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Moldova represents an interesting case of relatisatcessful democratic development
in the post-Soviet space. According to a numbequédintitative and qualitative indicators,
Moldova has performed better since the mid-1990®iims of ensuring the provision of basic
political rights and civil liberties than other peBoviet republics (outside of the Baltic regidn).
It also did so under adverse circumstances thditivaally hamper democratic development
including a low level of urbanization, high levelspoverty and ethno-territorial conflicts.

The party system is responsible, to a significaterg, for advances in institutionalizing
democratic practices. Moldovan party developmenminsressive when compared with patterns
of political competition in other Western CommonWeaf Independent States (CIS) countries
such as Belarus and Ukraine. The Moldovan partyesyproved to be sufficiently robust to
withstand pressures on the part of popularly eteptesidents attempting to bypass parties and
monopolize power during the 1990s. The party sysilsm managed to preserve its competitive
character under the lasting dominance of the Rdrgommunists of the Republic of Moldova
(PCRM) whose full commitment to democratic values lbeen questionable throughout the
2000s.

Moldovan parties played a significantly more impott role in politics than their
counterparts in other Western CIS countries throughthe post-communist transition.
Institutional choices made in the early years af thansition can be largely credited with
helping to establish party politics as the centage of the political process in Moldova. These
institutional decisions proved to be more importémin adverse communist legacies, the
extreme hardships of economic transition and etbmitorial tensions, all of which threatened
to derail the process of democratic transition ioldéva. The choice of the electoral system, as
well as decisions about the constitutional powdrthe presidency and the organization of the
executive government, were among the institutidmetiors that had the most profound effect on
the evolution of the party system and party pditi€hoices made in all these institutional
arenas were consistent with what the comparatilgigsoliterature generally considers as a
party-friendly institutional desigh.This design facilitated the process of the emaatitp of
newly established parties and contributed to tladitity to establish themselves as central
players in the political process in an independiéoidova.

While the decisions made with regard to the desiggrand political institutions had a
positive effect on party system development, cloiok more specific rules and procedures
regulating party finance proved to be more probkaman terms of their effect on the
institutionalization of parties. The Moldovan pafiyance model exhibits an absence of direct
state financial support for parties and a weak reefment of campaign contribution and
expenditure rules which tend to undermine partyepahdence from interest groups and the
party’s ability to foster programmatic rather thalentelistic types of linkages with their
constituencies. An extremely high dependence omébss and foreign funding, as the chapter
will also argue, affects not only party linkageastgies with regard to either vote-rich or
resource-rich constituencies but also the distidoubf power inside the party structure. Rank-
and-file party members and party professionals havg a very limited say in determining
party strategies and policies compared to party begswith business ties.



The Electoral System and Elections

From the very beginning of the post-communist diton, Moldova adopted a
proportional representation (PR) electoral systérhe first fully free and competitive
parliamentary elections that were held in 1994 ubedPR formula for seat allocation. This
choice of electoral system was unusual in the Bosiet context. All other Western CIS
countries, as well as all other post-Soviet staeduding Estonia and Latvia, opted for a
mixed-member or single-member district (SMD) sysfeRvlitical forces that dominated the
transition in post-Soviet republics preferred thter types of electoral system primarily due to
the fact that this system builds on personalistis &nd networks which characterized much of
later Soviet politics. At the same time, parties were at a very earlgestaf development and
societal support for introducing a PR electoraltesys which would have favored parties, was
rather weak.

These general circumstances of the post-Sovietsitram were also applicable to
Moldova. The record of this early period revealsithd debates about various draft laws
favoring a mixed-member or PR electoral systefime reason why PR was chosen was due to
the political need to have an electoral formulat thauld give at least a possible option of
electoral participation for citizens in the secesist region of TransnistriaThis consideration
was connected to the most salient issue on thégablagenda of that period, the secessionist
conflict in Transnistria. The authorities of thirehkaway region had almost compldeefacto
control of the area by the end of 1992 and wouldehbeen able to prevent parliamentary
elections based on an SMD system. Introducing @&y3&m with a single national district was
thus seen by the Moldovan politicians as a wayvofding an explicit subvention of Moldova’'s
sovereignty over its entire territory. PR was thectral system which would allow citizens
from the Transnistria region to participate in @lmes by casting their votes in locations
controlled by the central governmént.

The secessionist conflict shaped deliberations taltbe electoral law in another
important way. By the time the drafts of the eleatdaw were debated in the Moldovan
parliament in 1993, a large number of Transnistrgputies had left the parliament. The
preferences of a majority in this group, which uddd a large number of state enterprise
directors, were in-line with those law drafters wfavored a personalistic and candidate-
centered electoral system. The passage of the Psowneof the electoral law was therefore
facilitated by the departure of these members digmaent (MPs).

