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LEVEN YEARS AFTER THE GENOCIDE that devastated
the country and left nearly one million people dead,
Rwanda continues to implement its programme for
economic, structural and social reform. The programme
has already met a number of major milestones. After
experiencing low growth in 2003 due to poor weather
conditions, real GDP growth recovered to 4 per cent
in 2004 and was estimated to reach 4.2 per cent in 2005.
The economy remains essentially based on subsistence
agriculture and progress in Rwanda’s structural
transformation remains slow, as indicated by a stagnating
share of manufacturing in GDP. Rwanda remains one
of the poorest countries in the world in terms of income
poverty as well as in terms of human development.
Due to the bad weather Rwanda experienced in 2003
and 2004, little progress has been made recently in

reducing income poverty, especially in rural areas. A
variety of social indicators have been improving,
however, largely due to targeted
Economic recovery is
interventions. Following the
reflected in improvements
2005 Group of 8 (G8) agreement
in social indicators
on multilateral debt relief,
but poverty remains
Rwanda’s
external
debt
widespread.
sustainability is expected to
improve significantly. Nonetheless, Rwanda’s high aid
dependency remains a concern. There has also been little
progress made in increasing exports, and continuous
electricity shortages and high oil prices imply major
challenges for future economic development. While
significant progress has been made in terms of internal
and external political reconciliation, regional instability
remains a threat.
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Figure 1 - Real GDP Growth and Per Capita GDP
($ PPP at current prices)
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Source: IMF and domestic authorities’ data; estimates (e) and projections (p) based on authors’ calculations.

Recent Economic Developments
Following Rwanda’s exceptionally low economic
performance in 2003, mostly due to unfavourable
weather conditions, real GDP growth recovered from
0.9 per cent in 2003 to 4 per cent in 2004 thanks to
© AfDB/OECD 2006

robust growth in manufacturing, transport, construction
and communications. Agricultural growth in 2004 was
once again negative in real terms due to continuing
unfavourable weather conditions. Adverse weather
conditions also hampered the harvest at the beginning
of 2005, but since then, weather conditions have
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improved, and real GDP was estimated to grow once
again at 4 per cent in 2005, with moderate growth
accelerations of 4.2 per cent and 4.6 per cent in 2006
and 2007, respectively. Given the agricultural
contraction in real terms in 2004, the share of agriculture
in GDP decreased to 35.3 per cent, the share of industry
in GDP increased to 14.2 per cent, while the share of
the service sector in GDP increased to 27.8 per cent1.
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More than 90 per cent of Rwanda’s population of
8.6 million rely on subsistence agriculture. Based on
current population projections, the present urban
population of close to 2 million is expected to more
than double within the next ten years, while the rural
population of close to 7 million is projected to decrease
slowly. Population growth and increased urbanisation
will continue to pose a challenge to Rwanda’s food
security, which – compared to 2003 – nonetheless
improved in 2004 and 2005, partly thanks to Rwanda’s
introduction of the New Rice for Africa (NERICA)
initiative, which has increased the country’s rice selfsufficiency to 65 per cent. In 2004, about 600 000
people experienced food insecurity at some point in the
year and required food aid, which amounted to 30 000
metric tonnes.
Rwanda’s agricultural-sector strategy is based on
transforming agriculture and raising rural incomes by
encouraging the use of modern inputs in the production
of priority crops. The persistence of low yields, however,
indicates that fertilisers remain seriously under-used.
The production of food crops (including bananas,

roots and tubers) partly recovered in 2004, with a
further positive outlook for the medium term as the
government’s efforts i) to promote the use of improved
seeds, ii) to increase productivity and iii) to expand
cultivated areas are slowly bearing fruit.
In real terms, the industrial sector grew by 5.5 per
cent in 2004, mainly thanks to the strength of
manufacturing, which increased by 6.3 per cent. The
service sector grew at a rate of 7.1 per cent in 2004 on
the strength of transport and communications, growing
at 11.6 per cent, and the finance, insurance, real-estate
and business sub-sectors, growing at 11 per cent. On
the other hand, tourism and government services nearly
stagnated.
The increased growth in several economic sectors
mentioned above stimulated an increase in the growth
of private consumption in 2004 and 2005, but there
was little growth in private investment. The balance on
traded goods and non-factor services measured at
constant prices improved in 2004 but showed little
change in 2005, thus stimulating growth in 2004 but
having little effect on demand in 2005. Meanwhile, the
fiscal stance was expansionary in 2003 and 2004 but
became restrictive in 2005.
Compared with 2003, overall consumption
increased by 2.5 per cent in real terms in 2004 owing
to a strong increase in private-sector consumption,
while public consumption contracted, even in nominal
terms. Thus, the share of consumption in GDP

Figure 2 - GDP by Sector in 2004
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1. Due to recent changes in methodology, a total of 22.7 per cent of GDP cannot be properly allocated to sectoral shares of GDP.
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Figure 3 - Sectoral Contribution to GDP Growth in 2004
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decreased to 97.6 per cent in 2004, though it was
estimated to increase to 99.2 per cent in 2005 and
projected to once again decrease after that. The share
of total domestic investment increased from 18.4 per
cent of GDP in 2003 to 20.5 per cent in 2004, reflecting
a more than 50 per cent increase in public investment,
partially offset by a small contraction of private

investment in real terms. The share of public investment
in GDP was estimated to increase further in 2005,
while the share of private investment in GDP was
estimated to decrease further in 2005. Hence, the
overall composition of expenditures has shifted
considerably towards private and public investment
and is projected to shift further in 2006 and 2007.

