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CHAPTER 2.

TRANSITION. PROFILE OF HUMAN
SECURITY IN MOLDOVA

2.1. Economic Reforms:
Expectations and Realities

The aim of any reform is to make a
change for the better. The reforms im-
plemented in the transition countries are
entirely directed towards improving the
living standards of the population. Un-
fortunately, this has not taken place yet.

The Human Development Index
(HDI) for the Republic of Moldova shows
a negative trend during the transition
period (Table 2.1.1).

Table 2.1.1.

Trend of HDI in the Republic of Moldova

Years Indices Indices Indices Indicele
Life Access to Welfare HDPI

expectancy  education

1993 0,708 0,881 0,564 0,718

1994 0,685 0,877 0,566 0,709

1995 0,680 0,880 0,508 0,689

1996 0,695 0,882 0,510 0,696

1997 0,693 0,886 0,517 0,699

1998 0,700 0,887 0,503 0,697

Source: Human Development Reports of the Republic of Moldova,

1995-1998; DSAS.
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In the1990s the trend of the HDI of
the Republic of Moldova has been nega-
tive, particularly as a result of the worsen-
ing of the Life Expectancy Index and of
the Welfare Index. Decreasing GDP per
capita has had a particularly strong nega-
tive impact on the overall trend of the HDI.
However, taking into account the cumu-
lative effect of poverty, which reached
about 50% of the country’s population,
one could expect that, in the future, the
two other components of HDI will also
have a negative influence on its value.

In the framework of the Human De-
velopment Reports, the UNDP consid-
ers low human development to correspond

to values of the HDI below 0.500. Un-
fortunately, below that threshold live about
1/3 of the world population. HDI levels
above 0.500 are defined as “medium hu-
man development”.

Between 1990 and 1995, the ranking
of the Republic of Moldova on the HDI
has fallen from 64 to 113. This has in
large measure been a consequence of the
reforms of the state, society and econo-
my that took place in the country, start-
ing at the beginning of the 1990s.

The first steps of the reforms in the
economy were: liberalization of prices, com-
merce and enterprise operations, adoption
of the first set of laws oriented towards a
market economy (laws regarding owner-
ship, privatization, Land Code, etc.), pen-
etration into new markets. The first legal
documents that formed the basis of the
changes in the national economy were: the
resolution of Parliament “Regarding the
concept of transition to market economy”
(1990) and the “Program of transition to
market economy in Moldova” (1991).

However, the main events took place
after 1993, when in collaboration with the
IMF and World Bank the first real pro-
gram of stabilization of the Moldovan
economy was worked out. It was targeted
towards two objectives. The first related
to improving the environment and in-
centives for business: macroeconomic sta-
bility, price and trade liberalization, set-
ting up a credible regulatory environment
and progress in transfer of assets from the
public to the private sector. The second
was the establishment of a dynamic fi-
nancial sector (banking system, budget
system), capable of withstanding the pres-
sures of the transition period.

Thus, the main emphasis was put, in
the framework of the neo-liberal model,
on macroeconomic, financial stabiliza-
tion. The first successes — reduction of
inflation, stable currency, mass privatisa-
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tion — induced hope, and it was this hope
that was at the basis of “The Econo-
mist” magazine’s remark that: “Moldova
is a model of correct reform, and the fact
that it is a small country, transforms it
into a perfect laboratory for running re-
forms” (March 1995).

But the miracle did not happen. The
promises to carry out quickly economic
transformations and to create “people’s
capitalism”, based upon tough actions in
the financial sector, voucher privatization
and the system of investment funds,
proved to be illusory.

As is by now well known, a few re-
forms, no matter how well intentioned,
cannot be expected to create a market
economy where none existed before: a
market economy is a far more complex
set of inter-related institutions, both for-
mal and informal, and it takes far longer
to develop, than was earlier thought. In
addition to this, the economy of Moldo-
va was heavily dependent, at the begin-
ning of the 1990s, on exports to the econ-
omies of the FSU, and was correspond-
ingly vulnerable to unfavourable devel-
opments in those economies. Soon it be-
came clear that establishing a well-func-
tioning market economy is not just an
important notion, but is crucial as a fac-
tor of increasing households’ standard of
living and to ensure a basis for sustaina-
ble and democratic development, in com-
pliance with principles of equity. In
Moldova, as in other transition countries,
economic stagnation followed the reforms,
and as GDP fell by half, the skewed dis-
tribution of income (measured by the Gini
coefficient) increased twofold.