The resulting October 1993 Law on Parliamentaryctides introduced a PR system
with a single national district. A four percent ébhold for entering the parliament was
established both for individual parties and partgch. After the first post-independence
parliamentary elections were held in February 19Bd,new parliament entrenched the same
basic principles in the 1997 “Electoral Cod®@arties thus became the central players in the
electoral process. According to the Code, which drdg seen a limited number of procedural
changes since 1997, all parties registered with Nheistry of Justice can participate in
elections. Apart from this requirement, Article 3ttes that “at least 51 registered candidates
and at most the number of deputies in Parliameoviged for in the Constitution, plus two
deputy candidates, shall be included on a fist.”

Independent candidates are also allowed to rurhenefections but their position is
clearly disadvantaged. The Code stipulates thalépendent candidates shall be considered
elected if they receive at least three percenhefalid votes cast in the election throughout the
republic.” The electoral threshold for individugarties has reverted to four percent (it was six
percent for the 2001 and 2005 parliamentary elesjicand an eight percent threshold has been
established for electoral blocs. In order to basteged, an independent candidate must collect
signatures in support of his/ her candidacy (a$tl@a000 signatures) which is not the case for
parties and electoral blocs. Although many indepahdandidates have run in the various
parliamentary elections, none of them has ever besated.



Overall, the passage of the first electoral law Hre use of the same basic principles in
the subsequent pieces of legislation were of atiimportance for the institutionalization of the
party system. Electoral system rules, which werenlmoed with a constitutionally weak
presidency and party participation in the cabireimiation process, provided incentives for
parties to start investing in developing policy-nmakcapacities and in constructing coherent
public images. These rules also led to the dommafiche party rather than candidate-oriented
campaigns throughout Moldova’s entire post-commniyvesiod.

Table 6.1. Moldovan Parliamentary Election Results, 1994-2005

Y ear 1994 1998 2001 2005
Electoral threshold, % 4% 4% 6% e %?:é's
Electoral contestants V% S% V% S% V% S% V% S%
Democratic Convention Electoral Bloc - - | 19.4Z 25.7 - - - -
For a Democratic and Prosperous Moldova Electolad - - | 18.1¢ 23.¢ - - - -
(Democratic) Agrarian Party 43.1¢ 53.¢ 3.6 0 1.1¢€ 0 - -
Alliance of the Popular Christian Democratic Front 7.5¢% 8.6t - - - - - -
Christian Democratic Peoples’ Front/Party - - - - 8.2 10.¢ 9.07| 10.89
Democratic Party of Moldova - - - - 5.0z 0 - -
Electoral BlocBraghisAlliance - - - - | 13.3¢ 18.¢ - -
Electoral BlocMoldova Democrata - - - - - - | 28.53| 33.66
Electoral BlocPatria-Rodina - - - - - - 4.97 0
Party for Rebirth and Conciliation of Moldova - - - - 5.7¢ 0 - -
Party of Communists of the Republic of Moldova - | 30.01 39.€ | 50.07 70.2 | 45.98| 55.45
Party of Democratic Forces - - 8.8 10.¢ - - - -
Peasants and Intellectuals Bloc 9.21 10.€ - - - - - -
Socialist Party antinitate-EdinstvaMlovement Bloc 22 26.€ - - - - - -
Others (parties, blocs and independent candidates) 18.1 0 19.¢ 0| 16.3¢ 0 11k 0
Total 10C 10C 10C 10C 10C 10C 10C 10C

Note: The electoral contestants who obtained more thanpercent in at least one election are onlgtst

! In 1994 in a coalition named Alliance of the P@puChristian Democratic Front and in 1998 in therderatic
Convention Electoral Bloc.

% |n 1998 in a coalition named For a Democratic Rnmsperous Moldova Electoral Bloc and in 2005 & th
Electoral BlocMoldova Democrata

Source: data from www.e-democracy.md (accessed: 04.04)2007

As Table 6.1 indicates, the identity of parties gadty blocs was very unstable in the
early period of the post-communist transition. Mararties and blocs represented in the first
parliament elected in 1994 chose different orgaitmal configurations and party labels to
participate in the next parliamentary elections1®98. The creation of new parties and
coalitions was the response of politicians to faituin governance during the period from 1994-
2001. The party system became somewhat more siftblethe 2001 parliamentary elections.
The PCRM has dominated the political process incthntry since its parliamentary victory in
the 2001 elections. This victory was magnified hg inability of several parties to clear a
newly established six percent threshold which esthlthe PCRM to control the majority of
parliamentary seats between 2001 and 2005. Thg Pariaged to retain power by winning the
2005 parliamentary elections, although with a digantly smaller margin than in 20064.