Table 1 - Demand Composition

(percentage of GDP)

1997

2002

2003

2004

2005(e)

2006(p)

2007(p)

13.8
8.3
5.6

16.9
4.9
12.0

18.4
5.6
12.8

20.5
8.5
12.0

20.6
8.9
11.7

22.0
10.1
11.9

23.1
10.6
12.5

Consumption
Public
Private

104.1
9.6
94.5

100.0
11.8
88.1

100.8
15.1
85.7

97.6
12.9
84.7

99.2
13.8
85.3

98.2
14.1
84.1

96.8
13.9
83.0

External sector
Exports
Imports

-17.9
7.8
-25.7

-16.9
7.7
-24.5

-19.3
8.3
-27.6

-18.1
10.3
-28.4

-19.8
9.3
-29.1

-20.2
9.4
-29.6

-19.9
9.3
-29.2

Gross capital formation
Public
Private

Source: Domestic authorities’ data; estimates (e) and projections (p) based on authors’ calculations.
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Macroeconomic Policies
Fiscal Policy
Rwanda’s large development needs continue to be
reflected in an excess of government expenditures over
revenues, mostly financed by a large inflow of aid,
which is provided now mainly in the form of grants.
For the years 2001 to 2004, 39 per cent of Rwanda’s
ordinary budget and 78 per cent of its development
budget were financed by foreign aid. The share of total

government expenditures in GDP increased from
24.1 per cent in 2003 to 26.1 per cent in 2004 and
was estimated to increase to 26.3 per cent in 2005. The
2004 increase in total government expenditure was
due for a sharp increase in the share of capital
expenditures, which increased from 5.6 per cent of
GDP in 2003 to 8.5 per cent in 2004, while the share
of current expenditures decreased from 18 per cent in
2003 to 15.9 per cent in 2004. For 2005, the shares
of both capital and current expenditures in GDP were
estimated to increase moderately.

Table 2 - Public Finances
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(percentage of GDP)

1997

2002

2003

2004

2005(e)

2006(p)

2007(p)

Total revenue and grantsa
Tax revenue
Grants

17.2
9.8
6.8

19.4
11.5
7.2

21.6
12.7
8.1

25.9
12.8
12.0

25.7
12.9
11.7

25.9
13.0
11.9

25.0
13.2
10.8

Total expenditure and net lendinga
Current expenditure
Excluding interest
Wages and salaries
Interest
Capital expenditure

19.6
11.5
10.2
5.1
1.2
8.3

21.3
16.3
15.3
4.9
1.0
4.9

24.1
18.0
16.8
4.9
1.2
5.6

26.1
15.9
14.8
4.6
1.1
8.5

26.3
17.2
15.9
4.5
1.3
8.9

27.1
16.9
16.2
4.5
0.8
10.1

27.1
16.4
16.0
4.4
0.4
10.6

Primary balance
Overall balance

-1.2
-2.5

-0.9
-1.9

-1.3
-2.5

0.9
-0.2

0.8
-0.5

-0.4
-1.1

-1.6
-2.0

a. Only major items are reported.
Source: Domestic authorities’ data; estimates (e) and projections (p) based on authors’ calculations.

Within current expenditures, the shares of defence
and security expenditures continue to decrease from a
high of 3.3 per cent of GDP in 2001 to 2.3 per cent
of GDP in 2004 and were projected to decline slightly
further in 2005. The share of the wage bill in GDP also
decreased from 4.9 per cent in 2003 to 4.6 per cent in
2004 and was estimated to decrease further in 2005.
The 2004 decrease in the share of current expenditures
was mainly due to a drastic cut in exceptional
expenditures from 4.1 per cent of GDP in 2003 to
2.3 per cent of GDP in 20042.
The share of total government revenues (excluding
grants) in GDP increased from 13.5 per cent in 2003
to 13.8 per cent in 2004 and was programmed to reach

14.6 per cent in 2005. The increase was supported by
increased tax revenues resulting from a number of
reforms, including broadening in coverage of the valueadded tax and increasing its rate from 15 per cent to
18 per cent in July 2002, and from the re-organisation
of Rwanda’s tax administration. Furthermore, the
government has further intensified the systematic
collection of profit remittances and cumulative arrears
from public enterprises as well as the service payments
on debt on-lent to other enterprises.
The overall budget deficit, excluding grants,
increased significantly in 2004, reaching 12.2 per cent
of GDP, nearly two percentage points higher than in
2003. The share of the overall budget deficit in GDP,