In social and economic terms, the
year 1998 was for the Republic of Moldova
a year of disappointment. It became clear
both to the Government and to the pop-
ulation that the “big leap” in implement-
ing the reforms did not take place. Grad-
ually during the years of transition there
was an accumulation of structural dise-
quilibria, internal and external debts,
deepening of the budget crisis and re-
duction of export earnings. The social sit-
uation worsened sharply. After August
1998 the Russian financial crisis became

Fig. 2.1.1.
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a catalyst for negative internal processes.

The official statistics registered, in
1998, falls of 8.6% in real GDP and 11%
in both industrial and agricultural out-
put. Thus, the first round of reform —
from the crisis of 1991/92 to the crisis of
1998 — was completed but with depress-
ing results. In accordance with the UNDP
evaluations (1998) about 90% of the pop-
ulation of Moldova have incomes of less
than US$ 2 per day, while the ratio of
the incomes of the 20% richest over those
of the 20% poorest groups of population
is 12.6 (against 7.0 in 1993).

CISR investigations show that the
country’s population indicated the prob-
lem of ,,human insecurity” as one of the
sharpest, particularly outlining such of its
components as economic security, threats
to health and personal security (box 2.1.1).

Box 2.1.1

Opinion of the population regarding the human security

To what extent are you assured...

Economic security 69
Food security 39
Health security 65
Ecologic security 59
Personal security 64

Public security 59

Political security 38

24

35
714
44
12
4%
13

0% 20% 40%

Not assured at all To some extent

60%
Completely

100%

No answer

Source: Opinion poll held by the Centre

Jfor Strategic Studies and Reforms (April 1999)
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A retrospective analysis of seven years
of transition attests to a deep worsening of
all parameters of the quality of life. The
social sector is not able to provide ade-
quate protection against social risks. The
situation registered at the end of 1998
confirms that activities in the social sphere
are inconsistent and have a low efficien-
cy. The reality of the transition has been
quite different from what was envisaged
during the ‘romantic’ stage of the reform
period, which overestimated the speed and
underestimated the costs of transition. The
fall in GDP, accompanied by a tough
monetary policy, has entailed significant
social costs, which was rising during this
period. Their adverse impact has been felt
by the whole society, but it was (and will
continue to be) especially painful for the
elderly, the disabled, families with many
dependent children and other vulnerable
groups. In this sense the burden of the
economic reform is borne by the people
with low incomes, who in fact are in great-
er need of social protection. Consequently
vulnerability and dependence are grow-
ing. This fact is confirmed also by the
opinion poll made recently by INSOC-
Market, which indicates that only 5% of
the population has benefited from the
reforms, while about 70% of the respond-
ents said that their living standards have
deteriorated.

The social implications of reform have
a spillover effect onto all components of
the quality of life, deepening social polari-

Box 2.1.2.

Income Disparities in Moldova , 1998
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zation. Massive liberalization of economic
activity at the early stages of reform, ac-
companied by widespread hidden unem-
ployment and salary debts, has consider-
ably decreased people’s real income. Ac-
cording to some estimations the magni-
tude of this fall was of approximately 70
percent. As a result poverty has been grow-
ing significantly, which leads to a deeper
social inequality. The Gini coefficient,
which measures the dispersion of income
distribution, increased from 0.34 in 1990
to 0.61 in the first half of 1998 (in com-
parison, Western countries have Gini
coefficients of about 0.35; in Poland,
Hungary and the Czech Republic they
are about 0.43).