Campaign Finance M odel

There are two basic laws dealing with party finarsseies: The 1991 “Law on Parties
and Other Socio-Political Organizatiohs’and the 1997 “Electoral Cod&”The first law
regulates the financing of parties in general wliiile second focuses on campaign finance.
Basic features of the campaign finance model hastechanged over time. The legislation
requires electoral contenders to establish an actund and gives the Central Electoral
Commission (CEC) the authority to establish a wgilon the size of the fund. The CEC does
not regulate the limits of individual donations ttee campaign but primarily monitors the
compliance with the established fund ceiling. Téngidlation requires that all types of campaign
donations be made through the electoral fund. dutiton, parties and independent candidates
are obliged to disclose the names of their dondmwvever, there are no limits on donations
between elections, and parties are not obligecetdade or to publish these types of donations.
Some experts believe the amount of money spentabyep between elections is much more
significant than officially reported by the partigs

No donations are allowed from the following typdsimdividuals and organizations:
anonymous persons, state-funded organizations laautyd religious organizations. The 1997
“Electoral Code” explicitly prohibits direct or ilméct funding or material support of any kind
campaign by foreign countries, foreign enterprieed foreign non-governmental organizations
as well as individuals who are not Moldovan citzeti such funds are found, the law requires
them to be confiscated and added to the state budibe law does not prohibit the use of
foreign money for purposes of training party offisi or electoral observers during the period
before legal campaigning.

To date, there is no direct budget financing fatipa, but some important modifications
to the system are currently being debated. In 20@government approved a draft law on the
financing of parties and electoral campaigns whighs subsequently modified by the
parliament due to draft amendments to the 2001 “bawPolitical Parties.” These amendments
were adopted in tHest reading and the draft law was sent for expert eatadn to the Council
of Europe in December 2006. These amendments envigr the first time that parties receive
funding from the state budget. The amendments pmpo divide .05 percent of the state
budget as follows: One half goes to parties progoal to their number of mandates obtained in
parliamentary elections while the other half gaegarties proportional to the number of votes
obtained in local elections, with a requirementt ttieey obtain at least twenty mandates in
district-level councils.

Campaign loans are one form of public subsidy atéél under the current Moldovan
legislation. The electoral campaign contestantstiggaand individuals) are eligible to receive
interest-free loans that have to be re-paid twothwafter the election in case a contestant fails
to receive three percent of the nation-wide votent€stants that clear this threshold have four
months to re-pay the loan. Since this legislatipplias equally to parties and individuals, this
serves as one more indication of how Moldovan lagan favors parties over independent
candidates. The legislation allows electoral caaigisl to use public transportation free of
charge for the period of the campaign. Also, a paale for electoral candidates was once
provided as a form of indirect public subsidy. Pays for the leave were provided in the past
from the CEC'’s election fund. Payments were based candidate’s salary. However in March
2007, the parliament cancelled this provision, eaddidates who chose to take leave can no
longer request compensation.

The Moldovan legislation contains a quite elabogatavision regulating media access
during campaign periods. Electoral contestantgamen free air time for debates. The limits of
free air time are established by the CEC. The latgis ensures that principles of equal access
are maintained by requiring that all electoral estdnts receive the same amount of time,
participate in the same programs (or are dividegroups on criteria announced by the CEC to
participate in different programs) and are infornmdthe time of the broadcast seven days
prior. The 1997 Code also limits the amount of paidtime that electoral contestants can
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purchase. Each contestant is limited to two hotirgatd air time for the entire period of the
campaign. The additional requirement is that paidiame should not exceed more than two
minutes, per day for each contestant. The law ebliglectronic mass media to announce the
conditions for booking air time and the relevantsfenvhich are not allowed to exceed the
commercial basis.

The existing legislation does not provide an explidefinition of a campaign
expenditure. However from the text of the legalvsions, one can infer that a campaign
expenditure is defined in very broad terms. Fomgpla Article 38 of the Electoral Code, which
specifies conditions and methods of support forgagns, refers to direct or indirect financing
and material support to the campaign in any forfme Tain form of expenditure control is a
requirement that all campaign expenditures are ntlaol®ugh the electoral fund. The existing
legislation does not include restrictions on angcsfic type of spending. The requirement to
establish an electoral fund as the only legal meisha for the disbursement of campaign
money, which is a common practice in most post-&atiates, does not address the wide-spread
problem of unaccounted cash transactions for caygnpa&ilated expenses. There is a high level
of tolerance in society towards the use of cashstaetions as a means of avoiding taxation or
other forms of payments to the government. Thigas@nvironment allows parties to rely on
cash in financing different types of expenses. Giwbe weakness of monitoring and
enforcement practices, which are discussed in rdeteils below, parties face few credible
threats of being punished for using cash transasti

Reacting to one form of vote buying that becameegfead in the early years of the
post-communist transition, the 1997 Electoral Ceaelicitly prohibits electoral contestants
from offering voters money or gifts. It also proitsbdistribution of goods free of charge,
including humanitarian aid or other forms of chariBesides establishing the expenditure
ceiling, the legislation does not attempt to impasy restrictions on personal spending (as
opposed to money collected through donations) impaagns.

