difference Estimators Theor

For the case of a single a single homogenous bineayment category, the difference in differer@®) estimators calr|
be defined as:

Top = E [Yhp— Yo | Ti=1] - E Yo% —Y%, | T=0] .
Simple DD estimators yields unbiased estimates ibnly

E[Y%p—Y% | T=0] — E[Y’p -Y° | T=1]=0 .
Such condition requires that the expected valu¢hefpre-post intervention change of Y, recordedhim excluded

firms, corresponds to the counterfactual changheftreated firms. The size of the selection bassed by any non
null difference:

E[Y%p=Y%r | T=0] — E[Yup =Y’ | T=1]
can be reduced if a third observation, at a timé tis added for each area in the data sample.

The availability of a third temporal observatiotoals one to further refine the estimate of the d¢erfactual change
and, thus, to reduce the amount of selection hidlse impact estimate. This is because a thirdrebten, recorded at
a time (t-r-1), allows one to estimate the diffeerbetween the pre-intervention growth rate reabiidethe treated
firms and the pre-intervention growth rate recorafethe non-treated firms.

This difference is then used to correct the eseénaftthe counterfactual change that would be obthiwith the
availability of just two temporal observations. Téstimator Difference in Difference in Differende¥D) tppp that
can be implemented with a third temporal obserwvasadefined as:

Topp = E[Y1t+p - (Yot-r - Yot—r-l) | T=1] - E[Yot+p - (Yot-r - Yot—r-l) | T=0].

C.1.3 Results of the Estimates

Similar patterns emerge from all three economedpproaches: MGF has a positive impact on export

performance two year after the application (whishlikely to be approximately one year after the
implementation of the projects). The results a@shin Exhibits C.3to C.5
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Exhibit C.3  Propensity Score Matching: 2 years DIO(Kernel)

Outcome Impact Sign. N treated N control
Total sales (ASA) 14.045 0.150 102 57
Total sales (FR) 9.723 0.251 102 61
Number of employet 4.214 0.751 102 57
Value added 5.716 0.465 99 53
Productivity 0.051 0.408 102 57
Operating profit 2.237 0.196 102 63
Investment -0.099 0.973 100 58
Export 9.070* 0.056 59 19
Exhibit C.4  Propensity Score Matching: 2 years DIO(Nearest Neighbour)

Outcome Impact Sign. N treated N control
Total sales (ASA) 10.789 0.323 103 57
Total sales (FR) 7.268 0.300 103 61
Number of employet 5.301 0.738 103 57
Value added 1.808 0.838 100 53
Productivity 0.043 0.532 103 57
Operating profit 3.354* 0.070 103 63
Investment 0.051 0.986 101 58
Export 12.053** 0.035 62 19
Exhibit C.5 Propensity Score Matching: 2 years DIORadius)

Outcome Impact Sign. N treated N control
Total sales (ASA) 13.122 0.130 102 57
Total sales (FR) 9.187 0.191 102 61
Number of employet 2.528 0.876 102 57
'Value added 5.063 0.452 99 53
Productivity 0.047 0.546 102 57
Operating profit 2.308 0.142 102 63
Investment -0.171 0.940 100 58
Export 10.180** 0.026 55 19

Results in million of MDL.

Statistical significance: *** 99%, ** 95%, *90%

The magnitude of the effects on export sales geldor MGF beneficiaries, compared to the controug.
Every PSM estimator produces statistically sigaific (90% for Nearest neighbor, 95% for Radius and
Kernel) positive impact on export sales: we canaseestimation range between MDL 9 and 12 million i
favor of beneficiary firms two years after the apalfion (MDL 4.5 and 6 million yearly). No other
significant effect can be detected in any otheccomie variable, even if a positive impact on toelkes
cannot be excluded.

C.1.4 Longer time effects: three years after the agication
Export sales of the MGF firms increase significamélative to those of control firms as a resulttioé
program. The three year DID allows to grasp whetherimpact on export sales assumes an increasing o

decreasing trend. The following are the same PSM-Bdtimators described above but a three years time
period after the application is here considered.
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Exhibit C.6  Propensity Score Matching: 3 years DIO(Kernel)

Outcome Impact Sign. N treated N control
Total sales (ASA) 15.632 0.525 84 46
Total sales (FR) 21.237 0.414 86 47
Number of employet -11.328 0.647 84 46
Value added 3.783 0.796 82 41
Productivity 0.379 0.369 84 46
Operating profit 5.706* 0.088 86 a7
Investment 3.323 0.173 82 45
Export 10.470%** 0.010 51 18
Exhibit C.7  Propensity Score Matching: 3 years DIO(Nearest Neighbaor)

Outcome Impact Sign. N treated N control
Total sales (ASA) 19.588 0.461 84 46
Total sales (FR) 21.505 0.464 86 a7
Number of employet -14.000 0.682 84 46
Value added 8.989 0.633 82 41
Productivity 0.463 0.253 84 46
Operating profit 8.290*** 0.004 86 a7
Investment 3.447 0.223 82 45
Export 12.318*** 0.004 51 18
Exhibit C.8  Propensity Score Matching: 3 years DIRadius)

Outcome Impact Sign. N treated N control
Total sales (ASA) 12.569 0.586 84 46
Total sales (FR) 18.061 0.449 86 a7
Number of employet -11.760 0.625 84 46
'Value added 1.236 0.936 82 41
Productivity 0.351 0.340 84 46
Operating profit 5.694 0.118 86 47
Investment 3.326 0.171 82 45
Export 9.842** 0.020 47 18

Results in million of MDL.
Statistical significance: *** 99%, ** 95%, *90%

Again every estimation produces statistically digant (95% for Radius, 95% for Nearest neighbod an
Kernel) positive impact on export sales with raibhgéveen MDL 9 and 12 million in favor of benefigiar
firms three years after the application (MDL 3 ahdhillion yearly). Since these results are caladabver
three years the yearly impact shows a decreasamgl tafter the second year after the treatment. tNer o
significant effect can be detected in any othecaomne variable, even if a positive impact on opagaprofit
cannot be excluded but it strongly depends onyipe of estimator.

C.1.4 Effects of different treatments

The information available for the MGF allowed idéyihg possible difference between the effects i t
two types of assistance provided by the facilith tBe basis of the available data, the firms tkatived
assistance under the MGF appear to be 335. Of thgdbenefited from assistance for quality cewtiion
(T1), 105 were co-financed business advisory sesv(d2), and the remaining received grants (T3pfih
types of assistance. The following Exhibit repdhiie number of observations available in the merged
dataset.
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Exhibit C.9  Distribution of the firms per treatment category

Treatment No. of observations
T1 — Quality Certification 206
T2 — Business Advisory 103
T3 - QC and BA 16
T - Generic 325

Since BAS assistance was introduced in 2009 andtheasured the effects as two years differences (DID
estimator previously exposed) no outcome data eatalkrulated for treatment T2 and T3. The analysis
replicated for treatment T1 and the following dre produced estimates by the matching procedured€M

A) considering two years differences (see AnnexiDtiie detailed T1 estimations).

Exhibit C.10 Propensity Score Matching: 2 years DIDKernel)

Outcome Impact Sign. N treated N control
Total sales (ASA) 15.097 0.095 97 57
Total sales (FR) 10.464 0.188 97 61
Number of emploees 4.769 0.752 97 57
Value added 4.671 0.470 94 53
Productivity 0.067 0.326 97 57
Operating profit 2.370 0.120 97 63
Investment -0.658 0.775 95 58
Export 7.876** 0.041 56 19

Exhibit C.11 Propensity Score Matching: 2 years DIDNearest Neighbour)

Outcome Impact Sign. N treated N control
Total sales (ASA) 16.832 0.201 98 57
Total sales (FR) 10.968 0.220 98 61
Number of employet 19.878 0.296 98 57
Value added 3.157 0.737 95 53
Productivity 0.109 0.217 98 57
Operating profit 2.431 0.124 98 63
Investment -0.208 0.951 96 58
Export 5.873 0.205 60 19

Exhibit C.12 Propensity Score Matching: 2 years DIDRadius)

Outcome Impact Sign. N treated N control
Total sales (ASA) 12.811 0.114 95 57
Total sales (FR) 8.815 0.219 96 61
Number of employet 4.817 0.723 95 57
Value added 4.222 0.479 92 53
Productivity 0.067 0.333 95 57
Operating profit 2.212 0.123 96 63
Investment 1.649 0.455 94 58
Export 8.304** 0.033 55 19

Results in million of MDL.
Statistical significance: *** 99%, **95%, * 90%

To analyze the effect of the different activiti€&SM-DID were re-estimated with the dependent végiab
defining only beneficiaries implementing qualityrtigcation. Since these projects are the largeomig) of
the sample the results confirm a solid effect opoex activity. Two out of three matching (Radiusdan
Kernel) show positive and statistically significagtowth in export two years after the applicatiam
average MDL 7.9 million (MDL 3.9 million per yeawith Kernel estimation and MDL 8.3 million with
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Radius estimation. That figure relies on the faet yuality certification was the treatment implenee by
almost all the firms included in the PSM estimatesl the positive impacts is based on the evidence
produced by this type of project.

C.2 Model B: Sensitivity analysis

Model B consisted in two sets of regression: amairy least squares (OLS) and a robust regressiabdr
estimator). The overall range of the impact estasgielded by the various models and specificati®ssich
to grant a sufficient robustness of the main figdirin all the cases in which the sample size wegela
enough to give statistical significance to the ltssu

Box C.4 - OLS and Robust Regressions Theory

A multiple ordinary least squareJOLS) studies the relationship between a dependarible and a series of
independent variables, and allows controlling fo tultiple factors that simultaneously affect aetelent variable
The following represents the relationship s betwgeand x; based on a multiple linear regression involvingl m
independent variables:

Yi=bot byXq i+ BoXo i +..4 DX ite

Coefficient Iy is the vertical intercept. The m coefficientstb h, are slope coefficients; each coefficientfdr j>0
represents the change ininduced by a change in variablg kolding all other variables constant.