As a consequence of this process, in-
come inequality is increasing in Moldova.
According to household budget survey
data, by the end of 1998 the total income
received by the richest 20 percent of the
population was 12.6 times the income re-
ceived by the poorest 20 percent, which
compares with a figure of 12.25 three years
ago. Today the richest one-fifth of the
population receives roughly half of the
total disposable income, while the poor-
est one-fifth has only 3.4%. People with
middle income, who form the main share
(3/5) of the population, receive about 48%
of the total disposable income. This is a
clear indication that the middle class in
Moldova is still too fragile to offset the
social costs of reform.

The reduction in purchasing power
led to a substantial shrinkage of individu-
al consumption. From a society with a
scarcity of consumption goods on the
market Moldova has become a society
with low individual consumption. All
components of consumption decreased
(foodstuffs, durable goods, and services).
However, the most significant fall was
registered in basic foodstuffs, namely
meat, with minus 57%, milk, with mi-
nus 49%, and fish with minus 84%. Con-
sumption is now close to critical limits,
threatening people’s normal development
as human beings.

Malnutrition today affects not only
people with low incomes, but partially also
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those with middle incomes who are em-
ployed in the budget sphere (teachers,
public servants, medical workers), due to
frequent delays in paying wages. The im-
plicit effect of malnutrition has been felt
in demographic aspects and the state of
the population’s health. By comparison
with 1990, the general death rate has in-
creased by 15% while the birth rate has
dropped by 38%. In 1998 for the first time
in Moldova the death rate has exceeded
the birth rate. Consequently the rate of
natural increase of the population has
become negative (-0.2 per thousand). This
could have a long-term impact on de-
population in Moldova. Complementa-
rily, morbidity, which remains high due
to widespread chronic diseases, such as
black lung, digestion pathologies, tu-
mours, and cardio-vascular diseases, could
exert a great impact on further human
development in Moldova. As a result the
demographic dependency ratio is rising
which could become a serious hindrance
for economic reforms. Now at 0.77 (or
77 children and elder people to 100 per-
sons able to work), this indicator has far
exceeded the critical limit of 0.31.

In the conditions of massive pauper-
ization of the population there is a ten-
dency to maintain implicit subsidies of
social services through indemnities and
compensations. In 1998 the cost of these
social privileges was at about 800 million
lei, i.e. around 8% of GDP. The lack of
a mechanism to nominally grant of so-
cial benefits has led to the fact that about
one third of them have been directed to-
wards the average and high-income stra-
ta of the population. This is a good rea-
son to argue that income transfers should
be better targeted and provided on the
basis of means testing. Thus the poor still
remain the most vulnerable point in the
social assistance system.

Universal coverage and unclear eli-
gibility criteria have been generating an
explosive increase of social cost, which
constituted a heavy burden for the econ-
omy. During the 1990s the share of so-
cial expenditures increased by 35%, until
it represented, in 1998, 1/5 of the GDP.

Box 2.1.3.

Discrepancies in social finance

Required
minimum

Real financial
allocations

15% , /

1992

Source: CISR calculation based on MoF data

1998 est.

44%

Economic recession accompanied by the
fiscal crisis has been eroding resource in-
flows into the social sector, significantly
undermining the sustainability of social
finance. Misallocation of resources in
concert with low rates of collection has
widened the discrepancy between social
commitments and financial possibilities.
From 15% in 1990, the gap between real
allocation of financial resources and the
minimal required level reached 44% in
1998. Delays in paying wages, pensions,
indemnities and other social benefits be-
came chronic. This is a sign that the via-
bility of social finance is on the edge of a
Crisis.

Main lessons. The year 1998 has once
more proved the rule that when reforms
are procrastinated social costs increase and
people’s belief in the reform process weak-
ens. In the social sphere the pace of re-
forms was too slow and attempts to make
some changes were done in a shallow and
controversial manner. An exception is the
legal framework, where several important
laws have been approved. We can men-
tion here the Law on Mandatory Health
Care Insurance (27 Feb.); Law on State
Pension Insurance (14 Oct.) and Law on
Minimum Medical Services provided by
State (1999 Feb. 3). Other draft laws have
passed the 1st and 2nd readings in the
Parliament, waiting for the final stage
(Law on Non-State Pension Funds, and
Law on Social Insurance). Attempts to
pay off pension/salary arrears have failed
due to a lack of consistency in promoting
social reform.