2. Exceptional expenditures were introduced in 1998 to cover spending on assistance to victims of the genocide, the demobilisation and
reintegration of soldiers, civil-service reform, education assistance to returning refugees and the establishment of governance institutions.
It is projected that these exceptional expenditures will be reduced to about 1 per cent of GDP by 2007.
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excluding grants, was increased in 2005 and is expected
to increase further in 2006, before decreasing in 2007.
The overall deficit including grants, however, amounted
to only 0.2 per cent of GDP in 2004 (down from
2.3 per cent of GDP in 2003), and 0.5 per cent of GDP
in 2005.
Monetary Policy
Throughout the last ten years, Rwanda adopted
far-reaching reforms to make monetary policy more
effective, including the rehabilitation of the National
Bank of Rwanda (NBR, Rwanda’s central bank), the
adoption of a new central-bank law and the introduction
of indirect monetary policy instruments. The main
aim of Rwanda’s monetary policy is to reduce relatively
high inflation rates by conducting a prudent monetary
policy. Nevertheless, monetary aggregates grew strongly
during 2003 and 2004 due to a higher-than-anticipated
financing of the budget deficit by the banking sector,
and an increase in bank lending to public enterprises
and investment projects. Broad money (M2) increased
by 15.2 per cent during 2003 and by 12.1 per cent
during 2004, which, together with low agricultural
output and increasing oil prices, resulted in relatively
high inflation rates of 7.7 per cent in 2003 and 10.2 per
cent in 2004. While broad money continued to grow
fast at the beginning of the year, the NBR has taken
actions to reduce inflation by reducing the excess
reserves of the banking sector and monitoring credit
growth in the private sector. It was estimated that these
actions, together with increased food production, would
bring Rwanda’s inflation rate down to about 6 per cent
by the end of 2005. The NBR has targeted a lower rate
of inflation of about 4 per cent for 2006 and 2007.
Since 1995, Rwanda has moved towards increasingly
market-determined interest rates and exchange rates.
Weekly foreign exchange auctions were introduced in
January 2001, whereby the NBR offers a predetermined
amount of foreign exchange on a marginal price basis
and intervenes occasionally to smooth out disturbances.
Nonetheless, the fragile health of some commercial
banks restricted their participation in the inter-bank,
securities and foreign-exchange markets. The
government has therefore taken actions to improve the
© AfDB/OECD 2006

performance of the banking sector. It sold its majority
shares in the Commercial Bank of Rwanda (BCR) to
the United Kingdom (UK)-based Actis Group and
those in the Continental African Bank of Rwanda
(BACAR) to the Kenya-based Fina Bank. Starting in
May 2005, the NBR allowed banks to lend in foreign
exchange to exporters. The government has also sought
to enhance the effectiveness of the NBR and continues
with its efforts to bring commercial banks into
compliance with prudential regulations. For example,
in May 2005, it suspended the chairman of a bank that
had continued to breach prudential regulations. While
the level of official reserves fell from the equivalent of
six months of imports in 2002 to five months of imports
in 2003 due to a drought-related increase in imports
and decrease in exports, as well as to delays in
disbursement in budgetary assistance by various donors,
it slowly improved through 2004 and reached nearly
six months of imports at the end of June 2005.
External Position
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Rwanda’s relatively open trade regime exposes the
country to considerable fluctuations in world prices of
imports and exports. Largely due to increases in oil
prices, Rwanda’s imports (expressed in $) grew by 4 per
cent in 2003, 12.5 per cent in 2004 and an estimated
33.3 per cent in 2005 as a result of increased dependence
on thermal energy. In terms of GDP shares, imports
of goods increased to 14.9 per cent in 2004 and an
estimated 15.8 per cent in 2005. Meanwhile exports
(expressed in dollars) contracted by 6.3 per cent in
2003. They then increased by more than 50 per cent
in 2004 but were estimated to grow by only 2.1 per
cent in 2005. In terms of GDP shares, exports increased
from 3.7 per cent in 2003 to 5.3 per cent in 2004
before decreasing to an estimated 5.1 per cent in 2005.
Hence, while the current-account deficit decreased
significantly from 2003 to 2004, it was estimated to
increase in 2005 to 22 per cent of GDP if excluding
official transfers and to 9 per cent of GDP if including
official transfers. The situation is not expected to
improve significantly within the next few years. Rwanda
has doubled its net inflows of foreign direct investment
(FDI) from 1.5 per cent of gross fixed capital formation
(GFCF) in 2003 to 3 per cent of GFCF in 2004. FDI
African Economic Outlook
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inflows to Rwanda, however, remain among the lowest
in Africa.
Rwanda’s main exports are coffee, tea and coltan.
World coffee prices continued to increase in 2004,
stimulating an increase in coffee production. Thus, the
export volume of coffee, which is Rwanda’s main cash
crop, increased by more than 80 per cent from 2003 to
2004. At the same time, Rwandan coffee farmers continue
to shift their production from low- to high-quality coffee
in order to achieve premium prices. The export volume
of tea, which is Rwanda’s second most important cash
crop, declined by about 9 per cent from 2003 to 2004,