Campaign participants are required to submit biklyeBnancial reports throughout the
campaign period to the CEC or, in case of locadtedas, to district electoral councils (DECS).
These include data on their revenues and expeRsgkamentary election contestanesg
parties and independent candidates) are also dbtiggoublish data on their electoral fund
revenues in one of the national newspapers withimoath after the start of the campaign. The
campaign period was reduced from ninety to sixtysdafter 2001 parliamentary elections.
Candidates can only campaign after they are officigistered, and the registration period
ends thirty days before the election date. Theitaposes reporting requirements on banks in
which campaign participants open electoral fundaants. A bank has to notify the CEC about
money transferred to an electoral fund within twefiaur hours after the transfer. The CEC is
required to keep all data available for public msgs. In addition, the CEC and DECs are
required to issue a weekly report on the amountth@dource of contributions received by each
electoral contestant. They also have to releade fihal pre-election report two days prior to
the election. The law also requires these bodieprépare a final report compiling all the
information they have received concerning the arh@md the sources of contributions. A
declaration of financial status is mandatory faramdidate to be registered to run either as an
independent or on a party list. The financial dextlan requirement for parties and independent
candidates includes stating the amount and sowrceehl estate holdings, bank accounts,
securities, inheritance and income received twasypdor to the election.

The CEC is the agency responsible for the enforo¢émiecampaign rules. The agency
recently acquired some degree of autonomy fromgtheernment due to changes in how the
agency is funded, and how the members are appoifitedCEC consists of nine members. Five
out of the nine are nominated by parliamentary sfijom parties, two by government parties,
one member by the cabinet and one by the presidéirappointments must be confirmed by
the parliament. These appointment procedures waeeted under opposition pressure in



November 2005. Prior to this, the parliament, thkiget and the president each appointed three
members of the CEC.

The CEC has a number of instruments for enforcioigpmliance with campaign rules.
However, most of the sanctions against those wblaté the rules cannot be applied unilaterally
by the CEC. If the CEC’s monitoring activities rdiies violators, the CEC has the option of
taking them to court or requesting the Ministryloterior to investigate the matter further. Only
weaker types of sanctions, such as issuing a wgroan be administered by the CEC on its own.
In checking the sources of income or the accurd@coounting records, the CEC and DECs may
request the Court of Accounts or the Ministry afi&ice to review the financial records.

The CEC'’s decision in the 2007 local electionsdsue a warning to several parties
about their lack of compliance with the variousakegrovisions serves as an example of the
rather reserved approach that the organizationdaapted on the issue of sanctions. The
warning followed an investigation by the Ministry laterior which found that several parties
printed electoral posters without contracts witlpublishing house and without printing the
required publication details. However, another GieCision in the 2007 local elections testified
to the existence of a certain degree of indeperadeftche CEC from the ruling PCRM. For
example in a May 2007 decision, the agency askedpleaker of the parliament not to use the
position for the purposes of campaigning on bebfalhe PCRM"*

Trendsin Campaign and Party Funding

The available data provides some indication thet tosts of campaigning has
significantly increased in Moldova. One way to makeapproximate estimation of the increase
in party campaign expenses is to look at changethenelectoral fund ceiling over time.
Assuming that politicians are interested in makihgse ceilings realistic and related to the
patterns and the practices of campaign competiggamining the dynamics of changes in the
ceiling requirement provides a longer-term viewtba evolution of political finance. This is
especially the case in less-developed post-comincoisitries were other types of longitudinal
data on party finance issues are not availableleT&l2 reports the ceiling requirements for
electoral contestants in all parliamentary electibald in Moldova.

Table 6.2. The Ceilingsfor the Size of Electoral Fund of Contestantsin Parliamentary Elections

Year 1994 1998 2001 2005
Currency MDL UsD MDL UsD MDL UsD MDL uUsD
Parties and Electoral Blocs 100 24.% 500 105.8 100077.3 2500 199.1
Independent Candidates 25 0.6 30Q 6.8 50 3/9 po 9 7.

Al amounts in thousands.

Source: Calculated on the basis of Central Electoral Cossion decisions 47 from 30 November 2003, 28 from 5
January 1998, 672 from 14 January 2005 and reptlyeo€entral Electoral Commission 9/179 from 24iAp007

to a MP information request 358 from 17 April 200he exchange rate is provided from the NationailkBaf
Moldova: http://www.bnm.md/en/index.html (access@d.04.2007).