27



National Human Development Report

Government institutions have been con-
cerned mainly with current issues, acting
as a fire-fighting brigade. Time, money,
and efforts have been spent on taking ad-
hoc measures, which had insignificant and
temporary results.

The institutional network for implemen-
tation of the new laws is not yet settled. In
reality a huge gap can be seen between
the new legal framework and outdated
social security institutions. Consequent-
ly, pension, health care and other sector
reforms are taking place slowly.

Public social arrangements are too
costly and badly targeted. Maintaining the
implicit nature of social expenditures, as well
as the broad range of social privileges, could
undermine the fate of social reform. Des-
perate actions undertaken to fit expendi-
tures with the revenues did not have a
positive effect. Three times during 1998
the social fund budget was revised with a
view to reducing either of its sides, but
the result was insignificant. By the end of

the year, pension arrangements were paid
at 60% of their initial rate.

Family allowances and compensations
for public utilities are too diffuse and pro-
vided in a manner close to universal cov-
erage. The subsidy of electricity and ther-
mal energy tariffs is the most vulnerable
point in the social safety schemes. Such
subsidies captured nearly 20% of the pub-
lic budget revenues, and are convenient
only for the companies which produce/
deliver energy resources. Phasing out the
subsidies could, however, face strong in-
stitutional constraints, making this a po-
litically sensitive issue.

The administrative capacity of social
institutions is too weak, and this could be
a serious impediment to the implemen-
tation of reform proposals. Besides, a lack
of publicity about the aims and scope of
social reform has strengthened opponents’
positions and intensified rumours, which
have had a negative impact on the suc-
cess of the reform.

Box 2.1.2.

Initial Stage of Reforms: Imitation or Mistakes?

Eight years of intentions, efforts and actions direct-
ing the economy towards market relations have not yet
brought perceivable results in the sense of ensuring eco-
nomic and social stability. Reforms that were started
and partially implemented can not yet put in motion
the mechanisms and driving force of the new forms of
economic organization and development, based upon
principles of the market economy. Privatization, which
is considered an axis of economic reforms, has not
brought the expected result, especially in the real sector
of the economy and in the sphere of material goods
production. Patrimonial vouchers have not become, as
expected, circulating securities.

The stability of the national currency, a considerable
reduction in inflation, the establishment of a securities
market did not bring an inflow of foreign investments in
a volume that could have consolidated the situation in
the real economy. The FDI per capita is one of the
lowest in Europe. Moreover, efforts of macroeconomic
stabilization have in fact generated a continuous decline
of production in the real sector of the economy, a wid-
ening budget deficit and a considerable worsening of
social indicators.

Source: Acceleration and deepening of the reforms - a unique path towards overcoming the crisis. Government
declaration. Newspaper “Nezavisimaya Moldova”, July 1999.

Macroeconomic conditions in Moldova are charac-
terized by a critical contraction (by about 60%) of the
GDP from the moment of declaration of independence.
As a result of the negative evolution of events, poverty
has become the problem number one, and the level of
per capita income situates Moldova among the poorest
countries in Europe.

Social stratification caused by the different level of
households’ income looks inevitable in a society that
encourages private initiative and the spirit of entrepre-
neurship. But the access to power of those groups that
by illegal means have acquired the initial capital obvi-
ously puts in danger the chances of economic prosperity
for the majority of our citizens. The social market econ-
omy remains a good wish, without being backed by the
state’s real income. Poverty already accounts for 80%
of the country’s population, and the standard of living
has fallen down to the line of basic vital needs.

At present we still have the choice: to continue fur-
ther to fall slowly but firmly, or to undergo thorough,
deep, complex and radical changes, which could bring
the long awaited liberty and prosperity.

The possibility for change is still real.
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2.2. Human Security
in Moldova:
Macroeconomic and Social
Parameters

Each state should have as a priority
guaranteeing human security. State au-
thority is based on the extent to which it
is able to provide the population of the
country with decent living conditions and
personal development, socio-economic
and political stability, and to oppose both
internal and external threats.