reflecting the fact that Rwandan tea prices increased
only marginally in 2004, which motivated some farmers
to shift to the production of coffee. Weather conditions
were on balance favourable in 2005, but prices for tea
and coffee stagnated, discouraging further expansion of
production. Thus, export volumes for coffee and tea are
estimated to remain broadly at 2004 levels. Due to the
recovery of world prices in coltan in 2004, Rwanda was
able to double its exports of coltan from 2003 to 2004.
Given, however, that Rwandan coltan is usually not
competitive in world markets due to Rwanda’s high
extraction costs, the medium-term outlook for Rwanda’s
coltan exports is not optimistic.

Table 3 - Current Account
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(percentage of GDP)

1997

2002

2003

2004

2005(e)

2006(p)

2007(p)

Trade balance
Exports of goods (f.o.b.)
Imports of goods (f.o.b.)
Services
Factor income
Current transfers

-10.0
5.0
-15.0
-8.8
-1.8
15.5

-9.7
3.9
-13.6
-7.2
-1.1
11.2

-10.7
3.7
-14.5
-8.5
-1.8
13.3

-9.6
5.3
-14.9
-8.5
-1.9
17.1

-10.7
5.1
-15.8

-11.1
5.1
-16.2

-10.8
5.0
-15.8

Current account balance

-5.0

-6.7

-7.8

-2.9

Source: Domestic authorities’ data; estimates (e) and projections (p) based on authors’ calculations.

Figure 4 - Stock of Total External Debt (percentage of GNI)
and Debt Service (percentage of exports of goods and services)
■ Debt/GNI
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Given the importance of export-led growth for
Rwanda’s economic future, it is vital for efforts to be
stepped up in strengthening and implementing the
country’s international trade strategy. The strategy that
had initially been developed in 2004 is currently being
adjusted based on the results of a diagnostic study
under the trade-related integrated framework. Actions
have been taken to establish an export-processing zone
(EPZ), and negotiations are in progress for Rwanda to
join the East African Community (EAC) and the
Southern African Development Community (SADC).
Rwanda reached its enhanced completion point
under the Heavily Indebted Poor Country (HIPC)
initiative in April 2005. Total debt relief under the
Enhanced HIPC Initiative from all of Rwanda’s creditors
is estimated at $1.4 billion in nominal terms. This
assistance is equivalent to a reduction in net present value
(NPV) terms of $695.5 million. In the first ten years
after reaching the completion point, Rwanda is expected
to save approximately $48 million annually in debtservice costs. Given that close to 90 per cent of Rwanda’s
external debt is to multilateral creditors, the recently
agreed 100 per cent debt cancellation on all debt owed
to the African Development Fund (ADF), the
International Development Association (IDA) and the
International Monetary Fund (IMF) will significantly
improve Rwanda’s external-debt sustainability.

Structural Issues
Recent Developments
Rwanda has taken action to address the critical
issue of sustainable rural development. A new land law
that improves the land-tenure and property rights was
approved by parliament in mid-2005 and signed into
law in November 2005. The successful implementation
of the law is tantamount to defining the land-tenure
types that will exist in the future, which is essential for
creating a more favourable investment climate for
agricultural development. Specific training will be
needed in a number of areas, including market
transactions, mortgages, the legal elements of titling and
registration, dispute resolution and land-use planning
© AfDB/OECD 2006