Robust regressions an alternative to least squares regression wilaém is contaminated with outliers or influential
observations. Robust regression can also be usethéopurpose of detecting influential observatiohs linear
regression, an outlier is an observation with lamgidual, whose dependent-variable value is uhgguen its value on
the predictor variables; it may indicate a sampeutiarity or may indicate a data entry error drestproblem. Robust
regression might be a good strategy since it isapcomise between excluding these points entiralgnfthe analysis
and including all the data points and treatingtlaéim equally in OLS regression. The idea of rolagtession is td
weigh the observations differently based on how behaved these observations are, the larger deuad, the smaller
the weight.

The following is the set of control variables indéd in the model:

. o_STRA: a dummy for the ownership (1 for foreigmfs, O for others)

. a_COMM : a dummy for the sector (1 for commercm§, O for others)

. CHISINAU: a dummy for location (1 for firms locatén Chisinau, O for others)

. L_PRE_SALES: a vector for pre-treatment salesll@aantrolling for the size of the firms)
. D_PRE_SALES: a vector for pre-treatment saleslyetfifferences (controlling for trends)

C.2.1 Results of the Estimates

The results of Model B are partially consistenthwihose of Model A, showing positive and statidljca
significant impact on export sales two years dtfterapplication (MDL 8.9 million). Robust regressialso

shows a positive significant impact on total salas, since it is the only estimation reporting sachesult

we are not confident in the validity of this findin
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Exhibit C.13 Regression (OLS): 2 years

Outcome Impact Sign. N treated N control
Total sales (ASA) 6.996 0.118 117 68
Total sales (FR) 5.543 0.151 128 84
Number of employet 1.713 0.880 117 67
'Value added 1.565 0.628 112 61
Productivity -0.339 0.105 117 67
Operating profit 0.825 0.394 128 86
Investment -1.136 0.699 124 73
Export 8.975* 0.083 68 20
Exhibit C.14 Regression (Huber Estimator): 2 years

Outcome Impact Sign. N treated N control
Total sales (ASA) 4.,755%* 0.004 117 68
Total sales (FR) 2.110* 0.076 128 84
Number of employet 1.589 0.624 117 67
'Value added 0.489 0.567 112 61
Productivity 0.032* 0.091 117 67
Operating profit -0.001 0.999 128 86
Investment -0.255 0.496 124 73
Export 1.968 0.320 68 20

Results in million of MDL.
Statistical significance: *** 99%, ** 95%, *90%
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ANNEX D — COUNTERFACTUAL IMPACT ASSESSMENT - RESULT S

D.1 Propensity Score Estimation

Probit regression, reporting margi nal effects Nunmber of obs= 298
LR chi 2(11) = 19.69

Prob> chi 2= 0. 0498

Log likelihood = -183.52361 Pseudo R2= 0. 0509
Benef |1 C dF/ dx Std. Err z P>| z| x-bar | 95% C. I . ]
_________ demmmccememmm e mmeeemeeee e e e e e em e e m e . e e mmmEEm e ... ... mmm. ... ---—-—--an
t_mcro*| -.1189738 . 1949405 -0.63 0. 530 . 073826 -.50105 .263103
t_small*| . 0853316 . 1463856 0.57 0. 567 . 372483 -.201579 .372242
t_med*| . 0858662 . 1267357 0.67 0.504 . 40604 -.162531 .334264
0_STRA*| . 0484763 . 0713579 0. 67 0. 505 .208054 -.091383 .188335
a_COMMV | . 1984895 . 066157 2.58 0. 010 171141 . 068824 .328155
CHI SI NAU*| -. 0166928 . 0627805 -0. 26 0.791 . 691275 -.13974 .106355
L_PRE ~S |.0019587 . 0010106 1.93 0. 053 36.9327 -.000022 .003939

D PRE ~S | -. 0029376 . 0022854 -1.28 0.199 3.40188 -.007417 .001542
L_PRE ~F |-4.85e-06 . 0003548 -0.01 0. 989 123. 849 -. 0007 . 00069
D PRE ~F | . 0004855 . 0007143 0. 68 0.497 -2.89597 -.000914 .001885
_________ o e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e m e e e m e e e e e e m e m = =
obs. P | . 647651

pred. P | . 6583718 (at x-bar)

(*) dF/dx is for discrete change of dummy variable fromO to 1
z and P>|z| correspond to the test of the underlying coefficient being O

LR I SR I I I O O I I R R R R R I I R I I R I S T

Algorithmto estinmate the propensity score
khkhkhkhkhhhkhkhkhhhhdhhhhhkhhhhdhdhhkhhkhkhhhdhddhkhkhkhhhhdddk khkkx*x*x*x%

The treatnent is Benef IC

Benef 1 C Freq. Per cent Cum
____________ o e e e e e e e e e e e e e e e e e e m e m e m = =
0 | 213 39.59 39.59
1] 325 60. 41 100. 00
____________ o e e e e e e e e e e e e e e e e e e e e e m e e m = =
Total | 538 100. 00

Estimati on of the propensity score

Probit regression Nunber of obs= 298

LR chi 2(11) = 19. 69

Prob> chi 2= 0. 0498

Log likelihood = -183.52361 Pseudo R2= 0. 0509

Benef _I C| Coef Std. Err z P>| z| [95% Conf. Interval]

_____________ e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e mm = -

t_mcro | -.3109132 . 4951877 -0.63 0.530 -1.281463 . 6596369

t_small | . 2358797 . 411589 0.57 0.567 -. 5708199 1.042579

t_med | . 2365561 . 3538188 0.67 0.504 -. 4569159 . 9300282

0_STRA | . 1343748 . 2016226 0.67 0.505 -. 2607983 . 5295479

a_COoOw | . 6037926 . 2340621 2.58 0.010 . 1450394 1. 062546

CH SI NAU | -. 0456421 . 1723138 -0.26 0.791 -.383371 . 2920868
L_PRE_SALES | . 005336 . 0027627 1.93 0.053 -. 0000789 . 0107508
D PRE SALES | -.0080027 . 0062364 -1.28 0.199 -. 0202259 . 0042204
L_PRE _STAFF | -.0000132 . 0009665 -0.01 0.989 -. 0019075 . 001881
D_PRE_STAFF | . 0013227 . 0019467 0.68 0.497 -. 0024928 . 0051382

_cons | -.1086968 . 4423912 -0.25 0.806 -. 9757675 . 758374



Description of the estimted propensity score

Esti mated propensity score

Percentil es Smal | est
1% . 3662295 . 3222954
5% . 4272683 . 3661339
10% . 5408547 . 3662295 Cbs
25% . 5878709 . 3674459 Sum of Wjt.
50% . 6254745 Mean . 648
Lar gest Std. Dev. . 1196
75% . 707289 . 9153408
90% . 8294148 . 9337172 Vari ance . 0143
95% . 8591691 . 9431494 Skewness . 1699
99% . 9337172 . 9692063 Kurtosi s 3.277

LR I SR I I O I S I R R I I R I I O R I O O I O

Step 1: ldentification of the optiml number of bl ocks
Use option detail if you want nore detail ed out put

LR I R I I O I S I I R I R R O O R

The final nunber of blocks is 5

Thi s nunmber of bl ocks ensures that the mean propensity sco
is not different for treated and controls in each bl ocks

khkkkhkhkkhkhkhhkhkhhhkhhhkhhhkhhhkhhhhhhhhhhhdhhhkhhhkhhkhkhkhkrhkhkrkk krkkx**x

Step 2: Test of bal ancing property of the propensity score
Use option detail if you want nore detail ed out put

khkhkkhkhkkhhkhkhhkhkhhhkhhhkhhhkhhhkhhhhhhhhhhhdhhhdhhhkhdhkhkhkhhkhkrkk krkkx**x

The bal ancing property is satisfied

This table shows the inferior bound, the nunber of treated
and the nunber of controls for each bl ock

Inferior |
of bl ock | Benef I C
of pscore | 0 1| Tota
___________ e
0 | 108 132 | 240
2 | 7 5 | 12
4 | 43 49 | 92
6 | 50 102 | 152
8 | 5 37 | 42
___________ o
Total | 213 325 | 538

EE R I O R I R I O R S I I O I R R

End of the algorithmto estimte the pscore

khkhkkhkhkhkhkhhhkhhhkhhkhkhhkhhkhkhhhkhhhkhhkhkhkhkrkk krkkx**x

298
298

025
569

178

133
793

re
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D.2 Estimates: 1 year Difference in Difference

Propensity Score Matchinyearest Neighbor)

Outcome Impact Sign. N treated N control
Total sales (ASA) -6.598 0.268 157 81
Total sales (FR) -5.321 0.368 158 94
Number of employees 17.076 0.328 157 82
Value added -5.287 0.119 152 78
Productivity -0.743** 0.042 157 81
Operating profit -0.022 0.985 158 93
Investment 2.761* 0.093 154 86
Export -1.176 0.767 87 28

Propensity Score Matchirgadius)

Outcome Impact Sign. N treated N control
Total sales (ASA) -1.316 0.727 155 81
Total sales (FR) -2.376 0.548 156 94
Number of employees 20.991 0.046 155 82
Value added -4.120 0.116 150 78
Productivity -0.676* 0.095 155 81
Operating profit -0.035 0.972 156 93
Investment 2.368 0.118 152 86
Export -3.349 0.439 86 28

Propensity Score Matchirggernel)

Outcome Impact Sign. N treated N control
Total sales (ASA) -1.233 0.768 155 81
Total sales (FR) -2.278 0.619 156 94
Number of employees 20.908** 0.030 155 82
Value added -4.145 0.160 150 78
Productivity -0.670 0.156 155 81
Operating profit -0.114 0.914 156 93
Investment 2.293 0.128 152 86
Export -3.030 0.453 86 28

Regression (OLS)