Ordinary people, the population of
the country, perceive the notions of “hu-
man security” and “economic security of
the state” somewhat abstractly and out of
context. However, such negative occur-
rences as poverty and unemployment, low
quality of education and health care, and
criminality spoil people’s everyday life.
This is why guaranteeing human security
is a key national priority and is the state’s
exclusive responsibility.

During the transition period the prob-
lem of human security in the concrete
conditions of the Republic of Moldova
appears both at the macro level (coun-
try), and at the micro level (household,
family). The crisis put on first place the
need to have a stable national economy,
which would guarantee decent living con-
ditions for the population, protect pri-
vate property, promote entrepreneurship
and suppress the factors of economic
destabilization (such as criminalization of
the economy, socially dangerous income
distribution inequalities, etc.). The state
needs to exercise rigorous control over
the external debt and national resources,
and to improve national competitiveness
at the regional and global level.

Particularly important is the capacity
of the society to develop itself on the ba-
sis of its scientific, technical and spiritual
potential, and the capacity to attract in-
vestment, technology and new ideas.

If we assess the current situation of
the Republic of Moldova from this point
of view, we may conclude that, although
the changes leading to a market econo-
my have become irreversible, the society

has not yet overcome the stage of deep
social and political crisis so as to be able
to develop itself with confidence and se-
curity. The middle strata of the popula-
tion — the one that ensures the social
stability of a country — has not been
formed yet, while legislative, executive and
judiciary bodies have not delimited their
responsibilities yet and are not perform-
ing their duties coherently, so that their
image as guarantors of democratic trans-
formations may be perceived correctly by
the entire society.

During the transition the main threats
to human security arising from within the
economy of Moldova stem from the fol-
lowing processes:

the state’s reduced financial capac-
ity to choose a strategy of socio-eco-
nomic development and to implement
it effectively. The precarious situation
of the financial sector is due not so
much to the crisis of the large state
enterprises in industry and the agrar-
ian sector as to slow development of
the private sector;

the development of increasing eco-
nomic instability (dynamics of house-
hold incomes, volume of GDP, ex-
ports, etc.), related to a fall in the
share of the industrial sector and the
consequent increase of the share of
the agricultural sector, which depends
to a great extent on climatic condi-
tions and has limited possibilities to
use advanced technologies (fertiliz-
ers, chemicals, irrigation techniques,
etc.). The variability of climate, es-
pecially in the spring and autumn, has
a negative impact on agriculture. Dif-
ferent climatic conditions, such as
drought, frost, hail, etc. are causing
significant losses to the economy as a
whole. In the last two years (1997-
1998) these losses were estimated at
2.5-3% of GDP;

the low level of investment both in
the social sphere and in creating new
jobs. The state is not receiving the
considerable resources necessary to
resolve social problems.
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Although the share of social sphere
expenditures in the state budget is about
50% (see box 2.2.1), these funds are ob-
viously insufficient. Thus, the need for a
reform of the social sphere is very press-
ing.

Particular attention must be paid to
institutional threats, primarily the weak-
ness of the state in exercising its func-
tions of providing social support to the
population and of regulating the activi-
ties of economic units through legal pro-
tection and administrative regulation.

Guaranteeing human security is a
strategic problem, because it is based on
supreme national long-term interests. It
is not just a problem for the organs of the
state administration. It is crucial that this
be understood by political parties, public
organizations, and by all strata of the
population. Understanding the conso-
nance of personal, group and national
interests and formulating common actions
with a view to avoiding internal and ex-
ternal threats are extremely complex so-
cial and psychological processes, which
develop as a consequence of historical
tradition, political maturity and the con-

Box 2.2.1

Structure of State Budget Expenditures in the Republic

of Moldova, 1998

Others
21.7%
Capital
investments
6.8%

General state
services
4,8%

Public order and
national security
6,7%

Source: Ministry of Finance

Social
protection
11.9%

Health care
13.0%

Education
21.2%

State debt
servicing 13,9%
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fidence of the people in the institutions
of government.