for the new law to generate maximum economic
benefits. To ensure environmental sustainability of the
rural development strategy, the government created
the Rwanda Environmental Management Agency
(REMA), which implements the nation’s policy for
environmental protection, giving priority to developing
an information system and strengthening institutional
arrangements for environmental management.
In an effort to enhance effectiveness across all
public-service agencies, Rwanda has continued to
implement the public-service reform it began in 2003.
The strategy clarifies broad functional requirements
and provides a strong framework for identifying needs,
budgeting, managing and evaluating capacity-building
programmes. The public-sector capacity-building
programme is an integral part of the reform programme.
Nonetheless, it is the private sector that is regarded as
the engine for Rwanda’s economic growth, and the
government is committed to creating an enabling
environment for its development. Strategic measures
undertaken include a “one-stop shop” for investors,
the refinement of the investment code, restructuring
of the centre for support of small and medium-sized
enterprises Centre d’Appui aux Petites et Moyennes
Entreprises (CAPMER), the institution of an Arbitration
Centre dealing with commercial disputes, the
establishment of a Commercial Chamber, the drafting
of a new Accounting Law and the establishment of
three commercial courts. Final steps are also underway
for the institution of a National Accounting
Commission and Regulation Agency for the profession.
The Rwanda Utilities Regulatory Agency (RURA) as
well as the National Bureau of Standards are fully
operational.
Nonetheless, Rwanda’s business environment faces
severe constraints related to a lack of human capital and
to structural bottlenecks, especially in terms of high
transport costs and energy shortages. Based on the
World Bank report Doing Business in 2006: Creating
Jobs, Rwanda ranks 139 out of a total 155 countries
covered. Of the 36 sub-Saharan African countries
covered, Rwanda ranks 22. Of the ten areas covered in
the report, Rwanda’s main problem areas, contributing
to the relatively low ranking, are the heavy burdens on
African Economic Outlook
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business related to getting credit and trading across
borders, and the closing of failed businesses.
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Rwanda enacted a Privatisation and Public
Investment Law in 1996. This law gave the government
powers to liquidate, restructure and divest, partially
or wholly, any public enterprise that was classified as
non-performing. Privatisation of public enterprises
took effect in 1998, with a total of 90 public enterprises
earmarked for privatisation. At the end of October
2005, 53 enterprises had been privatised. At that time,
the latest privatisation was that of the
telecommunications company RwandaTel. Seven
enterprises were in the final stages of being privatised,
another seven had been liquidated and 23 were yet to
be privatised (including the mining company Redemi,
the printing and stationary company Imprisco, and
the transport company Onatracom). While
privatisations have been carried out across all sectors,
current efforts concentrate on tourism. In an effort to
promote tourism in Rwanda, a number of formerly
state-owned hotels, including Hotel Diplomate (now
Intercontinental Hotel), Hotel Izuba (now Kivu Sun
Hotel) and Hotel Akagera, have been renovated and
either privatised or put under private management.
The key focus areas of Rwanda’s strategy to improve
the country’s infrastructure are water, energy and
transport infrastructure. The government is undertaking
specific projects to increase the supply of clean water
in urban areas. The water-sector strategy aims at
increasing the supply of this vital public utility and access
to it. Recent progress includes a draft law on waterresource protection as well as the establishment of a
geographic information management system (GIS) for
the water sector. The water supply system, however, still
requires extensive upgrading and rehabilitation in order
to be consistent with the government’s long-term
objective of increasing the current access rate to drinking
water of nearly 60 per cent to 85 per cent in 2015. The
government has started to contract private firms to
ensure the long-term sustainability of the rural watersupply systems while strengthening the decentralisation
of water sources management. The Urban Water Supply
and Sanitation (UWSS) programme will increase urban
coverage from 73 per cent to 78 per cent and is
African Economic Outlook

anticipated to reduce leakage from 43 per cent to 23 per
cent by 2007. Another programme aimed at increasing
sanitation and hygiene education in schools and at
home has also been initiated.
In the energy sector, the chronic shortage of
electricity was aggravated in 2004 and 2005 by sharply
increasing oil prices. The government has undertaken
measures to improve rural electrification through the
development of micro-plants and/or the extension of
the distribution network, including measures to facilitate
the use of solar energy. There is recognition that the
long-term solution to the chronic shortages is the
increased production of electricity and the exploitation
of new and renewable sources of energy. Meanwhile,
in the short to medium term, Rwanda still depends on
imports of energy and fuel at high prices. Although the
current energy crisis was partially addressed through
the purchase of generators in 2004, the purchase and
storage of the fuel needed to run these generators will
have continuing implications for the future. This is
also expected to increase the cost of electricity, which
will have implications for the rural-electrification policy.
It is thus envisaged to subsidise a “lifeline” tariff for lowuse customers. Wood energy represents approximately
94 per cent of Rwanda’s energy sources. It is the most
accessible resource for the majority of the population,
whose purchasing power is still very low. Negotiations
with private companies on the extraction of methane
gas are in the final stages, and production of electricity
and related gas products is expected to begin by 2006.
In March 2005, the government entered into a joint
venture with a foreign consortium to exploit the
considerable methane-gas reserves of Lake Kivu.
Transport Infrastructure
Landlocked and covered by a hilly terrain, Rwanda’s
transport infrastructure development is more challenging
than that of most African countries, both for domestic
and international links, especially since the 1994 war
and genocide devastated the country’s transport
infrastructure. Considering the four modes of transport
– road, rail, air and water – Rwanda is heavily reliant
on road transport. Rail is totally non-existent, while
water and air modes are just marginally utilised. During
© AfDB/OECD 2006
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the last ten years, Rwanda has undertaken tremendous
policy reforms and investments that have laid a strong
foundation to improve its transport infrastructure.
While mainly donor-funded and concentrating on
road construction and repairs, transport networks have
improved national service delivery in the country and
improved internal market access.
Rwanda’s road transport is made up of a
14 000 kilometre-long road network, servicing some
34 500 vehicles at an average of 2.5 cars per km and
an average road density of 1.7 km/1 000 inhabitants.
While only 19 per cent of the classified network is
paved, road transport in Rwanda accounts for 90 per
cent of the entire transport system. Although a basic
network of roads exists, especially between Kigali and
other major cities, there are considerable gaps in rural
areas, which hamper agricultural growth. For its road
surface connection with the external world, Rwanda
uses two corridors: the so-called Northern and Central
Corridors. The Northern Corridor links Rwanda to the
Port of Mombasa (Kenya) through Uganda and entails
a distance of 1 800 km. The Central Corridor links
Rwanda to the Port of Dar es Salaam (Tanzania), across
a distance of 1 400 km. The state of both corridors has
deteriorated in the last few years due to insufficient
maintenance relative to the increasing traffic volume,
raising already high transport costs for Rwanda. In
recent years, Rwanda’s interest in the Central Corridor
has increased as a result of improved services delivery
at the port of Dar es Salaam. It is in this regard that
Rwanda plans to develop a container terminal at the
Isaka railway junction in Tanzania, 450 km from Kigali.
In the long run, however, a more cost-effective access
to the Tanzanian coast is envisaged through a railway
extension.
Air transport in Rwanda plays the dual role of
enhancing economic integration in regional and global
markets and of promoting tourism. Air-transport
infrastructure comprises one international airport,
which serves the capital, Kigali, and five airfields, three
of which are fully operational. The Kigali International
Airport has a passenger capacity of up to 500 000
annually but currently handles an average of only
140 000. It is served by five international airlines as well
© AfDB/OECD 2006