Outcome Impact Sign. N treated N control
Total sales (ASA) 2.525 0.330 192 98
Total sales (FR) 1.056 0.590 219 135
Number of employees 11.091 0.152 192 98
Value added 0.439 0.846 183 94
Productivity -0.177 0.691 192 97
Operating profit 0.175 0.784 220 135
Investment 0.774 0.573 200 116
Export -2.820 0.335 96 33
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Regression (Huber Estimator)

Outcome

Impact Sign. N treated N control

Total sales (ASA) -0.024 0.974 192 98
Total sales (FR) 0.014 0.980 219 135
Number of employees -1.418 0.417 192 98
Value added 0.070 0.910 183 94
Productivity 0.025* 0.078 192 97
Operating profit -0.039 0.838 220 135
Investment -0.038 0.844 200 116
Export -0.287 0.718 96 33

Results in million of MDL.
Statistical significance: *** 99%,

**95%, *90%
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D.3 Estimates: 3 year Difference in Difference

Propensity Score Matchirgyearest Neighbor)

Outcome Impact Sign. N treated N control
Total sales (ASA) 19.588 0.461 84 46
Total sales (FR) 21.505 0.464 86 a7
Number of employees -14.000 0.682 84 46
Value added 8.989 0.633 82 41
Productivity 0.463 0.253 84 46
Operating profit 8.290*** 0.004 86 a7
Investment 3.447 0.223 82 45
Export 12.318*** 0.004 51 18

Propensity Score Matchingadius)

Outcome Impact Sign. N treated N control
Total sales (ASA) 12.569 0.586 84 46
Total sales (FR) 18.061 0.449 86 a7
Number of employees -11.760 0.625 84 46
Value added 1.236 0.936 82 41
Productivity 0.351 0.340 84 46
Operating profit 5.694 0.118 86 47
Investment 3.326 0.171 82 45
Export 9.842** 0.020 47 18

Propensity Score Matchingernel)

Outcome Impact Sign. N treated N control
Total sales (ASA) 15.632 0.525 84 46
Total sales (FR) 21.237 0.414 86 47
Number of employees -11.328 0.647 84 46
Value added 3.783 0.796 82 41
Productivity 0.379 0.369 84 46
Operating profit 5.706* 0.088 86 47
Investment 3.323 0.173 82 45
Export 10.470%** 0.010 51 18

Regression (OLS)

Outcome Impact Sign. N treated N control
Total sales (ASA) 4.419 0.666 94 53
Total sales (FR) 8.665 0.332 104 61
Number of employees -8.717 0.573 94 52
Value added -0.046 0.996 91 47
Productivity -0.240 0.608 94 52
Operating profit 0.892 0.733 105 61
Investment 0.294 0.889 98 56
Export 8.842 0.171 55 19
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Regression (Huber Estimator)

Outcome Impact Sign. N treated N control
Total sales (ASA) 0.946 0.694 94 53
Total sales (FR) 0.900 0.638 104 61
Number of employees 9.171 0.133 94 52
Value added -0.806 0.633 91 47
Productivity 0.002 0.922 94 52
Operating profit 0.210 0.665 105 61
Investment 0.076 0.880 98 56
Export 3.373 0.271 55 19

Results in million of MDL.

Statistical significance: *** 99%, ** 95%, * 90%
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D.4 Estimates: T1 — The impact of quality certifiation

1 YEAR Difference in Difference

Propensity Score Matching (Nearest Neighbor)

Outcome Impact Sign. N treated N control
Total sales (ASA) 1.650 0.780 124 81
Total sales (FR) -0.920 0.839 124 94
Number of employees 25.556 0.079 124 82
Value added -3.321 0.364 120 78
Productivity -0.509 0.348 124 81
Operating profit -0.385 0.784 124 93
Investment 3.235* 0.096 121 86
Export -0.765 0.832 74 28

Propensity Score Matching (Radius)

Outcome Impact Sign. N treated N control
Total sales (ASA) -0.381 0.931 122 81
Total sales (FR) -2.062 0.623 122 94
Number of employees 21.947* 0.066 122 82
Value added -3.686 0.275 118 78
Productivity -0.571 0.118 122 81
Operating profit -0.226 0.842 122 93
Investment 2.338 0.213 119 86
Export -2.413 0.543 72 28

Propensity Score Matching (Kernel)

QOutcome Impact Sign. N treated N control
Total sales (ASA) -0.834 0.865 123 81
Total sales (FR) -2.487 0.515 123 94
Number of employees 23.289* 0.057 123 82
Value added -3.950 0.186 119 78
Productivity -0.606 0.084 123 81
Operating profit -0.340 0.770 123 93
Investment 2.663 0.174 120 86
Export -2.434 0.503 73 28

Regression (OLS)

Outcome Impact Sign. N treated N control
Total sales (ASA) 2.023 0.453 143 98
Total sales (FR) 0.567 0.783 155 135
Number of employees 11.611 0.180 143 98
Value added 0.110 0.961 138 94
Productivity -0.431* 0.039 143 97
Operating profit 0.286 0.674 156 135
Investment 1.491 0.290 149 116
Export -2.872 0.334 80 33
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Regression (Huber Estimator)

Outcome Impact Sign. N treated N control

Total sales (ASA) -0.468 0.598 143 98
Total sales (FR) -0.261 0.682 155 135
Number of employees -1.383 0.489 143 98
Value added 0.001 0.999 138 94
Productivity 0.015 0.302 143 97
Operating profit -0.029 0.890 156 135
Investment -0.083 0.713 149 116
Export -0.400 0.659 80 33

Results in million of MDL.
Statistical significance: *** 99%,

**95%, *90%
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2 YEARS Difference in Difference

Propensity Score Matching (Nearest Neighbor)

Outcome Impact Sign. N treated N control
Total sales (ASA) 16.832 0.201 98 57
Total sales (FR) 10.968 0.220 98 61
Number of employees 19.878 0.296 98 57
Value added 3.157 0.737 95 53
Productivity 0.109 0.217 98 57
Operating profit 2.431 0.124 98 63
Investment -0.208 0.951 96 58
Export 5.873 0.205 60 19

Propensity Score Matching (Radius)

Outcome Impact Sign. N treated N control
Total sales (ASA) 12.811 0.114 95 57
Total sales (FR) 8.815 0.219 96 61
Number of employees 4.817 0.723 95 57
Value added 4.222 0.479 92 53
Productivity 0.067 0.333 95 57
Operating profit 2.212 0.123 96 63
Investment 1.649 0.455 94 58
Export 8.304** 0.033 55 19

Propensity Score Matching (Kernel)

Outcome Impact Sign. N treated N control
Total sales (ASA) 15.097 0.095 97 57
Total sales (FR) 10.464 0.188 97 61
Number of employees 4.769 0.752 97 57
Value added 4.671 0.470 94 53
Productivity 0.067 0.326 97 57
Operating profit 2.370 0.120 97 63
Investment -0.658 0.775 95 58
Export 7.876** 0.041 56 19

Regression (OLS)

Outcome Impact Sign. N treated N control
Total sales (ASA) 7.310 0.109 112 68
Total sales (FR) 5.806 0.140 122 84
Number of employees 2.313 0.840 112 67
Value added 1.928 0.557 107 61
Productivity -0.337 0.116 112 67
Operating profit 0.829 0.397 122 86
Investment -0.370 0.896 118 73
Export 9.004* 0.087 66 20
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Regression (Huber Estimator)

Outcome Impact Sign. N treated N control
Total sales (ASA) 3.423** 0.031 112 68
Total sales (FR) 1.963 0.104 122 84
Number of employees 1.537 0.616 112 67
Value added 0.661 0.436 107 61
Productivity 0.034 0.088 112 67
Operating profit -0.004 0.990 122 86
Investment -0.223 0.569 118 73
Export 1.542 0.468 66 20

Results in million of MDL.

Statistical significance: *** 99%, ** 95%, * 90%
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ESTIMATES: 3 YEARS Difference in Difference

Propensity Score Matching (Nearest Neighbor)

Outcome Impact Sign. N treated N control
Total sales (ASA) 9.681 0.708 79 46
Total sales (FR) 11.003 0.624 81 47
Number of employees 3.595 0.905 79 46
Value added -3.429 0.849 77 41
Productivity 0.338 0.397 79 46
Operating profit 4.789 0.196 81 a7
Investment 3.261 0.154 77 45
Export 9.144* 0.058 49 18

Propensity Score Matching (Radius)

Outcome Impact Sign. N treated N control
Total sales (ASA) 9.542 0.603 77 46
Total sales (FR) 14.974 0.306 79 47
Number of employees -10.253 0.668 77 46
Value added 1.783 0.893 75 41
Productivity 0.366 0.354 77 46
Operating profit 4.785 0.256 79 a7
Investment 2.775 0.138 75 45
Export 8.763** 0.045 45 18

Propensity Score Matching (Kernel)

Outcome Impact Sign. N treated N control
Total sales (ASA) 16.064 0.471 79 46
Total sales (FR) 20.953 0.375 81 47
Number of employees -6.530 0.789 79 46
Value added 2.452 0.847 77 41
Productivity 0.371 0.469 79 46
Operating profit 5.615 0.126 81 47
Investment 3.121 0.165 77 45
Export 9.065* 0.075 49 18

Regression (OLS)

Outcome Impact Sign. N treated N control
Total sales (ASA) 4.914 0.641 89 53
Total sales (FR) 9.104 0.322 98 61
Number of employees -8.378 0.596 89 52
Value added 0.581 0.945 86 47
Productivity -0.247 0.607 89 52
Operating profit 1.118 0.678 99 61
Investment 1.399 0.433 92 56
Export 9.383 0.157 53 19
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Regression (Huber Estimator)

Outcome Impact Sign. N treated N control
Total sales (ASA) 0.520 0.830 89 53
Total sales (FR) 0.279 0.882 98 61
Number of employees 10.444 0.084 89 52
Value added -0.229 0.887 86 47
Productivity -0.003 0.911 89 52
Operating profit 0.201 0.681 99 61
Investment 0.029 0.954 92 56
Export 2.306 0.450 53 19
Results in million of MDL.