The following two to three years will
probably be critical for the Republic of
Moldova. There are two possible scenar-
ios: either the crisis in the society and in
the economy becomes irreversible and
Moldova becomes a third-rate country,
peripheral and stagnant, or it succeeds in
overcoming the current situation and
manages, after the year 2000, to find its
own place in the economic and spiritual
space of Europe.

Regarding human security require-
ments in the Republic of Moldova, it is
possible to deduce certain criteria that
indicate the critical levels of the most
important indices of social and econom-
ic security. Their assessment takes into
account the need for:

a decent standard of living for the
population, and the possibility to im-
prove it;

an increase in economic produc-
tivity; the sustainability of the finan-
cial system, which determines the level
of the state budget deficit, through
the sustainability of the banking sys-
tem, level of internal and external
debt, deficit in the balance of pay-
ments, conditions for stimulating in-
vestment and a rationalization of the
structure of foreign trade;

the strengthening of the scientific
and cultural potential of the country;

the creation of legal, economic
and administrative conditions that
would reduce corruption and the size
of shadow economy, placing the so-
ciety out of danger;

the preservation of the economic-
territorial integrity of the country, ex-
cluding regional separatism and de-
veloping local self-administration so
as to use the territorial resources more
efficiently while respecting the gen-
eral interests of the state.



TRANSITION and HUMAN SECURITY

The Centre for Strategic Studies and
Reforms (CISR) assessed the state of hu-
man security in the Republic of Moldo-
va from two perspectives: macroeconomic
indicators (economic security of the state),

Table 2.2.1

Republic of Moldova: Macroeconomic Indicators
for Economic Security, 1998

Initial data for calculation of indicators

and social parameters. Tables 2.2.1 and Foreign debt USD 1.3 bn
2.2.2 present, for these indicators, both GDP MDL 9 bn
their current values and their critical lev- Foreign debt service USD 60 m
els. Public debt service USD 100 m
An attempt has also been made to Total expenditures of state budget MDL 2 bn
synthesize a group of key indicators and LB cpionts USD 0.7 bn
calculate an aggregate indicator (Prof. C. Imports U0 1
Zaman, CASE Expert, Romania/Poland). Indicators Current Value Critical level
The aggregate indicator takes into account 1. Foreign debt/GDP About 80% 65%
ten reference indices from the following 2. Foreign debt service/Exports 8.6% 5%
domains: demographic — death and birth 3. Public debt service/Total expenditures 25% 5-7%
rates, life expectancy, etc.; social — un- of state budget i
employment, the GDP share of social = $hree groups o m iz gOOdS/. .
. . otal imports (mineral products, including energy
expenditure (on health care, education, resources, equipment, chemical products). 57.8% 30-35%
etc.); social welfare of the population — 5. Three groups of exported goods / Total exports
the share of food costs in a household (food products, drinks, cigarettes) 54.8% 20-25%
budget, the number of calories consumed 6. Exports to one country / total exports 58.2% 25-30%
by an individual, etc; foreign economic 7. Imports from one country / total imports 28.5% 15-20%
. . 8. Exports/Imports 64% 95-100%
relations — foreign debt, the degree of %) [Dees OF GUSiHine @il
country dependency, the structure of in the country About 70% 100%
imports and exports; fiscal domain — the 10. Share of shadow economy 50-60% 15-20%
domestic debt, tax evasion, the relative
. L Source: DSAS, CISR estimations
weight of the shadow economy; institu-
Table 2.2.2
Republic of Moldova: Social Indicators of Human Security
1990 1998 Acceptable 1990 1998 Acceptabil
Life expectancy, years 68.5 67.0 Value of nutrition, kcal/day 2969 1980.3 2100
For women 71.8  70.7 Social polarization NA  12.6 5-8
For men 65 63.2 of population, times
Birth rate, per thousand 17.7 10.9 Gini coefficient 0.27 0.44 0.29-0.31
Total death rate, 9.7 11.9 7-g| Coefficient of demographic depend. 82 77 2p
per thousand Coefficient of social dependency 0.44  0.71  0.2-0.25
Natural increase, 8.0 02 Share of social expenditures, % 18.4 17 15
per thousand of GDP
Infant mortality, 19.0 17.8 10 Expenditure with health care, %  3.8* 5.9 8-9
per thousand of GDP
Fertility coefficient, 239 1.667 2.1 | Annual average health care N/A 114 210
number of births expenditures per person, lei
Net reproduction ratio, % 1126 781 100 Expenditure with education,%  7.8* 10 5-6
Official rate of N/A 2.0 46 | of GDP
unemployment, % Annual average expenditure N/A 1807 2460
Hidden unemployment, % N/A 9.4 4-6| perstudent, lei
Rate of employment 82.6 52 65-70 Expenditure with pensions, % 4.5* 7.4 10-1
of labour force, % of GDP
Share of foodstuff 345 679 25-30, Rate of salary replacement 404 335 33-35
expenditures, % by pension, %
*1992 N/A - data not available.
Source: DSAS, CISR estimations
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tional field — the degree of bureaucrati-
zation of the public administration, the
intensity of corruption.

