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ABSTRACT

The article considers the financial assistance of international financial institutions (the International
Monetary Fund and the World Bank) to Moldova in their partnership process. The relevance of the
study is determined by the objective need to use this financial assistance to solve urgent financial and
economic problems and implement an effective economic policy of Moldova. The purpose of the
article is to analyze the financial assistance of International Financial Institutions to Moldova to assess
the current state and prospects for developing their financial relations. The information base of the
research consists of theoretical and methodological scientific studies of foreign and Moldovan
economists devoted to the subject under consideration; information materials of official websites of
financial organizations.

It is shown that for the entire period of financial support of Moldova by the International Monetary
Fund, almost all special credit mechanisms have been implemented. Since 1993, the World Bank has
implemented and is financing 118 different projects (90 completed, 18 active and 7 under
development). Agriculture accounts for the largest number of projects financed by the bank. It is
revealed that the country's debt and overdue obligations to International Financial Institutions have
an upward trend, which is due to the crises and financial instability of 2008 and 2019. The
continuation of such a trend in the future may lead to certain financial and economic problems if the
financial assistance received does not lead to significant development of the Moldovan economy.

Keywords: International financial institutions, international finance, international financial assistance,
emerging markets, economic crisis.

Articolul releva asistenta financiara acordata de Institutiile financiare internationale (Fondul Monetar
International si Banca Mondiala) Moldovei in procesul de cooperare in calitatea lor de parteneri.
Relevanta studiului este determinata de necesitatea obiectiva de a utiliza aceasta asistenta pentru a
rezolva problemele financiare si economice stringente ale tdrii si a promova o politica economica
eficienta. Scopul articolului este de a analiza asistenta financiara acordata de institutiile financiare
internationale Moldovei pentru a evalua starea actuala si perspectivele de dezvoltare a relatiilor cu
acestea. Articolul se bazeaza pe studii stiintifice teoretice si metodologice ale economistilor strdini si
moldoveni, axate pe problematica Tn cauza, materiale informative ale site-urilor web oficiale ale
organizatiilor financiare.

Pe toata perioada sprijinului financiar acordat Moldovei de catre Fondul Monetar International au fost
implementate aproape toate mecanismele speciale de creditare existente. Din 1993, Banca Mondiala
a finantat si continua sa finanteze 118 proiecte diferite (90 au fost finalizate, 18 sunt active si 7 in curs
de elaborare). Cel mai mare numar de proiecte finantate de Bancd revine agriculturii. Datoria si
obligatiile restante ale tarii fata de institutiile financiare internationale au o tendinta ascendenta,
determinata de crizele si instabilitatea financiara din anii 2008 si 2019. Continuarea acestei tendinte in
viitor se poate solda cu anumite probleme economice, daca asistenta financiara nu va contribui la o
dezvoltare semnificativa a economiei moldovenesti.

Cuvinte-cheie: institutii financiare internationale, finante internationale, asistentd financiard
internationald, piete emergente, crizd economicd.

B cTatbe paccmaTtpuBaeTcs PpUHAHCOBAA MOMOLLb MeXAYHapoAHbIX (GUHAHCOBBIX WHCTUTYTOB
(MexgayHapogHoro BantoTHoro ¢oHAa 1 BcemmpHoro 6aHka) Mongose B pamkax COTpPyAHMYeCTBa.
AKTyanbHOCTb UCCNefoBaHWsA ornpejensieTcs O6beKTUBHOW HeobXOAMMOCTBIO  MCMO/b30BaHWA
OKa3aHHOW GMHAHCOBOW NMOMOLLM AN peLleHNs HEOT0XHbIX GUHAHCOBO-3KOHOMUYECKUX NpobaemM
1 nposegeHns 3¢PeKTUBHON IKOHOMUYECKON NonnTukn B Mongose. Llenb cTaTbn ABAseTcs aHanms
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$NHAHCOBOM MOMOLLM, OKa3aHHOW MeXAYyHapoAHMUX GUHAHCOBBIMU MHCTUTYTamu Mongose, Ans
OL|eHK/ COBPEMEHHOr0 COCTOAHWUS U MepcnekTMB PasBUTUA X GUHAHCOBBLIX B3aVMOOTHOLLEHWIA.
CTaTbsd OCHOBbIBAETCHA Ha  TeopeTMYeckMX U MeTOAONOTMYECKUX HayUHbIX WCCIef0BaHMAX
3apybexHbIX U MOAJABCKMX 3KOHOMWUCTOB, MOCBALLEHHbIX paccMaTpMBaeMol  TemaTuke,
NHGOPMaLMOHHbLIX MaTepranax odprLUManbHbIX CaliToB GUHAHCOBBLIX OpPraHM3aunii.