Statistical significance: *** 99%, **95%, * 90%
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ANNEX E — ENTERPRISE SURVEY - METHODOLOGY
E.1 MGF Beneficiaries Survey

The sample of MGF beneficiaries was stratified Hase three criteria. Thérst criterion referred to the
kind of assistance received, i.e. whether the fibbesefited from assistance for quality certificatidor
business advisory services, or for both types sistnce. Theecond criterionwas the sector of activity.
To this purpose, 11 macro-sectors were identifeseld on the information available in the lists pted by

the Chamber of Commerce and Industry (CCI) or ftbm scanned version of the application forms. The
eleven macro-sectors were (i) agriculture, (i)dendustry, (iii) wine and beverages, (iv) othedustries (v)
construction, (vi) transport & tourism, (vii) tradgiii) education and health, (ix) financial ses@s and real
estate, (x) IT & communication, and (xi) other seeg. Thethird criterion was the location of the
enterprise. Six regions/areas were defined - N@#nter, South, Chisinau, Gagauzia, and Transmaisthy
grouping territorial divisions as classified by tB&IS. In particular: (i) the North region includBsiceni,
Donduseni, Drochia, Edinet, Falesti, Floresti, @loig Ocnita, Riscani, Singerei, Soroca, and the
municipality of Balti; (ii) the Center region cowerAmenii noi, Calarasi, Criuleni, Dubasari, Hingest
laloveni, Nisporeni, Orhei, Rezina, Straseni, So&ddi, Telenesti, Ungheni; and (iii) the South oegi
encompasses Besarabesca, Cahul, Cantemir, CaOsuislia, Leova, Stefan Voda, Taraclia.

The initial sample included 150 firms. During tmepiementation of the survey, 15 sampled benefesari
could not be contacted due to a variety of reagar=uple of firms had gone bankrupt, one was frély
organized, and a dozen could not be located desptated efforts). A similar number of firms refdgo
partake in the survey. Replacements were identiiildwing the sampling criteria indicated aboveheT
final number of interviewees was 147.

E.2 LOC Beneficiaries Survey

Given that the overall number of firms which reeslvloans under the CEP-LOC is 60, the LOC
Beneficiaries survey aimed at covering the wholeense of enterprises involved in the componeriirrs
refused to partake in the survey, or were imposdiblcontact. The survey therefore covers 57 firofis,
which approximately two third received one or mimans for working capital purposes, 12 obtained ane
more loans for investment purposes, and the rengaseven got loans for both purposes.
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ANNEX F — ENTERPRISE SURVEY - MGF BENEFICIARY SURVE Y RESULTS

1 Background Information

1.1 In which year was your firm established?

Answer Nr Share

<1990 12 8.2%

1990-1999 59 40.1%

2000-2005 43 29.3%

2006-2010 33 22.4%

Total 147 100%

1.2 What is the legal form of your firm?

Answer Nr Share

intreprinderi individuale 1 0.7%

Soc in nume colectiv/ Soc in comandita 1 0.7%

Limited Liability Company 109 74.1%

Corporation 34 23.1%

Other 2 1.4%

Total 147 100%

Others:

Answer Nr

education institute 1

state institute of higher education 1

1.3 What is the ownership structure of your firm?

Answer Nr Share
Fully private — Moldovan owners only 108 73.5%
Fully private — Joint venture with minority foreign participation 11 7.5%
Fully private — Joint venture with majority foreign participation 16 10.9%
Fully private — Fully foreign owned 8 5.4%
Partly private — Public participation (from national and/or local government

entities) 0 0.0%
Fully Public 3 2.0%
Missing 1 0.7%
Total 147 100%

1.4 Where is your firm located? In case of multipldocations, please indicate where the head office located

Answer Nr Share

Chisinau 110 74.83%
North 11 7.48%
Center 19 12.93%
South 6 4.08%
Gagauzia 1 0.68%
Total 147 100%
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1.5 What is your main activity/line of business?

Answer Number share

Agriculture 4 2.7%
Food Industry 16 10.9%
\Wine and Beverage 26 17.7%
Other industries 17 11.6%
Construction 20 13.6%
Transport & tourism 6 4.1%
Trade 26 17.7%
Education and health 5 3.4%
Financial services and real estate 5 3.4%
ICT and communication 12 8.2%
Other services 10 6.8%
Total 147 100%

1.6 We understand that your firm has received suppt under the CEP-MGF for the following activity/ies or project(s). Is
this correct?

Number of Projects

Answer Number Share

1 Project 132 89.8%
2 Projects 13 8.8%
3 Projects 2 1.4%
Total 147 100%

Type of Assistance

Answer Number share
Quality Certification 92 62.59%
Business Advisory Services 44 29.93%
Both 11 7.48%
Total 147 100%
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2 Participation in the CEP-MGF and Procedural Aspecs

2.1 How did you learn about the support available nder the CEP-MGF?

Answer Number| share
| was informed directly by the CCI 80 | 54.42%
| participated in a meeting/event in which the CEPMGF was presented to the business community 10 | 6.80%
| heard about the CEP-MGF from other firms 33 | 22.45%
| learned about the CEP-MGF by visiting the CCI welsite 20 | 13.61%
Other 4| 2.72%
Total 147 100%

Other:

Answer Nr

Discussion with the Ministry of Education

Media

Informed by consultant
Logos-press newspaper

T

2.2 Are you currently member of the CCI?

Answer Number share

No 65 44.22%
Yes 82 55.78%
Total 147 100%

2.3 Were you (already) member of the CCI at the tira of your (first) application for support under the CEP-MGF?

Answer Number share

No 8 9.76%
Yes 73 89.02%
Missing 1 1.22%
Total 82 100%

2.4 What were the main motives for applying for suport under the CEP-MGF?

Answer Number
improve quality of products 30
raise reputation 25
efficiency

development

improve professionalism
information

reorganization of the company
understand the market
penetrate new markets
competitiveness

EU requirements
management

sales

modernization

new products

productivity

tender

better technologies

exports

get the LOC loan

new technologies

promotion of the association

RPlIRIRIRIRININININWWww(w(~ofofo|o|o|N
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2.5 How easy or difficult was the interaction withthe entities responsible for managing the CEP-MGF? IBase indicate to
what extent you agree with the following statements

Strongl| Strong| ki
Statement a regey Agree |Neither Disagred > ?e)é know/ |Missing Total
9 9"€Remembe

The information initially provided by the CCI about the 73 71 2 1 0 0 0 147
CEP-MGF was clear and comprehensive (49.7%)(48.3%) (1.4%)| (0.7%)| (0.0%)| (0.0%) |(0.0%)
The documentation to be supplied at the applicatiostagd 39 90 15 2 0 1 0 147
was simple (26.5%)(61.2%)(10.2%) (1.4%)| (0.0%)| (0.7%) |(0.0%)
The agreement signed with the CClI clearly defined 53 84 9 1 0 0 0 147
respective obligations and responsibilities (36.1%)(57.1%)(6.1%)| (0.7%)| (0.0%)| (0.0%) |(0.0%)
The time elapsed between the application and the sigg | 30 83 29 5 0 0 0 147
of the agreement with the CCI was short (20.4%)(56.5%)(19.7%) (3.4%)| (0.0%)| (0.0%) |(0.0%)
The documentation to be supplied in order to get the 29 80 26 12 0 0 0 147
partial reimbursement of the expenses was simple (19.7%)(54.4%)(17.7%) (8.2%)| (0.0%)| (0.0%) |(0.0%)
The time elapsed between the submission of the 24 82 31 10 0 0 0
documents for the reimbursement and the receipt ahe 147
money was short P (16.3%)(55.8%)(21.1%) (6.8%)| (0.0%)| (0.0%) |(0.0%)

. 92 48 6 1 0 0 0
The personnel of the CCl were helpful and ready tossist (62.6%)(32.7%) (4.1%)| (0.7%)| (0.0%)| (0.0%) |(0.0%) 147

2.6 In case you received support for more than onproject, have you noticed any difference in procedal aspects? (e.g.
things became simpler or more complex overtime, pedures for the Quality Certification component wee simpler or more
complex than those for the Business Advisory compent). Please provide your comments

Answer Number
both were equal

things became simpler in time

BAS component was simpler

MSTQ was simpler

the person interviewed was not involved in the firsproject
Total 1

g IN|w|~|O

2.7 Overall, how would you rate your experience wit procedural aspectsof the CEP-MGF?

Answer Number share

Very positive 21 14.29%
Positive 125 85.03%
Neutral 1 0.68%
Negative 0 0.0%
Very negative 0 0.0%
Total 147 100%
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3 Use of Consultants and Level of Satisfaction

3.1 In the three yearspreceding your (first) application for support from the CEP-MGF, did you purchase with_your own
moneythe services of consultants? (Please do not corsidhe services provided by accountants or tax adsors)

Answer Number share

No, we did not use any consultant 89 60.5%
Yes, we used consultants but only sporadically (oadwice) 45 30.6%
Yes, we frequently used consultants (more than twéj 10 6.8%
Missing 3 2.0%
Total 147 100%

3.2 How did you select the consultant for the imphaentation of the activities co-financed by CEP-MGF?Please make a
distinction between the Quality Certification and the Business Advisory components. In case you usedm than one

consultant, please make reference to the main offier each component

Quality Certification Component

Answer Number share

\We already knew the consultant 6 5.8%
The consultant was recommended to us by another fiis or by

acquaintances 24 23.3%
\We shopped around 60 58.3%
Other 13 12.6%
Total 103 100%
Other:

Answer Nr

Tender 9

For the implementation, our internal capacity and ompetences 1

allowed us not to hire consultancy company

Known consultant from the project selection 1

Through CCI 1

We only received certification body services, we arconsultants 1

Business Advisory Component

Answer Number share

\We already knew the consultant 4 7.3%
The consultant was recommended to us by another fiis or by

acquaintances 13 23.6%
\We shopped around 36 65.5%
Other 2 3.6%
Total 55 100%
Other:

Answer Nr

tender 2

3.3 Did you get any information or suggestions fronthe CCI regarding consultants that might have beerused for the

activities co-financed by CEP-MGF?