Based on the actual level of each in-
dicator and comparing that with a unit
level of reference that would express a
normative value of the respective indica-
tor from the point of view of social and
economic security, we obtained the fol-
lowing aggregate indicator for the Repub-
lic of Moldova (see table 2.2.3).

As has been stated, the human secu-
rity of the country is ultimately reflected
in the indicators of social well-being of
the nation. All these indicators (living
standards, income inequality, degree to
which cultural requirements are met, re-
spect for personal rights and liberties,
crime rate, the dynamics of fertility, mor-
tality and population growth, life expect-
ancy) have reached and exceeded maxi-
mum acceptable limits. The problem of

Table 2.2.3

Calculation of the Aggregate Indicator of Human Security

in Moldova

Indicator Actual Reference
1. Demographic index 0.15 1
2. Unemployment 0.42 1
3. Social welfare of the population 0.2 1
4. Social expenditures 0.6 1
5. Foreign debt 0.21 1
6. Internal debt 0.25 1
7. Foreign trade 0.35 1
8. Tax evasion and shadow economy 0.56 1
9. Degree of bureaucratisation 0.5 1
of state administration

10. Intensity of corruption 0.1 1
Aggregate index of human security 3.34 10

(social and economic)
Methodological note:

® The calculation of the actual values of the indices of Moldova used
either a linear or a logarithmic scale.

® The reference unit value of each index does not correspond to an
ideal situation, but to a level considered desirable, taking into account
both the real possibilities of Moldova and a reference situation which
would express the normal functioning of a society.

® The aggregate level of the index corresponds to the sum of the
values of the ten indices used.
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Box 2.2.2

Poverty in Moldova
(% of population)

==Omm Absolute poverty
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Poverty caused by
insufficiency of food
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1997 Q2 1997 Q3 1997 Q4 1998 Q1 1998 Q2 1998 Q3 1998 Q4

Note: Absolute poverty line: 82.1 lei in
May 1997 prices Line of poverty cased
by insufficiency of food: 65.2 lei (at 2100
cal.) prices of May 1997

Source: calculus from Households Budget
Survey

poverty has now acquired a particular
sharpness (see box 2.2.2).

The aggregate indicator calculated
above shows that in the Republic of
Moldova an individual has a human (so-
cial and economic) security which is far
less than he/she should have in condi-
tions of a normal functioning of the eco-
nomic, social and political systems. It may
also be pointed out that the main respon-
sibility for that situation lies with the state,
since most of the indices used in the de-
termination of the value of this aggregate
indicator belong to the sphere of nation-
al economic policy.

The reality is such that it is impera-
tive for the state to implement a number
of measures of social policy aimed at de-
creasing and avoiding internal and exter-
nal threats to the social security of Moldo-
va. Actions in this field that need to be
implemented immediately include mon-
itoring and forecasting the basic factors
that threaten economic security, and de-
termining the thresholds for the indica-
tors of the social situation which, if ex-
ceeded, will require the implementation
of extraordinary measures of a legal, eco-
nomic and organizational nature.