CnegyeT OTMeTUTb, YTO 338 BpeMsa GUMHAHCOBOW Moaaepku Mongaosbl MexayHapoAHbIM BaAtOTHbIM
$OHAOM OblIM NCMOJIb30BaHbI MPaKTUYECKN BCe CreuynalbHble KpeauTHble MexaHU3Mbl. HaumHasa ¢
1993r. BcemupHbIn 6aHK ¢uHaHcupoBan 118 pasnnyHbix npoektoB (90 6blIM 3aBeplueHbl, 18
HaxoAATCcs Ha CTagum peanmsauum M 7 - Ha CTaguu paspaboTkm). Hambonbluee KOANYECTBO
NPOPUHAHCMPOBAHHbLIX BaHKOM MPOEKTOB MPUXOAUTCH Ha CeNbCKoe XO3AMCTBO. BbisiBAEHO, 4To
3aJ,0/KEHHOCTb 1 MPOCPOYEHHble 0653aTenbCTBa CTPaHbl nepes MexzayHapoaHbIMU GUHAHCOBBIMU
NHCTUTYTaMWN MMET OTUYETIMBYIO TEHAEHLMIO K MOBbILEHWIO, KOTOpas 06yc/ioBAeHa Kpusncamm m
durHaHcoBoOl HecTabunbHocTbo 2008 1 2019 rr. CoxpaHeHne Takol TeHAeHUUM B byaylieM MoxeT
npuBecT K onpejAeneHHbIM  GUHAHCOBO-3KOHOMMYECKMM MpobaemMam, ecan  Mnojy4veHHas
drHaHCoBas MOMOLLb He byAeT CNocobCTBOBaTb 3HAYMTEIbHOMY POCTY SKOHOMUKN MONAOBSI.

Knroueesie cnoea: MexcoyHapoOHbie pUHAHCOBbIE UHCMUMYMbI, MeXCOYHAPOOHbIE YUHAHCHI,
MeXCOyHAPOOHAA GUHAHCOBAA NOMOUb, PA3BUBAIOU4UECA PbIHKU, IKOHOMUYECKUU KpU3UC.

JEL Classification: E69, F21, F33, F35.
UDC: 339.726+339.732+339.727.3

INTRODUCTION

In modern conditions of the global economic world order, the International Financial Institutions (IFl) play
an important role. They are now a key element of the international financial system. Significant amounts
of financial resources, scientific and economic potential and international prestige allow IFls to have a
significant impact on the economic development of many countries and regions of the world. The article
deals with the main world IFIs: the International Monetary Fund (IMF) and the World Bank Group (WB).

Moldova, like other emerging market economies, is in the process of integrating into the international
financial system. Its membership in the structures of IFls makes it possible to use the financial
resources to intensify this process. The global economic crisis of 2008 and the economic
consequences of the COVID-19 pandemic have caused serious challenges, both for the entire system
of the global world economy and its financial component. During the period of crisis, countries with
developing market economies find themselves in a very difficult financial and economic situation. In
this regard, to solve the urgent financial and economic problems that have arisen and to conduct an
effective financial and economic policy for the development of its economic system, the Moldova
objectively needs financial assistance from IFls.

LITERATURE REVIEW

Foreign and Moldavian economists devoted their scientific works to the problems related to some
aspects of the subject under consideration in this article. In the article (Kregel, 2018), special attention
is paid to offsetting the lack of domestic savings with external financing in the form of soft loans as
part of official assistance from international financial institutions. It is shown that the financing of
economic development should be carried out through the comprehensive use of national financial
institutions and the stimulation of employment in domestic manufacturing and export-oriented
industries. The essence of foreign direct investment was analyzed by Dunning (1988) and Markusen
(2000). Various aspects of financial assistance to developing countries in order to promote their
economic and social development, as well as to expand the mechanism for their concessional lending
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to the World Bank, are considered by the US Congress in a study (Congress U.S., 2020). The role of the
World Bank in promoting participatory budgeting (PB) with partners is discussed by Goldfrank (2012).
WB is shown to have little effect on PB outcomes in different countries since there is no way to control
many influencing factors. Nevertheless, there is great practical potential in the implementation of PB
procedures. VilpiSauskas (2019) studied the strategies and approaches of the main International
Financial Institutions — the International Monetary Fund and the World Bank to reforms in the
Eastern Partnership countries (Belarus, Moldova and Ukraine). It is noted that in addition to the
traditional recommendations for fiscal consolidation and structural reforms, IFls in these countries
are focusing on reforms in the most corrupt sectors — banking and energy. The article by Lopotenco
(2020) focuses on the vulnerability of the economy of Moldova and especially its financial system to
the economic crisis caused by the COVID-19 pandemic. It is revealed that this vulnerability is mainly
related to the specifics of the country's economy (small, open economy, with a constant current
account deficit and a strong dependence on international financial flows). The study conducted by
Stratan (2020) analyzes the role and approach of the International Monetary Fund and the World
Bank in developing and supporting Moldova to overcome the COVID-19 crisis. It is shown that these
organizations have made an urgent contribution to provide emergency financial assistance to
mitigate the economic consequences of COVID-19, especially to stabilize the country's balance of
payments. The role of international financial flows in stimulating the economic growth of Moldova
was analyzed by Xene3HoBa, XblHKY (2011).