Answer Number share

No 27 18.4%
Yes 119 81.0%
Missing 1 0.7%
Total 147 100%
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3.4 If Yes, was this information useful?

Answer Number share

yes 111 94.1%
partially 6 5.1%
useful but not used 1 0.9%
Total 118 100%

3.5 In the case of the Quality Certification Compoant, were you satisfied of the services provided by ¢hconsultant? Please
indicate to what extent you agree with the followig statements. Again, in case you used more than onensultant, please
make reference to the main one

Statement =l Agree |Neither [Disal reEStroneg 121(23/;}/ Missing| Total
agree 9 9 disagreeRemernbe 9

The quality of the services provided by the consultst wag 50 49 1 0 1 0 2 103

appropriate (48.5%)(47.6%)(1.0%)| (0.0%)| (1.0%)| (0.0%) |(1.9%)

The price paid for the services provided by the consudint| 36 54 11 0 0 0 2 103

was reasonable (35.0%)(52.4% (0.0%)| (0.0%)| (0.0%) |(1.9%)

The services provided by the consultant were delived or] 52 46 2 0 1 0 2 103

time (50.5%)(44.7%)(1.9%)| (0.0%)| (1.0%)| (0.0%) |(1.9%)

Overall, | was satisfied of the service provided bghe 50 48 2 0 1 0 2 103

consultant (48.5%)(46.6%) (1.9%)| (0.0%)| (1.0%)| (0.0%) |(1.9%)

3.6 In the case of the Business Advisory Componentere you satisfied of the services provided by ¢hconsultant? Please
indicate to what extent you agree with the followig statements. Again, in case you used more than ooensultant, please
make reference to the_ main one

Statement =l Agree |Neither [Disa reEStroneg 121(23/;}/ Missing| Total
agree 9 9 disagreeRemernbe 9

The quality of the services provided by the consultet wag 27 27 1 0 0 0 0 55

appropriate (49.1%)(49.1%) (1.8%)| (0.0%)| (0.0%)| (0.0%) |(0.0%)

The price paid for the services provided by the consgtant| 18 29 6 2 0 0 0 55

was reasonable (32.7%)(52.7%)10.9%) (3.6%)| (0.0%)| (0.0%) |(0.0%)

The services provided by the consultant were delived or] 20 30 5 0 0 0 0 55

time (36.4%)(54.5%)(9.14%) (0.0%)| (0.0%)| (0.0%) |(0.0%)

Overall, | was satisfied of the service provided byhe 26 28 1 0 0 0 0 55

consultant (47.3%)(50.9%) (1.8%)| (0.0%)| (0.0%)| (0.0%) |(0.0%)

3.7 Did you encounter problems in dealing with congtants? In case, what type of problems?

3.7.1 Quality Certification Component

Answer Nr
no 98
the consultant did not do a good job. They simply povided some
standard materials and presentations, without any fort to
provide specific support to the company 1
There aren't consultants in the Republic of Moldovawith the
necessary awareness of the standards which are te b
implemented. They lack practical experience.

Missing 3

[N
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3.7.2 Business Advisory Component

Answer Nr

no 53

Missing 2

3.8 Are you planning to purchase with your own mone further services from consultants in the next tworears (2013 and/or
2014)?

Answer Number share
Definitely yes 25 17.0%
Probably yes 75 51.0%
Don’t know 21 14.3%
Probably no 23 15.6%
Definitely no 3 2.0%
Total 147 100%
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4 Implementation of Activities - Quality Certification Component

4.1 We understand that your firm received co-finaning under the CEP-MGF to obtain the following quality certification(s).

Is this correct?

Answer Nr

ISO 9001 90
ISO 22000 27
ISO 18001 10
ISO 14001 9
ISO 27001 3
HACCP 3

4.2 In case co-financing from CEP-MGF was_noavailable, would you have been able and willing tpay the full costin order

to get quality certifications?

Certification Definitely| Probably| Don’t |Probably |Definitely Missing | Total
yes yes know no no

ISO 9001 (quality management systems) 26 22 9 26 7 0 90
ISO 14001 (environmental management) 3 2 0 3 1 0 9
ISO 18001 (occupational health and safety 4 1 1 3 1 0 10
ISO 22000 (food safety management 8 11 > 5 1 0 27
systems)

ISO 27001 (IT security management) 1 1 1 0 0 0 3
HACCP (food safety) 2 1 0 0 0 0 3

Results Consolidated by firm (for firms having recéved co-financing for more than one certificationthe answer
closer to “definitely no” has been considered).

Answer Number share

Definitely yes 26 25.24%
Probably yes 30 29.13%
Don't know 10 9.71%
Probably no 29 28.16%
Definitely no 8 7.77%
Total 103 100%
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4.3 Were the activities co-financed by CEP-MGF implmented as planned? In particular, did you actuallyget certified? Or is
the certification process still ongoing? Or was iabandoned?

We did get the

We are still in
the process of

We decided to
abandon the

CeriiEeiioT certification getting the | attempt to get Missing Vo
certification |the certification

ISO 9001 (quality management 89 1 0 0

systems) 90
ISO 14001 (environmental 9 0 0 0

management) 9
ISO 18001 (occupational health and 10 0 0 0

safety) 10
ISO 22000 (food safety management 27 0 0 0

systems) 27
ISO 27001 (IT security management) 2 0 1 0 3
HACCP (food safety) 3 0 0 0 3

4.4 If the decision was made to abandon the attempi get any of the above quality certifications, add you explain why?

Answer

Nr

Due to financial constraints we implemented only om of the certifications 1

4.5 If you did get certified, is the initial certification still valid? If not, have you renewed it?

Initial Initial
Initial certification | certification
Certification certification | expired and | expired and Missing Total
still valid [was renewedq was not
renewed
ISO 9001 (quality management systems) 38 44 7 0 89
ISO 14001 (environmental management) 5 3 1 0 9
ISO 18001 (occupational health and safety) 7 1 2 0 10
ISO 22000 (food safety management systems) 9 18 0 0 27
ISO 27001 (IT security management) 2 0 0 0 2
HACCP (food safety) 0 3 0 0 3

Results consolidated by firm (in case of firms hawig received co-financing for more than one certifiation, if at
least one certification was not renewed, the firm as considered as “not having renewed”; otherwisef at least

one certification had already been renewed, the fin was considered as “having already renewed”).

Answer Number share

Initial certification(s) still valid 40 39.22%
Initial certification(s) expired and was renewed 55 53.92%
Initial certification(s) expired and was notrenewed 7 6.86%
Total 102 | 100.00%

NB: one firm was still in the process of obtaining tertification.
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4.6 In case any of the quality certifications wasat renewed, could you explain why?

Answer

Financial constraints

Disappointing outcomes/not necessary

NN

Implementing different standards

4.7 What are your plans for the future? Do you plarto renew the certifications that will expire overthe next two years(2013
and 2014)?

Answer Nr

yes 90

We are already in the process

probably yes

don't know

probably no

no

not this standard

NN

only with co-financing
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5 Implementation of Activities - Business AdvisoryComponent

5.1 We understand that your firm received co-finaning under the CEP-MGF to obtain the following busines advisory
services. Is this correct?

Answer Nr

Preparation of a feasibility study 16
Development of a business plan 9
Design and/or implementation of a management infor@tion system 16
Preparation of a market study/marketing plan 17
Preparation of a development plan/investment projeic 4
Assistance in the development of new services orqaucts 1
Assistance in the re-organization/restructuring othe enterprise 2
Implementation of training courses for the personnke 7

5.2 In case co-financing from CEP-MGF was noavailable, would you have been able and willing tpay the full costin order
to get the business advisory services?

" Definitely | Probably | Don'’t Probably | Definitely .
Service yes yes Know no no Missing Total
Preparation of a feasibility study 3 6 2 5 0 0 16
Development of a business plan 3 2 1 1 2 0 9
Design and/or_ |mplem§antat|on of a 3 3 0 5 5 0 16
management information system
Preparation of a market study/marketing > 4 5 6 0 0 17
plan
Prepgrauon ofa de\(elopment 1 2 0 1 0 0 4
plan/investment project
Assn_stance in the development of new 0 0 1 0 0 0 1
services or products
Assnst_anc_e in the re- _ _ 0 1 1 0 0 0 2
organization/restructuring of the enterprise
Implementation of training courses for the 0 4 0 > 1 0 7
personnel

Results Consolidated by firm (for firms having recéved co-financing for more than one service, the awer
closer to “definitely no” has been considered).

Answer Number share

Definitely yes 8 14.59
Probably yes 14 25.59
Don’t know 8 14.59
Probably no 17 30.99
Definitely no 8 14.59
Total 55 100%
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5.3 Were the business advisory activities co-finaad by CEP-MGF implemented as planned? In particular,were they
completed on time and of the expected quality?

Completed with Not completed
Completed on| some delay P

i ; and/or of .