as one national carrier. Owing to limited competition
and a small market, the cost of Rwanda’s air transport
is higher than international averages. With a view to
improve the country’s air services, Rwanda has just
completed an overhaul of the Kigali International
Airport with a repaved and extended runway, a new
taxiway, an increased aircraft parking area, new
navigational aids, fire-fighting equipment and a
refurbished lighting system. Plans to redevelop the
Kamembe Airport in the south-west of the country
are also underway, to make it the second international
airport of the country. Within the framework of a new
vision of the fast growing City of Kigali, the long-term
plans include the construction of an alternative and
larger international airport in Bugesera, some 50 km
away from Kigali.
Rwanda is endowed with several lakes and rivers,
but only Lake Kivu is fully navigable by both passengers
and goods. It covers a distance of 120 km and serves
three towns: Gisenyi to the north, Kibuye to the centre
and Cyangungu to the south. Following the improved
security and promise of peace in the Democratic
Republic of Congo (DRC), water transport on Lake
Kivu has sparked some interest, prompting the
government to initiate a programme to promote and
encourage private-sector investment in its development.
The main challenge to this strategy, however, is an
absence of a boatyard for boat, tug, and barge
maintenance and repair. A study on the economic
viability of such an investment ought to be seen as a
prerequisite to exploiting the full potential of water
transport on Lake Kivu.
The entire transport infrastructure in the country
is state-owned, including the airports and airfields.
The government’s decentralisation policy, however, has
devolved the responsibility for development and
maintenance of local unpaved and communal roads to
the local authorities. On the other hand, the interprovincial and city roads are maintained by private
contractors through a road maintenance fund, financed
from vehicle registration fees, fuel-tax levies and axleload fines. A road-maintenance agency was proposed
and is due to commence operations in 2006. Rwanda’s
transport policy rests with the Ministry of Infrastructure,
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which is charged with two goals: i) to enhance the
country’s integration into the regional economy ; and
ii) to improve the availability and quality of local
transport infrastructure. Numerous initiatives are
underway, including attempts to seek alternatives to the
dominant road transport. Rwanda is active in regional
New Partnership for Africa’s Development (NEPAD)
programmes, which provides a framework for the
country’s regional integration strategy. Although the
emphasis of the road-transport strategy is on the
conservation of existing roads, the present state of the
Rwandan road network requires extension. In this
respect, a variety of technical studies for the construction

of new roads has been undertaken. At the same time,
adequate financing for the construction and
maintenance of feeder and communal roads needs to
be ensured in the decentralisation process.
Looking back to the transport-sector situation as
it was at the end of 1994, Rwanda has done remarkably
well thanks to the generous support of its development
partners. Nonetheless, Rwanda has started to search for
alternative financing sources for its medium- and longterm infrastructure investments. One such alternative
is the promotion and encouragement of private-sector
investment in transport infrastructure. The other is an