RESEARCH METHODS

As a practical basis, the article uses the scientific works of Moldovan and foreign scientists on
international financial flows and investments. The methodological basis of the study includes: causal
relationships of the phenomenon under study, mechanisms and financial flows of Moldova within the
framework of financial assistance provided by the IMF and the WB; statistical methods of data
analysis (quantitative, qualitative, comparative). The charts presented in this article are implemented
in Excel. The source of factual data on IFl financial assistance to Moldova is the official websites of the
IMF and WB. The source of the country's financial and economic data is the official website of the
National Bank of Moldova.

RESEARCH RESULTS

Currently, Moldova has the following agreements with the IMF on special lending facilities (National
Bank of Moldova, 2021):

e mechanism of compensatory and reserve financing (Compensatory and Contingency Financing
Facility, CCFF);

e a systemic transformation mechanism for financing structural transformations (Systemic
Transformation Facility, STF);

e Stand-by agreement (SBA) — for certain purposes agreed with the IMF;

e an extended financing mechanism (Extended Fund Facility, EFF) — to provide funds for long periods
and in larger amounts in relation to quotas than is provided for in the country's usual credit shares.
The basis for granting a loan is a serious violation of the balance of payments;

e an extended credit facility (Extended Credit Facility, ECF) provided on concessional terms in order to
reduce poverty and promote economic growth;

e concessional lending under the Rapid Financing Instrument (RFl) and the Rapid Credit Facility (RCF).

In connection with the socio-economic crisis associated with the COVID-19 pandemic, for low-income
countries, including Moldova, in 2020, the IMF opened access to concessional lending under the Rapid
Financing Instrument (RFI) and the Rapid Credit Facility (RCF) (IMF, 2021a).
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It should be noted that the ECF and EFF lending mechanisms are used to eliminate a serious
imbalance in the balance of payments, as well as to reduce poverty and promote economic growth. At
the same time, these credit facilities have been used by the IMF regularly for lending to Moldova since
1996. The last lending under these facilities was made on 20.12.2021 (IMF, 2021a). That is, from 1996
to the present, the problem of balance of payments violations and poverty reduction in Moldova has
not been finally resolved. During the entire period of financial support to Moldova, starting from 1993,
the IMF has been involved in almost all special credit mechanisms. Also, the IMF has carried out
annual consulting in the country in the field of financial and economic policy, including the central
bank's policy.

Let's consider the dynamics of Moldova's debt on the IMF loan since 1993. Figure 1 shows the graph
of changes in the debt on the IMF loan of Moldova in SDR from 1993 to 2021 (IMF, 2021b).

Figure 1.
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The data in Figure 1 show that the total debt of Moldova since 1993 on various IMF loans has an
upward trend (63 million SDR in 1993, 346.676 million SDR and 368.538 million SDR in 2020 and 2021,
respectively). The consequences of the global economic crisis of 2008 affected the financial and
economic situation of the country — the debt to the IMF increased sharply: from 98,164 million SDR in
2009 to 398,174 million SDR in 2012 (the maximum for the entire time of partnership with the IMF).
The economic and social consequences of the COVID-19 pandemic have led to a significant increase in
Moldova's debt to the IMF compared to pre-crisis 2019. As of 31.12.2021, the country's debt on IMF
loans reached SDR 368.538 million (about 516 million US dollars) (IMF, 2021b), which is less than its
maximum value in 2012, but over 3.7 times more than in 2009. Thus, the data in Figure 1 demonstrate
that during the periods of crisis and financial instability in 2008 and 2019, to solve the urgent financial
and economic problems of Moldova and implement a policy to stabilize its economic system, the IMF
has dramatically increased its financial assistance to the country. The growth of this financial
assistance was reflected by a significant increase in the total debt of Moldova to the IMF after 2008
and 2019 and the preservation of its overall upward trend.