Service time and of the | and/or not fully . Missing| Total
: unsatisfactory
expected quality of the expected ;
. quality
quality

Preparation of a feasibility study 16 0 0 16
Development of a business plan 9 0 0 9
Design and/or_ |mplem_entat|on of a 16 0 0 16
management information system
Preparation of a market study/marketing 15 > 0 17
plan
Preparation of a development

; . 3 1 0 4
plan/investment project
Assistance in the development of new

; 1 0 0 1
services or products
Assistance in the re-

N . . 2 0 0 2

organization/restructuring of the enterprisg
Implementation of training courses for the 7 0 0 v
personnel

5.4 If any of the above activities was not compledeand/or was of unsatisfactory quality, could you eplain why?

N/R

5.5 To what extent the advice received under the biness advisory activities co-financed by CEP-MGF waactually put in
practice (e.g. feasibility study implemented, new managemeimformation system set up and operational, etc.)?

e Fully ppt in | Partly put in | Not pgt in Missing| Total
practice practice practice

Preparation of a feasibility study 4 11 1 0 16
Development of a business plan 5 4 0 0 9
DeS|gn a_md/or implementation of a manageme 13 3 0 0 16
information system
Preparation of a market study/marketing plan 7 10 0 0 17
Pre_paratlon of a development plan/investment 0 3 1 0 4
project
Assistance in the development of new serviceg 1 0 0 0 1
or products
Assistance in the re-organization/restructuring

. 1 1 0 0 2
of the enterprise
Implementation of training courses for the 6 1 0 0 7
personnel

5.6 If the advice received under any of the businsesdvisory activities was not put in practice, cod you explain why?

Answer Nr

Financial constraints 2
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6 Impact of the Activities Co-financed by CEP-MGF

6.1 What has been the influence of the activitieodinanced by CEP-MGF on the structure and/or operabns of your firm?
In particular, to what extent these activities contibuted to ...

Aspects of business activity Teeli | T e 1 & il Not at all |Missing| Total
extent extent extent
... improve the composition of the product mix, 31 48 22 46 0
with a shift towards higher value added 147%
products 21.1% 32.7% 15.0% 31.3% 0.0%
. diversify sales, with the entry into new 44 36 27 39 1 i
markets/market segments 29.9% 24.5% 18.4% 265%| 079% 4
improve the technical efficiency of 71 45 13 17 1
operations, with an increase in productivity 48.3% 30.6% 8.8% 11.6% 0.7%
. improve the technical and/or managerial 71 56 10 10 0 )
competencies and the know-how of the staff 48.3% 38.1% 6.8% 6.8% 0.0% 14
improve the overall effectiveness of 92 46 4 5 0 i
organization and management 62.6% 31.3% 2. 7% 3.4% 0.0% 14
. improve the relationships with financial 3 3 11 130 0 J
institutions, with easier access to credit 2.0% 2.0% 7.5% 88.4% 0.0% 14
. improve the interactions with clients, with 84 45 13 5 0 i
an increase in credibility and reputation 57 1% 30.6% 8.8% 3.4% 0.0% 14

6.2 Was there any other notable influence on the rstcture and/or operations of your firm as a resultof the activities co-

financed by CEP-MGF? If yes, please provide details

Answer

Nr

Allowed a better understanding of market trends andcompetitor

strategies

=Y

Allowed participation in procurement/public procure ment

Increased the quality of products/services

Improved internal communication

Too early to say

Allowed traceability of products

Consolidated/improved market position

Allowed opening of new branches/shops

Increased networking capabilities of the firm

Caused additional expenses

Increased information security

Opened new positions in the company

RPIRPIRPINWWAOOO|INOIN

Became official representative in the country of anultinational

corporation

Changed the strategic vision of the company

Increased competitiveness

Attracted new members

Planned the rebranding of some products

G

(No other influence)

oy
(00
o°]
IN—
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6.3 How has your business evolved between ... (i.Betyear in which you submitted your (first) applicaion for support under
the CEP-MGF) and 20127 In particular could you tellus the value of turnover, employment and export sak both in .... and

in 20127

Turnover (MDL million) Year Appplication | 2012
Average 70.9 92.2
Median 155 19.6
Minimum 0.013 0.108
Max 2603 2603
Employment Year Appplication | 2012
Average 125.6 132.9
Median 53 68
Minimum 1 3
Max 1242 1034
Exports (MDL million) Year Appplication | 2012
Average 9.12 17.10
Median 0 0
Minimum 0 0
Max 152 380

6.4 To what extent the activities co-financed by CERAGF contributed to the increase (or helped in slowig down the decline)
in turnover, employment or export sales?

Aspects of business activity Teehh | T sme | € iz Not at all N,A/ Missing | Total
extent extent extent can't say
53 47 26 17 2 2
Turnover 147
36.1% 32.0% 17.7% 11.6% 1.4% 1.4%
Employment 36 19 o 81 0 2 147
ploy 24.5% 12.9% 6.1% 55.1% 0.0% 1.4%
22 11 18 8 87 1 i
Export 14
15.0% 7.5% 12.2% 5.4% 59.2% 0.7%

6.5 In case the activities co-financed by CEP-MGF ltha direct and measurable impact on employment, céd you please
provide details and indicate the number of jobs thawere ‘created’ or ‘saved’?

Answer

Nr

1-5 jobs

18

6-10 jobs

11-20 jobs

21- 50 jobs

Over 50

Due to increase in efficiency, the number of empl®@es decreased

The number of employees increased

2

Impossible to say

Helped saving jobs

Missing

5
4
5
3
20
8
6
1
2

(No influence)

(55)

6.6 Did the activities co-financed by CEP-MGF helpd get some form of external financing (e.g. new baroan, leasing, etc.)

that otherwise would not have been accessible toyrdfirm?

Answer Number share

No 137 93.209
Yes 9 6.129
Missing 1 0.689
Total 147 100%
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6.7 If yes, could you please provide details?

Answer Nr

EBRD loan

2
LOC loan 4
Other credit 3

6.8 Has the geographical composition of export salechanged between .... i.e. the year in which you suiited your (first)
application for support under the CEP-MGF and 2012 é.g. more exports to EU countries and fewer to Russ?

Answer Nr Share
Geographical Composition Changed 31| 21.1%
No Change in geographical composition 116 78.9%
Total 147 100%

Main changes:

Answer Nr
CSl 20
EU 15
USA/Canada | 4
Middle East 4
Asia 3
Australia 1

6.9 If there have been changes in the geographicamposition of export sales, to what extent are tlgdinked to the activities
co-financed by CEP-MGF? Please provide details

Answer Nr

Yes 1

Partially

Indirect

No

O~ |IN| o

Miss

6.10 Overall, how would you rate the impact of thectivities co-financed by CEP-MGF on the_performancef your firm ?

Answer Number share

\Very positive 33 22.5%
Positive 109 74.2%
Neutral 3 2.0%
Negative 0 0.0%
\Very negative 0 0.0%
Missing 2 1.36%
Total 147 100%

6.11 In case you have received assistance under ibdbhe Quality Certification and Business Advisory omponent, which of
the two components had the most positive impact?

Answer Number
Activities under the Quality Certification component had the most positive impact 4
Activities under the Business Advisory component lhthe most positive impact 2
Activities under the two components had a broadlyisilar impact 5
Total 11
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7 Comparison with Other Support Programs

7.1 Are you aware of the BAS program (managed by fhEBRD), which also provides co-financing to Moldovafirms for the
use of consultants? Have you made use of this pran?

Answer Number| share
I know about BAS and used it 12 8.16%
| know about BAS but did not use it 19 12.939
| only heard of BAS 80 [54.429
| never heard of BAS 36 24.499
Total 147 | 100%

7.2 In case you have used or know the BAS prograroould you compare its features with those of the CERIGF?

The two |Better the| Cannot

Feature of the Programs SR InD programs BAS |compare/No{ Total
CEP-MGF L ;
are similar | program | applicable

Share of co-financing provided 2 8 21 0 31
Nature of activities for which co-financing is posible 4 14 8 4 30
Eligibility criteria for receiving assistance 8 17 4 2 31
Modalities for the selection of consultants 9 16 6 0 31
Documentation to be provided at the application stge 10 15 6 0 31
chumentatmn to be provided in order to get the pdial 12 10 9 0 31
reimbursement of the expenses
Time elaps_ed_ between the application and the 9 15 7 0 31
approval/signing of the agreement
Time elapsed between the submission of the document

X . 12 12 6 0 30
for the reimbursement and the receipt of the money
Assistance provided by the program manager 4 25 2 0 31

7.3 Are there other aspects regarding the comparisobetween CEP-MGF and BAS on which you would like taomment?

Answer Number
IAssistance provided by BAS Programme managers isddureaucratized 1
EBRD-BAS does not co-finance companies with majogitforeign capital 1
EBRD-BAS examination is more careful, so once astsice is accorded interaction is simpler 1
EBRD-BAS co-financing on energy efficiency projects 70% 1

key positive aspects of EBRD-BAS are high share 0b-financing and independent selection of a

consulting company 1
No comments 26
Total 147

7.4 Over the last_three yearsdid your firm receive assistance in the form of @ensulting services from any other donor-funded
programs supporting the development of Moldovan emrprises? (e.g. Programul de guvernare corporativeRroiecturl “Inno-
Food See”, etc.)

Answer Number share

No 144 98.09
Yes 3 2.09
Total 147 100%
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7.5 If yes, from which program(s) did you receive ssistance?

Answer Nr

CEED Il (USAID) 2

Energy efficiency consulting services (UNIDO) | 1

7.6 Could you compare the other program from whichyou received assistance with the CEP-MGF? In case ydave received
assistance from more than one program, please makeference to the one that you used most recently

Name of program Positive features Negative features
CEED II (USAID) - Exhibition co-financing; - No direct financial support;
« Assistance in re-branding; - Extremely different procedures.

- Direct interaction with project
staff; consistent communication.