The ceilings for parties and for electoral blocserat least a hundred percent in local
currency terms from one election to the next thhmug the entire post-communist period. The
increases in the ceilings for independent candsdsitewed a similar movement. While the size
of the increases, especially during the first decafdtransition, could be attributed to inflation,
this is not the case in the 2000s. The averageahmniflation rate since 2001 has been around
ten percent. The increase in the ceiling in themeparliamentary election far outpaced this rate
of inflation. The cap for the size of electoral fisrfor parties and for blocs grew from $77,300
in 2001 to approximately $200,000 in 20095This suggests that even in political systems that
introduce limits on electronic media advertisindjioh is one of the most expensive forms of
political advertisement, the costs of campaigniag grow rapidly.

Self-reported expenditures of parties in the lagb parliamentary campaigns are
described in Table 6.3 which contains a summargllo€ampaign expenses reported in these
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two elections. Expenditures of individual partieglalocs are reported only if they obtained
more than four percent of the vote in one of the élections or had declared expenditures more
than one million lei (MDL, approximately $80,00@everal parties and blocs changed their
party labels in the elections which explains theateon in reporting. In addition, some electoral
contestants, parties and independent candidatéled f& submit reports on campaign
expenditures. This, however, did not lead to anycsans against these organizations and
individuals.
Table 6.3. Self-Reported Campaign Expendituresin Moldova

2001 2005

Currencfr MDL USD MDL USD
Party of Communists of the Republic of Moldova 516.4 40.9 1477.0 117.3
Christian Democratic Peoples’ Party 577.3 45.7 355.8 28.3
Social Democratic Party of Moldova 27.7 2.2 1020.5 81.0
Electoral BlocMoldova Democrata - - 2135.7 169.6
Party for Rebirth and Conciliation of Moldova 498.6 394 - -

Democratic Party of Moldova 394.8 31.2 - -

Electoral BlocBraghisAlliance 762.2 60.3 - -

Electoral BlocPatria-Rodina - - 418.2 33.2
Moldova Centrist Union - - 1059.9 84.2
Peasants Christian Democratic Party 44.0 3.5 1688.1 134.0
Other parties and electoral blocs 1371.8 108.5 1188.1 94.3
Independent candidates 92.1 7.3 358.2 28.4
Total 4284.9 339.0 9701.4 770.4

!Amounts in thousands.

Note: The electoral competitors who obtained more floan percent in at least one election or have rejglor
expenditures more than 1 million MDL ($80,000) anty listed. Some electoral competitors, both iretetent
candidates and parties that did not pass the thiskdave not submitted reports on campaign experedi (this
did not result in punishments).

Source: Reply of the Central Electoral Commission 9/1&hfr24 April 2007 to a MP information request 358
from 17 April 2007. The exchange rate is from traibhal Bank of Moldova: http://www.bnm.md/en/indetml
(accessed: 29.04.2007).

The CEC'’s data on overall campaign expenditurethbycampaign participants, which
is reported in the last row of Table 6.3, indicatest the electoral contestants spent more than
twice as much in the 2005 parliamentary campaigm tim the 2001 campaign. The overall
expenditures for the 2001 campaign were approximate3 million MDL (approximately
$339,000) while the 2005 campaign expenditures vadeut 9.7 million MDL ($770,400).
Independent candidate campaigns accounted for amgry small portion of the expenditure
providing further evidence for a thesis about pddyninance in the Moldovan political process.

As Table 6.3 indicates, the expenditure patternmdividual parties and blocs varied
quite substantially. The ruling PCRM spent almbsée times as much in the 2005 campaign
as in the 2001 campaign. At the same time, thesGan Democratic Peoples’ Party (CDPP),
which received a similar share of the vote (aroeigiht to nine percent in both elections), spent
considerably less in the 2005 campaign that in20@1 campaign. The center-right electoral
alliance,Moldova Democratawhich received the second largest share of the wothe 2005
elections, was a leader in terms of spending is #hection. The ability of non-government
parties, both those that had parliamentary reptasen and those that did not, to secure
substantial amounts of funding testifies to the petitive nature of the Moldovan political
process. The existence of opportunities for el@tippotess-successful parties to raise money can
be inferred from the relatively wide and equal rilisition of finances among a large number of
electoral contestants in both of the electiongdish Table 6.3. Indeed, a detailed look at the
data reveals no clear correlation between expereddémd electoral performance. Neither the
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second nor the forth largest spender in the 20@8tiehs gained enough votes to secure
parliamentary representation.

While the incumbency status of government partiessied a strong advantage for
political fundraising in Moldova, opposition padidave also been able to raise significant
funds throughout the entire post-communist peraod] the ruling PCRM has not changed this
practice. Although the number of cases of goverrirharassment against businesses supporting
the opposition has increased after the Communatsed full control of government in 2001,
the ruling party has abstained from the large-spalesecution of opposition business people
practiced by the governments of most of the posiedatates.