At the same time, the volumes of overdue obligations and projected payments of the country to the
IMF as of 02/28/2022 also have an upward trend (Figure 2) (IMF, 2021c). The maximum volume of
payments is projected for 2024 — 79.11 million SDR.
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Figure 2.
Change in the volume of overdue obligations and projected payments of the country to the IMF
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Such a significant amount of payments on overdue obligations means that the country may face certain
economic and financial problems in the future. Moreover, if borrowing from the IMF does not lead to
significant development of Moldova's economy, these problems will grow every year. Therefore, the
financial resources received by the country from the IFl should be used for its economy with maximum
efficiency.

Significant support to Moldova is provided by the World Bank Group, which from 11.03.1993 to
05.11.2021 took and is taking part in financing 118 different projects (The World Bank Group, 2021a).
The total amount of funding for these projects amounted to 2,013.66 million US dollars, including:

e 90 completed projects — 1,192. 26 million US dollars;

e 18 active projects — 636.58 million US dollars;

e 7 projects under development — 184.82 million US dollars.
e 3 cancelled projects.

Accordingly, the World Bank has allocated 821.4 million US dollars for 7 projects under development
and 18 active projects (25 projects in total) implemented over the past 9 years. Moreover, totally
1,192.26 million US dollars were spent on all 90 completed projects over 19 years. That is, over the
past 9 years, the intensity of the World Bank's project financial assistance to the country has sharply
increased.

Figure 3 shows data on the obligations of Moldova to the World Bank Group from 2014 to October
2021 (in millions of US dollars) (The World Bank Group, 2021b).

Figure 3.
Obligations of Moldova for financial years to the World Bank Group
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The diagram in Figure 3 shows that the lending of projects in Moldova by the World Bank Group has
increased significantly since the beginning of the COVID-19 crisis compared to previous years.
Currently, the bulk of the WB's financial resources is directed to the implementation of urgent medical
projects and projects related to the elimination of the consequences of the socio-economic crisis from
the COVID-19 pandemic. This makes it possible for the Government not to divert significant financial
resources from other important socio-economic programs.

The number of projects by category of economic topics financed by the World Bank Group in Moldova
from 11.03.1993 to 23.04.2021 are presented in Table 1 (The World Bank Group, 2021c).

Table 1
Number of projects in Moldova by category of economic topics funded by the World Bank Group

World Bank projects on themes of economics Number of projects

Rural services and infrastructure 18
State-owned enterprise restructuring and privatization 9
Public expenditure, financial management and procurement 9
Micro, Small and Medium Enterprise support 9
Rural markets 10

Administrative and civil service reform 10

Rural policies and institutions 11

Education for all 11

Regulation and competition policy 15

Climate change 16

TOTAL 118

Source: developed by the author based on data from The World Bank Group

The data in Table 1 show that the largest number (39) of World Bank-funded projects falls on
agriculture, a key sector of the Moldovan economy. In second and third place are projects related to
climate change (16) and regulation of competition policy (15). The number of other projects financed
on economic topics is approximately equal.

CONCLUSIONS

A study of the financial assistance provided by the IFl to Moldova showed that the country's financial
cooperation with the International Monetary Fund and the World Bank Group is carried out in all
financial and economic aspects that are in the assets of these organizations. It has been established
that all the main special credit mechanisms used by the IMF are involved in this process, and the
World Bank Group has participated and is participating in lending 118 projects on various topics since
1993. The largest number of credited projects (39) falls on agriculture, a key sector of the Moldovan
economy. At the same time, over the past 9 years, the intensity of the World Bank's project financial
assistance to the country has increased dramatically. It was revealed that the IMF's financial
assistance is regularly provided to reduce poverty and promote economic growth, as well as to
eliminate the country's balance of payments deficit caused by unfavorable changes in the structure of
its economy. That is, since the beginning of financial cooperation between Moldova and the IMF, this
situation has not changed for the better. The data on the dynamics of the total volume of debt to IFls,
overdue obligations and projected payments of Moldova to the IMF allow us to conclude that their
upward trend is due to the periods of crisis phenomena and financial instability in 2008 and 2019. The
continuation of this trend in the future may lead to certain economic and financial problems if
borrowing from IFls does not lead to significant development of the Moldovan economy.
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In this regard, it would be economically feasible for the IMF and the WB to allocate financial resources
on a permanent basis to improve the financial and economic stability of Moldova, in particular, to
eliminate the problem areas of key sectors of its economy (these include the agricultural and banking
sectors). Improving the structure of the key sectors of the Moldovan economy will have an impact on
the entire economic system of the country as a whole and its economic stability. Thus, the results of
financial cooperation with IFls and their role in the economic development of Moldova could be much
more significant if the specifics of its economic system are taken into account, and the efficiency of

using the financial resources of these organizations is increased.
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