Energy efficiency consulting| -  None « 15-20% co-financing
services (UNIDO)

93




8 Summary Assessment and Prospects

8.1 Overall, how would you rate your experience wit the CEP-MGF?

Answer Number share

\Very positive 56 38.1%
Positive 90 61.2%
Neutral 1 0.7%
Negative 0 0.0%
\Very negative 0 0.0%
Total 147 100%

8.2 Based on your experience, which suggestions twbyou make to improve the program?

Procedural Aspects

Answer

Nr

Simplify documentation/make it clearer

33

Shorten time lags

Better promotion and information on the program

Loosen/correct bids requirement

Online application

Networking with firms before and after

Improve transparency

Larger list of consultants (also foreign)

Simplify procedures for small businesses companieg good reputation

No Suggestions

~N N INININ W W~

Eligible Services

Answer Nr

Sectoral/specialized training 48
International exhibitions/exchanges/networking 27
Sectoral services 11
Energy efficiency 10
Infrastructure project assistance 2
Promotions 1
Property management system 1
Renewal of certifications 1
Requalification studies 1
Taxation advice 1
No Suggestions 52

8.3 If the CEP-MGF program were to be_renewed in itpresent formatin the future, would you be interested in particiating

again?

Answer Number share
Definitely yes 86 58.5%
Probably yes 52 35.4%
Don’t know 9 6.1%
Probably no 0 0.0%
Definitely no 0 0.0%
Total 147 100%
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8.4 In case you are definitely or probably interestd in participating again, for which type of activity/project would you like to

receive support?

Answer Number share

Quality Certification 38 27.5%
BAS 65 47 1%
Both 21 15.2%
Missing 14 10.1%
Total 138 100%

And in particular (when more precise answers were ovided)

Certifications:

IAnswer

Number

ISO 22000

11

ISO 9001

ISO 14001

ISO 18001

HACCP

FSSC 22000

ISO 27001

ISO 16949

OHSAS 18001

plelp sl slofco

BAS:

Answer

Number|

market study/marketing plan 24

training

23

business plan

17

new products/services/rebranding 11

information system

11

management system

investment plan/development plan 4

reorganization

8.5 In case the CEP-MGF was modified, with a_reduadn of the co-financingfrom the current 50%, would you still be

interested in participating?

Co-financing reduced to 40% of total eligible expeses

Answer Number share

Definitely yes 40 27.2%
Probably yes 85 57.8%
Don't know 14 9.5%
Probably no 7 4.8%
Definitely no 1 0.7%
Total 147 100%

Co-financing reduced to 30% of total eligible expeses

Answer Number share

Definitely yes 9 6.1%
Probably yes 70 47.6%
Don’t know 39 26.5%
Probably no 24 16.3%
Definitely no 5 3.4%
Total 147 100%
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Co-financing reduced to 20% of total eligible expeses

Answer Number share

Definitely yes 7 4.8%
Probably yes 12 8.2%
Don't know 53 36.1%
Probably no 53 36.1%
Definitely no 22 15.0%
Total 147 100%
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ANNEX G — ENTERPRISE SURVEY - LOC BENEFICIARY SURVEY RESULTS

1 Background Information

1.1 In which year was your firm established?

Answer Nr Share

<1990 3 5.3%

1990-2000 22 38.6%

2001-2005 27 47.4%

2006-2010 5 8.8%

Total 57 100.0%

1.2 What is the legal form of your firm?

Answer Nr Share

intreprinderi individuale 0 0.0%

Soc in hume colectiv/ Soc in comandita 0 0.0%

Limited Liability Company 47 82.5%

Corporation 10 17.5%

Other 0 0.0%

Total 57 100.00%

1.3 What is the ownership structure of your firm?

Answer Nr Share
Fully private — Moldovan owners only 48 84.2%
Fully private — Joint venture with minority foreign participation 4 7.0%
Fully private — Joint venture with majority foreign participation 5 8.8%
Fully private — Fully foreign owned 0 0.0%
Partly private — Public participation (from national and/or local

government entities) 0.0%
Total 57 100.0%

1.4 Where is your firm located? In case of multipldocations, please indicate where the head office located

Answer Nr Share

Chisinau 30 52.6%
North 5 8.8%
Center 15 26.3%
South 6 10.5%
Gagauzia 1 1.8%
Total 57 100.0%

1.5 What is your main activity/line of business?

Answer Number share

Agriculture 5 8.8%
Food Industry 13 22.8%
\Wine and Beverage 10 17.5%
Other industries 10 17.5%
Construction 2 3.5%
Transport & tourism 8 14.0%
Trade 9 15.8%
Total 57 100.0%




1.6 We understand that your firm has received fundig under the CEP-LOC as indicated below. Is this aoect?

Number of loans

Answer Number Share

1 loan 42 73.68%
2 loans 14 24.56%
3 loans 1 1.75%
Total 57 100.00%
Purpose of the Loan

Answer Number share
\Working Capital 38 66.67%
Investment 12 21.05%
Both 7 12.28%
Total 57 100.00%
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2 Participation in CEP-LOC and Procedural Aspects

2.1 How did you learn about the opportunity of obténing financing under the CEP-LOC?

Answer Number share
Informed by my bank 44 77.2%
Informed by another bank 4 7.0%
Participated in meeting 2 3.5%
Heard from other firms 5 8.8%
Other 2 3.5%
Total 57 100.0%
Other

Answer Number

Informed by the CCI 1

Through the internet 1

2.2 Did you get the CEP-LOC financing through yourtraditional’ bank or through another bank?

Answer Number Share

Traditional bank 50 87.7%
Other bank 7 12.3%
Total 57 100.0%

2.3 What were the main motives for seeking financtpunder the CEP-LOC?

Answer

Favourable Conditions of the loan

Need for liquidity

Modernization of plant/machineries/production

Develop/expand business

Free internal resources

Other

2.4 What is the_singlemost important advantage of the loan(s) under th€EP-LOC?

Answer Number share

Size 1 1.8%
Duration 4 7.0%
Interest rate 51 89.5%
Foreign currency 1 1.8%
Other 0 0.0%
Total 57 100.00%
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2.5 How easy or difficult were the procedures for lotaining financing under the CEP-LOC? Please indicte to
which extent you agree with the following statemest

Statement Sggrneg;y Agree|Neither|Disagreq Strongly disagreg Total
The information initially provided by the bank 19 32 6 0 0

about the CEP-LOC was clear and 57
The loan application and supporting 6 27 13 10 1
documentation (financial accounts, business pla 57
etc.) to be supplied to the bank was simple 10.5% 47.4%22.8%| 17.5% 1.8%

The documentation about the utilization of the 6 31 13 5 2

financing (quotations from suppliers, invoices, 57
The time elapsed between the loan application 4 18 17 16 2 57
and the approval of the loan was short 7.0% 31.69%29.8%| 28.1% 3.5%

The time elapsed between the approval of the 28 21 4 4 0

loan and actual disbursement of the money was 57
short 49.1% | 36.8% 7.0% | 7.0% 0.0%

The personnel of the bank were helpful and 32 23 2 0 0 57
ready to assist 56.1% | 40.49% 3.5% | 0.0% 0.0%

2.6 In case you received more than one loan unddre CEP-LOC, were there differences in procedural gsects?
(e.g. things became simpler or more complex overti@). Please provide you comments

Answer Number
no difference/intrinsecal differences due to the fye of loan 7
things became easier in time 5
can't say 1
Missing 2
Total 15

2.7 After receiving the loan(s), have you receivea monitoring visit from the Credit Line Directorate ?

Answer Number share

No 31 54.4%
Yes 26 45.6%
Total 147 100%

2.8 If yes, how easy or difficult was the interactin with the Credit Line Directorate?

Answer Number
Interaction was easy/useful/productive 26
Total 26

2.9 Overall, how would you rate your experience wit procedural aspectdor obtaining financing under the CEP-
LOC?

Answer Number share

Very positive 5 8.8%
Positive 45 79.0%
Neutral 5 8.8%
Negative 2 3.5%
Very negative 0 0.0%
Total 147 100%

100



3 Use of Bank Loans and Importance of the CEP-LOC iRancing

3.1 In the three yearspreceding your application for financing under CERLOC, did you get one or more bank

loan?

Answer Number share

No 10 17.5%
Yes 47 82.5%
Total 147 100%

3.2 If Yes, what types of bank loan(s) did you get?

Answer Number share

\Working Capital 14 29.8%

Investment 7 14.9%

Both 26 55.3%

Total 147 100%

3.3 If No, why?

Answer Number share

\We had no need of getting a bank loan, as we couidance our activities with own

means 6 10.5%
\We considered the procedures for getting a bank laatoo complex 1 1.8%
\We considered the conditions offered by banks inadgate to our needs and/or

possibilities 3 5.3%
Other 0 0.0%
Total 10 100%

3.4 We understand that the loan(s) obtained underhe CEP-LOC were used for working capital and/or
investment financing purposes as indicated below.r& we correct?

Answer Number share

\Working Capital 38 66.67%
Investment 12 21.05%
Both 7 12.28%
Total 57 100.00%

3.5 Were the activities to be financed with the lags) obtained under CEP-LOC implemented as plannedWhat
is the status of implementation?

o . Activities not yet|
Activities fully : IS St.'" CTeles implemented or
Type of loan imolemented implementation but at o oTotal
P fairly advanced stage | . g
implementation
) S _ 42 1 2
\Working capital financing 45
93.3% 2.2% 4.4%
) ) 15 2 2
Investment financing 19
79.0% 10.5% 10.5%
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3.6 Did you also receive support under the CEP Maling Grant Facility (MGF) in the form of co-financing of
consulting services for Quality Certifications anddr Business Advisory?

Answer Number share

No 41 71.9%
Yes 16 28.1%
Total 147 100%

3.7 If yes, were there synergies between the twafies of support obtained under the CEP? Please proge details

Answer [Number
Yes 6
Indirect 2
No 8
Total 16

3.8 If you hadn'’t received the loan(s) under the CE-LOC, would you have been able to carry out the_sae
activities financed with working capital?