Development of Partiesand Party System

The analysis undertaken in the previous sectiothisfchapter allows us to list a small
number of key characteristics of the Moldovan moadeparty and campaign finance. This
model is characterized by the absence of directipdbnding for parties and independent
candidates, limited forms of indirect state sulesid{such as free air time and media space),
legal limits on campaign expenditures, the impar¢aaf electoral funds and detailed reporting
requirements as key mechanisms for ensuring traaspya of funding and the centrality of the
CEC as the main monitoring body with partial enéanent powers.

While each of these characteristics has some iatpias for party system development,
the absence of direct public funding has probabderbthe most consequential for the
development of individual parties and the partytesysin general. The lack of public funding
dramatically increased the need for parties to fotter sources of financing. Business
sponsorship and party dependence on businesses demmeeme a major feature of party
development in Moldova. Foreign financing, althougficially prohibited, has also been an
important factor in the development of the partgteyn.

The importance of business and foreign sponsorsipbe illustrated using data from a
recent survey of the Moldovan party syst€ridvhile survey data are rarely used in the liteatur
on political finance, such data can serve as amwitapt source of information on party finance
and can provide useful insights into the informgpects of the functioning of party finance
mechanisms. Table 6.4 summarizes expert respoasgsstirvey concerning sources of party
finance. The experts were asked to name the firdtthe second most important sources of
income for each of Moldova’'s main parties. The etpdad to choose from a list of nine
potential sources of party finance listed in thistfcolumn of Table 6.4.

The case of the ruling PCRM highlights the advaesattpat this incumbent has in terms
of attracting political contributions from business Eighty percent of experts designated
“business sponsorship” as the most important soafdeance for this party. The remaining
twenty percent divided their opinion between “domad of party members” and “budget
allocations for parliamentary faction” as the misportant source of finance for the PCRM.
With regards to the second most important sourdaahce for the PCRM, the expert opinions
were more widely and equally distributed.

Business sponsorship was also defined by the expsrthe most important source of
funds for the party system in general. This isae®d in the column labeled as “average” which
gives a mean of distribution of expert opinions &lirthe parties included in Table 6.4. More
than forty percent of experts named business spsimgoas the most important source of



Table 6.4. Expert Estimates of the Most | mportant Sour ces of Party Finance

PCRM POMA CDPP DPM SLP SDPM BPRR Average

1 2 1 2 1 2 1 2 1 2 1 2 1 2 1 2
Membership fees 30 111 22.2 10 111 1.4 10.6
Donations from party members 10 10 10 22.2 10 10 44.4 10 111 40 33.3 20 111571 18.9
For_e|gn grants for non-partisan political 20 10 20 292 10 299 86 6.3
projects
Contflbutlons of gandldates for a place on 20 10 444 111 10 333 10 111 43 171
party’s electoral lists
Business sponsorship 80 10 80 22.2 10 33.3 70 33.3 50 33.3 222 41220
Publishing activities 30 1.1 4.3 1.6
Budget allocation for parliamentary faction 10 20 14 2.9
Foreign donations 30 44.4 33.3 70 33.3 60 333 229 206
State administrative resources 10 1.4
Total (%) 100 100 100 100 100 100 100 100 100 100 100 100 10000 100 100

Legend: 1 The first most important source of financeh@ second most important source of finance

PCRM - Party of Communists of the Republic of MaldpPOMA - Party Our Moldova Alliance; CDPP - Clias Democratic Peoples Party;

DPM - Democratic Party of Moldova; SLP — Social &ill Party; SDPM — Social Democratic Party of Maetaio BPRR-Bloc Patria-Rodina-Ravnopravie.

The distribution of expert opinions in percentages.

Note: Calculations are based on a different numbexpég responses to the questions about the fidstlamsecond most important source for all parégsept PCRM. This is
due to the fact that one of the experts choseawoéine the second most important source of finforcagny of the parties except PCRM.

Source: European Centre for Minority Issues Survey, Chisjrieebruary 2006N=10).



finance for the party system. The figure becomenéarger if one takes into account donations
from party members who are business leaders. Qyaralind sixty percent of experts named
business contributions as the main source of pexayice in Moldova.

The next largest percentage of experts named for@emations as the most important
source of finance for the party system. This ipieshe fact that official regulations prohibit
financing from abroad. Foreign donations were itfiet by a varying number of the experts as
the first most important source of finance in tlase of three parties: The Social Liberal Party
(SLP), Bloc Patria-Rodina-Ravnopravie (BPRR) and @DPP. While two of these parties
represent the political right with a pro-Westereptation €.g, the SLP and the CDPP), the
third one, the BPRR, is a bloc of pro-Russian déffiolitical organizations which are in the
process of merging into a single partyThe fact that parties of opposite political or&itns
rely on foreign financing suggests that the paystesn’s dependence on external funding has a
wide scope. The role of foreign financing becomesnemore significant if one includes the
implementation of projects using foreign grantshis category. These two sources of funding,
business sponsorship and foreign financing, alsavegat to be highly important in expert
responses to the question about the second mosirtanp source of finance for the party
system. Although expert opinions were more dividdgth respect to this question, business
sponsorship and foreign financing were the twogmies that were most frequently named by
the experts in answering the question about thenskmost important source of finance (data in
the last column of Table 6.4).