Rwanda’s Labour Intensive Local Development Programme (PDL HIMO)3
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In November 2003, the President of Rwanda launched a new programme with the objective to contribute
to poverty reduction by carrying out employment-intensive and income-generating investments using local
resources. The HIMO approach: i) creates jobs with a view to reduce rampant unemployment; ii) provides
infrastructure that is urgently needed for rural development; iii) protects and conserves the environment;
iv) achieves the demobilisation and reintegration of soldiers and; v) increases revenues and purchasing
power within the rural areas. The approach appears to be a sure way to increase the demand for nonagricultural goods and services, a demand that in itself can induce the emergence of non-agricultural activities
and the creation of non-primary activities in the rural areas.
HIMO initiatives are equally expected to contribute to the improvement of the incomes of women, young
people and the poor, and to stimulate the spirit of saving and the capacity to invest in rural areas. Hence,
all HIMO activities are complemented by significant training and savings programmes. The accumulated
savings of HIMO employees can then be used as start-up capital for income-generating investments following
the completion of a HIMO project. The HIMO programme is projected to provide 322 000 direct jobs
and 564 000 induced jobs during the five-year period of the programme. The typical wage of HIMO-project
employees amounts to RWF400 (Rwanda francs, about $0.80) per day. The projected total cost of the
PDL-HIMO programme is estimated at approximately $220 million, about 90 per cent of which is expected
to be provided by donors through Rwanda’s Common Development Fund (CDF).
With regard to the provision of transport infrastructure, HIMO aims at: the building of bridges; the
rehabilitation, improvement and maintenance of rural roads and; the pavement of streets in urban/suburban
impoverished areas. The first HIMO infrastructure project assisted one of the poorest districts of Rwanda
(Mudasomwa) by fully rehabilitating a 12.5 km-long rural trail connecting three rural centres (Gasarenda,
Mushishito and Gakoma). Work for this project began on 26 November 2004 and was completed on
14 October 2005. The project employed about 600 workers. The total costs of the project amounted to
about $120 000 (RWF61 million).

3. PDL HIMO stands for Programme de développement local a haute intensité de main-d’œuvre.
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ingenious initiative to stimulate local labour-intensive
programmes to develop communal transport roads
and bridges through Rwanda’s Labour Intensive Local
Development Programme (PDL-HIMO); see box.
Nonetheless, the main responsibility for at least coordinating Rwanda’s transport infrastructure will remain
with the central government.

Political and Social Context
Rwanda is a relatively safe country in a turbulent
vicinity that must constantly weigh its need for internal
and external security against the need for the
democratisation and decentralisation that the country
requires to achieve sustainable development. Regarding
regional peace, there has been continued progress
following the signature in August 2004 of an agreement
between the DRC, Rwanda and Uganda to pacify the
region with the disarmament of all armed groups
operating in the three countries. On 20 November
2004, African leaders from eleven Great Lakes countries
also signed the broader Dar es Salaam Declaration, a
United Nations (UN)-backed peace framework for the
Great Lakes region. Nevertheless, the Rwandan
Interahamwe militia operating in the DRC and accused
of participating in the 1994 genocide have maintained
unabated presence despite the agreement to disarm.
Looking forward, improving regional stability in the
Great Lakes region will be a key factor for achieving
the country’s development potential.
Rwanda has made considerable progress towards
increasing the participation of its people in public life.
Supporting policies and institutions have been
established, including a decentralisation policy and the
adoption of a new Constitution in May 2003. The
subsequent presidential and first-ever multi-party
parliamentary elections saw the election of President
Kagame and an unprecedented 49 per cent of women
legislators. Before the adoption of the new constitution,
the government released about 25 200 detainees, mostly
persons who had confessed to committing genocide,
an action in the spirit of appeasement and national
reconciliation. Another group of 30 000 persons who
had mainly confessed their role in the genocide were
© AfDB/OECD 2006

also released in 2005, just as the transitional justice
system known as Gacaca was beginning its activities
nation wide after two years of pilot trials.
Despite achievements in electing women in decisionmaking positions, gender gaps remain important in
Rwanda, all the more so in rural areas. The Human
Development Report (HDR) 2005 of the United
Nations Development Programme (UNDP) ranked
Rwanda 122 out of 140 countries in the gender-related
development index (GDI). Female-earned income
amounts to 62 per cent of male-earned income. The
authorities are very actively promoting gender equality
and the empowerment of women, including through
the institution of a Ministry of Gender and Women
in Development, which is mandated to spearhead the
elimination of gender imbalances in all sectors. In
addition, grassroots-based National Women Councils
were recently set up. A law on succession and
matrimonial regimes was enacted to improve the rights
of women with regard to property rights. Besides
ratifying the international convention against all forms
of discrimination, gender-awareness campaigns have
been undertaken throughout the country. A National
Gender Policy has made gender empowerment and
inclusiveness a constitutional requirement. Many publicsector institutions have started to review their structures,
behaviour and human capital to make them conform
to the gender-related provisions of the Constitution.
Rwanda is an active participant in NEPAD
programmes and, together with Ghana, is one of the
first two countries to undergo external review under
the African Peer Review Mechanism. A draft report to
underpin the review was presented at the Forum of
Heads of State and Government meeting in Abuja,
Nigeria in June 2005. The actual peer review was
expected to be undertaken in January 2006. The
government continued throughout 2005 to promote
financial accountability among its officials, while also
exercising experimental fiscal initiatives to reduce public
spending. For example, a new policy was passed in
early 2005 to abolish all government vehicle fleets. A
number of outsourcing measures to private businesses
have also been introduced for some government services.
The decentralisation policy was also revised in 2005,
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reducing the number of provinces from 12 to 5 and
that of districts from 106 to 30. Sub-districts, which
form the primary local development anchor, have also
been reduced from more than 1 000 to about 400. All
this is expected to improve fiscal responsibility and
liberate budgetary resources for economic development.
Fiscal decentralisation to local government, however,
has been relatively disappointing; only slow progress
has been made towards meeting the target of 10 per
cent of net domestic income devoted to the CDF,
which is one of the principal sources of revenue for local
government.