Answer Number share

Definitely yes 5 11.1%
Probably yes 23 51.1%
Don’t know 5 11.1%
Probably no 9 20.0%
Definitely no 3 6.7%
Total 45 100.0%

3.9 If ‘Definitely yes’ or ‘Probably yes’, how would you have financed the same activities? In case mcthan one
source of financing could have been used, pleaselicate the_main one

Answer Number share

\With own (Internal) funds 2 7.1%
\With other loans from banks 26 92.9%
\With other loans from other sources (e.g. family,riends, etc.) 0 0.0%
other sources of financing 0 0.0%
Total 28 100.0%

3.10 If you hadn't received the loan(s) under the EP-LOC, would you have been able to make the_same

investment(sy

Answer Number share
Definitely yes 5 26.3%
Probably yes 4 21.1%
Don’t know 2 10.5%
Probably no 7 36.8%
Definitely no 1 5.3%
Total 19 100.0%

3.11 If ‘Definitely yes’ or ‘Probably yes’, how woud you have financed the same activities? In caseame than

one source of financing could have been used, pleasdicate the_main one

Answer Number share

\With own (Internal) funds 0 0.0%
\With other loans from banks 9 100%
\With other loans from other sources (e.g. family,riends, etc.) 0 0.0%
other sources of financing 0 0.0%
Total 9 100.0%




4 Impact of the Financing Received under the CEP-LQ

4.1 What has been the influence of the financing tdined under the CEP-LOC on the activities of yourfirm? In
particular, to what extent the financing contributed to ...

Aspects of business activity ToEl | e e [T & e Not at all | Total
extent extent extent

... expand production capacity, with the ability 14 24 10 9 57
to increase the volume of activity 24.6% 42.1% 17.5% 15.8%

... modernize the equipment and/or facilities, 14 4 5 34

with an improvement in the technical efficiency| 57
of operations 24.6% 7.0% 8.8% 59.6%

... improve the composition of the product mix, 7 8 13 29

with a shift towards higher value added 57
products g 12.3% 14.0% 22.8% 50.9%

... diversify sales, with the entry into new 13 18 16 10 57
markets/market segments 22.8% 31.6% 28.1% 17.5%

... purchase raw materials or other goods in 33 11 4 9

larger quantity and/or at the most appropriate 57
ihol i PRIOP 57.9% | 19.3% 7.0% 15.8%

... provide better payment terms to our 26 16 10 5

suppliers, with a reduction in delays in 57
pa‘;,‘r)nem y 456% | 281% | 17.5% 8.8%

... offer better payment terms to our customers 9 21 14 13 57
with a lengthening of payment periods 15.8% 36.8% 24.6% 22.8%

4.2 Was there any other notable influence on the rsicture and/or operations of your firm as a resultof the
financing obtained under CEP-LOC? If yes, please mvide details

Answer Number
No other influence 44
Miscellaneous answers 13

4.3 How has your business evolved between ... (i.eetyear in which you received the (first) loan undethe CEP-
LOC) and 2012? In particular could you tell us thevalue of turnover, employment and export sales botin ....

and in 20127

Turnover (MDL million) Year Application 2012
Average 55.2 65.5
Median 27.6 31.7
Minimum 1.1 1.1
Max 595.0 700.0
Employment Year Application 2012
Average 103.3 112.0
Median 44.0 54.0
Minimum 4.0 5.0
Max 800.0 865.0
Exports (MDL million) Year Application 2012
Average 25.2 31.8
Median 6.5 7.0
Minimum 0.0 0.0
Max 134.0 227 .4
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4.4 To what extent the financing obtained from CER-OC contributed to the increase (or helped in slowig
down the decline) in turnover, employment or exporsales?

Aspects of business activity Teehh | T sme | i Not at all N,A/ Missing | Total
extent extent extent can't say
12 12 17 9 6 1
Turnover 57
21.1% 21.1% 29.8% 15.8% 10.5% 1.8%
Employment 12 o 12 22 2 0 57
ploy 21.1% 15.8% 21.1% 38.6% 3.5% 0.0%
9 9 16 12 11 0
Export 57
15.8% 15.8% 28.1% 21.1% 19.3% 0.0%

4.5 In case the financing obtained from CEP-LOC had direct and measurable impact on employment, codil
you please provide details and indicate the numbenf jobs that were ‘created’ or ‘saved’?

Answer

Nr

1-5 jobs

1

6-10 jobs

11-20 jobs

21- 50 jobs

The number of employees increased

Seasonal/temporary jobs were created

Indirect impact

Rlo|R|N RN

(No influence)

@

(2]
—

4.6 Has the geographical composition of your expogales changed between .... i.e. the year in whichuyo
received the (first) loan from CEP-LOC and 2012 (. more exports to EU countries and fewer to Russja

Answer

Nr

Share

Geographical Composition Changed

18

61.4%

No Change in geographical composition

35

31.6%

NA

4

7%

Total

147

100%

Answer

P
<

EU

CSl

Asia

USA

Middle East

Australia

Africa

RlRrRrR W s~

4.7 If there have been changes in the geographicamposition of your export sales, to what extent &y are

linked to the financing that you received under theCEP-LOC? Please explain

Answer Nr
Yes 8
Partially 3
Indirect 1
No 6
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4.8 Overall, how would you rate the impact of theifiancing from CEP-LOC on the performance of your fim?

Answer Number share

\VVery positive 9 15.8%
Positive 46 80.7%
Neutral 2 3.5%
Negative 0 0.0%
\VVery negative 0 0.0%
Total 147 100%

4.09 At present, what is the share of total bank fiancing accounted for by the loan(s) received undehe CEP-

LOC?

Answer Number share
0% 2 3.5%
1-9% 9 15.8%
10-19% 10 17.5%
20-29% 3 5.3%
30-39% 4 7.0%
40-49% 3 5.3%
50-59% 8 14.0%
60-69% 3 5.3%
70-79% 1 1.8%
80-89% 1 1.8%
90-99% 0 0.0%
100% 13 22.8%
Total 147 100%
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5 Comparison with Other International Credit Lines

5.1 Over the last_three yearsdid your firm receive any financing from any othe international credit line
supporting the development of Moldovan enterprises®e.g. RISP credit line, MCC credit line, etc.)

Answer Number share

No 39 68.4%
Yes 18 31.6%
Total 147 100%

5.2 If yes, from which credit line(s) did you receie financing?

Answer Number
IFAD 6
EBRD

RISP

MOSSEF

EIB — Wine Supply Chain
Others

WININ| B>

5.3 Could you compare the features of the CEP-LOMAns with those of the loans received from the otheredit
line? In case you have financing received financinfjom more than one credit line, please make referee to the

one from which you most recently received financing

Better TE)ZLV\S/O Better the] Cannot
Feature of the Programs CEP- other |compare/No] Total
were e ;
LOC o credit line| applicable
similar

Size of the loan 8 2 8 0 18
Duration of the loan 8 3 7 0 18
Interest rate of the loan 10 6 2 0 18
Possibility of getting funding in various currencies (€, US$, 4 14 0 0 18
MDL)
Documentation to be provided to justify the selectin of 2 8 7 1 18
suppliers
Other documentation to be provided at the applicatbn 3 11 4 0 18
stage
Time elapsed between the loan application and the 3 6 9 0 18
approval of the loan
Time elapsed between the approval of the loan andtual

. 10 6 2 0 18
disbursement of the money
Assistance provided by the bank personnel 3 14 1 0 18

5.4 Are there other aspects regarding the comparisobetween CEP-LOC and the other credit line on whie you

would like to comment?

Answer Number
IFAD reimbursement is twice per year 6
FMO provides higher amounts of WC and interest ratds fixed 4
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5.5 Overall, how would you rate the features of CEROC compared with those of the other credit line?

Answer Number share

\VVery positive 2 11.1%
Positive 9 50.0%
Neutral 5 27.8%
Negative 2 11.1%
\VVery negative 0 0.0%
Total 18 100.0%

107



6 Summary Assessment and Prospects

6.1 Overall, how would you rate your experience wit the CEP-LOC?

Answer Number share

\Very positive 14 24.56%
Positive 42 73.68%
Neutral 1 1.75%
Negative 0 0.0%
\Very negative 0 0.0%
Total 57 100.0%

6.2 Based on your experience, which suggestions tbyou make to improve the program?

Procedural Aspects

Answer Nr

Simplify documentation/bureaucracy/procedures 20

Reduce time for approval

More information/more transparency

Other

No Suggestions 22

Nature of the loans

Answer Nr

[N
(ee]

Lower/Fixed Interest Rate

Increase duration

Increase size

Introduce grant element

Reduce collateral

Other

OO0 o|N

No Suggestions 1

6.3 If the CEP-LOC program were to be_renewed in & present formatin the future, would you be interested in
participating again?

Answer Number share

Definitely yes 29 50.9%
Probably yes 25 43.9%
Don't know 3 5.3%
Probably no 0 0.0%
Definitely no 0 0.0%
Total 57 100.0%

6.4 In case you are definitely or probably interestd in participating again, for which purpose wouldyou like to
receive financing (e.g. working capital, investmenin fixed assets, etc.)?

Answer Number share
\Working Capital 23 42.6%
Investment 15 27.8%
Both 16 29.6%
Total 54 100%

6.5 In case the CEP-LOC was modified with the intrduction of the following changes, would you still &
interested in participating?
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Simplification of documentation to justify the seletion of suppliers AND increase of the interest rag by 1
percentage point (for loans in EURO)

Answer Number share

Definitely yes 7 12.28%
Probably yes 21 36.84%
Don’t know 16 28.07%
Probably no 13 22.81%
Definitely no 0 0.0%
Total 57 100.0%

Simplification of documentation to justify the seletion of suppliers AND increase of the interest rat by 2
percentage points (for loans in EURO)

Answer Number share

Definitely yes 1 1.75%
Probably yes 7 12.28%
Don’t know 8 14.04%
Probably no 27 47.37%
Definitely no 14 24.56%
Total 57 100.0%

Simplification of documentation to justify the seletion of suppliers AND increase of the interest ra by 3
percentage points (for loans in EURO)

Answer Number share

Definitely yes 0 0.0%
Probably yes 1 1.75%
Don't know 4 7.02%
Probably no 13 22.81%
Definitely no 39 68.42%
Total 57 100.0%
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