It is also important to note that a survey questabout the most important sources of
party finance included an option of adding addiiosources if an expert believed some key
sources were missing from the proposed list. THg additional source added by the experts
was “state administrative resources” (the last itested in Table 6.4). State administrative
resources are frequently used to describe practtesing the state administrative apparatus
and government funds for the purpose of securinglectoral advantage. Not surprisingly, this
source was named to be important in the case oty PCRM. The survey also polled party
functionaries on the issue of sources of fundinige Tunctionaries of the main parties were
presented with the same list of potential sourdesimding as the experts. In the case of party
functionaries, however, a closed-list form of questwas used and a different structure of
answer options was employed. The respondents wakedao rank the importance of each

source of financing for their party. The results presented in Table 6.5.
Table 6.5. Importance of Sourcesof Party Finance: Party Functionary Responses

PCRM POMA CDPP DPM SLP SDPM BPRR Average

Membership fees 9.3 5.6 55 53 53 6.3 5.9 6.2
Donations from party members 6.7 8.5 7.3 5.5 7 7 8.2 7.2
Foreign grants for non-partisan

o . 2.8 7.3 7.5 7.2 8.6 6.3 2.1 6.0
political projects
Contributions 9f candldate_s fora 13 53 26 45 39 36 23 34
place on party’s electoral lists
Business sponsorship 45 6.1 7.3 55 5.9 4.9 5 5.6
Publishing activities 6.1 5.7 8.3 5.3 4.7 6.1 3.4 5.7
Budget allocation for 3.5 5.7 5.1 4.8 43 3.1 3.2 42
parliamentary faction
Foreign donations 2.3 5.3 7 4.3 6.2 4.3 1.2 4.4

Legend: PCRM - Party of Communists of the Republic of Btwla; POMA - Party Our Moldova Alliance; CDPP -
Christian Democratic Peoples Party;

DPM - Democratic Party of Moldova; SLP — Social éill Party; SDPM — Social Democratic Party of Malao
BPRR - Bloc Patria-Rodina-Ravnopravie.

Note: Ten-point Likert-type scale: 1 — not important;-10ery important.

Source: European Centre for Minority Issues Survey. Chigjrigebruary 2006N=101).
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As the last column of this table indicates, dormegiérom party members received the
highest score in terms of importance for the pastgtem in general. Membership fees and
foreign grants were rated by party functionariesthees second and the third most important
source of party finance. Business sponsorship amdigh donations were rated only as
moderately important sources of finance for theypaystem. Payments for a place on a party
list were rated as the least important sourcenafrice.

These results, which suggest a somewhat differieturp of party finance from the one
presented by the experts, should be viewed witlegre® of caution. It is likely that party
functionaries in their responses about the sountdkeir party’s finance tried to construct a
positive image of their political organization. Agyhly sophisticated agents of their parties,
they could have tried to downplay the importancehaise sources of party finance which are
considered unappealing and highlighted those tigatraditionally associated with a mass party
model such as membership fees and party membeticiona

While taking this potential bias into consideratitime results of this survey are still of
interest because of the variation in the respoabesit the importance of individual sources of
finance across parties. Membership fees, for exampere rated as much more important
source of party finance by PCRM functionaries tlhgnrespondents from the ranks of other
parties. The Communists, of course, have a straadjtiopn of collecting membership fees.
PCRM regulations ask party members to donate twoepé of their monthly income. Other
Moldovan parties require a much more modest morgbiy, usually about one to five MDL.
One could assume that sums obtained in this wagtitote a considerable part of the party
budget. At the same time, even the PCRM is not ssrbased party. It only has about 20,000
members, and sums obtained from membership feesualikely to cover even basic
administrative expenses such as maintenance of préy’'s numerous offices. Unlike
membership fees, donations of party members redevscore that was more uniformly high
across parties. One way of interpreting this reisuib treat it as a masked acknowledgement of
the importance of business sponsorship since pdotyations are usually made by party
members with a business background. Implementaifoprojects using foreign grants and
direct foreign donations, with the latter beingi@lly illegal under Moldovan legislation, were
rated as important by some of the parties but pattbers.

Neither the expert nor functionary survey suggdeat state funding for parliamentary factions
was an important source of financing for partidseotthan for the ruling PCRM. Given the
size of the majority that this Party has enjoyedparliament since 2001 it is somewhat
surprising that party functionaries do not acknalgk that the state funding of the
parliamentary faction is an important source of RLCRnancing. Parliamentary factions,
according to parliamentary procedures, can be kestiald by at least five MPs and only during
the first ten days after the start of a new pariatis first working session. Each faction has an
annual budget proportional to faction represemntatihich can be spent according to faction
needs €.g, personnel and equipment).

In general, the state funding of parliamentaryiéast does not have a strong influence on
the behavior of faction members. This proposit®mdirectly supported by the frequency with
which parliamentary factions lose their membersilgVéit the start of the parliamentary term in
March 2005, every deputy had a factional affiliatiéifteen out of 101 parliamentary deputies
left their factions and acquired the status of aafiiliated deputy by the middle of 2007. Most
of the departures were motivated by serious palisgpgreements. The prospect of losing some
financial benefits associated with membership ifaetion does not seem to constrain the
behavior of individual politicians when policy digaements between them and their faction
emerge.

Although business sponsorship in its direct andir@mtl (through party member
donations) forms emerged as a factor that is atijigmportant for party finance, it is incorrect
to conceptualize the main Moldovan parties as bemagtrolled by oligarchs or captured by
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business groups. There is a certain degree of antptetween the political and the economic
spheres that makes parties more than just an éoten$ business or interest groups. This
autonomy is, to a significant extent, a producinstitutional rules that structure the political
process. PR rules and the party leadership’s doower nomination procedures led very early
in the post-communist transition to parties holdegirtual monopoly over who enters the
political process. Parties thus emerged as indepengbolitical actors who controlled
recruitment in general and cabinet formation intipatar prior to the consolidation of
significant financial resources in the hands of/ge business persons by the late 1990s. This
allowed parties to negotiate with the emerging hess interest groups from a position of
relative strength and to secure, as a rule, fimgndiom more than one business source.
Relationships between parties and businesses canb#h better described as contractual and
mutually dependent.

The danger of state capture by a party, which adhaar issue that is frequently cited as a
potential risk for transitional societies, has bdgmely avoided in the Moldovan case. The
major test came with the arrival of the PCRM in 200his Party, which held a constitutional
majority during the 2001-05 period, has tried tasbihe rules of the game in its favor by
pursuing policies such as establishing a high l@fejovernment control over state media,
politicizing the law enforcement apparatus and sires criminal charges against opposition
leaders. However, the Party refrained from a fuérbaul of democratic rules and procedures.
As the survey data cited earlier indicates, oppwsiparties continue to enjoy the financial
support of private businesses. This is in conttasbther governments in the regioe.d,
Belarus) which have always actively sought to déweyopposition access to sources of private
funding. Election monitoring reports also note thmldovan opposition parties continue to
have a fair amount of access to state media deangpaign and between election periods. They
have also recently managed to acquire the majofisgats on the CEC and have other means of
ensuring that their participation in the electopabcess is effective. All this has led to the
preservation of a competitive party system througioldova’s entire post-communist period
which is in marked contrast to the experience béoformer Soviet republics.

Conclusion

The party finance model created in Moldova has hagignificant effect on the
development of the party system. While party firamperovisionsper secannot account for
patterns of party system stability, they shapearternal organization and recruitment strategies
of Moldovan parties. In terms of internal organiaat business donors have a greater say in
party internal decision-making than party functioesa or party activists. In terms of
recruitment, efforts to attract business represeetatend to be more highly valued by parties
than efforts to recruit new activists or build ag base of rank-and-file members. The arrival
or the departure from the party ranks of even glsiimportant business person often has
serious implications for party finance and for tiistribution of decision-making authority
inside the party.

While some of the developments in the Moldovanypaystem resemble patterns found
in the Western European transition from a mass/pgara professional or a cadre party system
model, Moldovan parties have yet to become prodessi or cadre parties. There is little
evidence that Moldovan party functionaries haveobee a distinct professional category that
has significant resources at its disposal or a magy in determining party policies. The
absence of state finance for parties, which is ainthe key features of the Moldovan party
finance model, makes parties highly dependent osinbas and foreign financing This
dependence creates a number of risks for the gggiem in terms of fostering clientelistic
rather than programmatic linkages with the constity and making political processes
vulnerable to outside pressures. These risks, hemveare mitigated by the nature of the
electoral system that has been in place in Moldiwee the early 1990s and by such features of
the party finance model as expenditure limits atibnic and print advertisement which tend
to be the most expensive forms of campaign adesnst across political systems. The recent
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legislative initiatives in the form of draft legatovisions that advocate the introduction of state
financing for parties also indicates that thesksrigre well understood by party system actors.
The passage of these drafts, which might prove @opblitically unpopular, signify the
willingness of parties to address these issueslesgken the risks of parties becoming more
focused on catering to their business and forgigmsors than on delivering public goods
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