442

Rwanda’s first Poverty Reduction Strategy Paper
(PRSP), which was completed in June 2002 after
extensive consultations with civil society, is based on
six strategic pillars: i) rural development and agricultural
transformation, ii) human development, iii) economic
infrastructure, iv) good governance, v) private-sector
development and vi) institutional capacity building. In
the future, it will be important to make further progress
in monitoring and reporting on progress within sectors,
and in requiring improved evidence-based analyses to
support prioritisation of development goals. Detailed
analysis of poverty reduction progress carried out in
consultation with other partners will, in fact, be required
to underpin the new PRSP, which is in its final stages
of formulation. Nonetheless, poverty remains high in
Rwanda, even as the ongoing household livingconditions survey is expected to register some
improvement compared with the latest country-wide
data of 2000. In the UNDP HDR 2005, Rwanda
ranks 159 out of 177 countries in terms of human
development, even though Rwanda’s Human
Development Index (HDI) has improved significantly
from a low 0.34 in 1995 to 0.45 in 2003.
HIV/AIDS continues to take a heavy toll despite
significant efforts – with the support of the donor
community – to expand HIV/AIDS services throughout
the country. As of the end of 2004, 48 service centres
offered Voluntary Counselling and Testing (VCT) and
59 service centres offered Prevention of Mother to
Child Transmission (PMTCT), an approximately 20 per
cent increase since the end of 2003, with the number
of VCT centres expected to increase further to 180 by
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the end of 2005. According to the Joint United Nations
Programme on HIV/AIDS (UNAIDS) update of
December 2005, Rwanda’s epidemic appears to have
stabilised at the national aggregate level (reporting an
adult HIV prevalence rate of 5.1 per cent), but differing
localised trends are visible, with HIV prevalence in
pregnant women rising in some places, staying stable
in others and decreasing in a few locations (such as
Gikondo, a Kigali suburb). Overall, HIV prevalence
is more than twice as high in urban areas (6.4 per cent
median prevalence in 2003) as in rural areas (2.8 per
cent), with Kigali by far the worst-affected despite
some evidence of declining infection levels in 1998-2003
among pregnant women younger than 35 years of age.
The prices of antiretroviral (ARV) drugs have been
continuously reduced, and the number of people
receiving ARV therapy rose from 8 700 in 2004 to
more than 13 200 by June 2005 and to 17 500 by the
end of the year. There are evident signs of progress as
the preliminary November 2005 results of a
Demographic and Health Survey Plus (DHS+) show
a reduced national prevalence rate of 3 per cent among
adults.
There are a number of important improvements in
a variety of social indicators, notably in the area of
education and health. While health indicators
deteriorated sharply in the early 1990s, considerable
progress has been made since 1995, though some
indicators have not yet reached the levels that were
already achieved in 1990. For example, while the underfive mortality rate stood at 141 per 1 000 live births
in 1990, it rose sharply to 219 during the genocide and
stood at 196 in 2000. By mid-2005, it had improved
to 152. After the immunisation campaign was restarted
in 1995, it reached a coverage of close to 70 per cent
in 1997 then deteriorated to less than 50 per cent in
1999 due to the lack of supervision and monitoring.
Alarmed by the sudden rise in reported cases of measles,
a new campaign and improved monitoring has resulted
in 2004-05 immunisation rates of 87 per cent. The
immunisation coverage for Diphtheria, Pertussis and
Tetanus (DPT3) has been the most successful in recent
years, reaching close to 93 per cent in 2004. Thanks
to the Rwanda Expanded Programme for Immunisation
(EPI), the immunisation coverage for DPT3 was
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expected to reach 97 per cent in 2005. Malaria remains
the major cause of children’s mortality, followed by
acute respiratory infections and diarrhoeal diseases.
Malnutrition and micro-nutrient deficiencies also
remain serious problems in Rwanda, even though the
rate of severe malnutrition for children under five was
reduced from 29 per cent in 1990 to about 24 per cent
in 2000, and then it registered a steady improvement
to 19.2 per cent by mid-2005.
With regard to progress made in the education
sector, the net primary enrolment rate rose from 73.3 per
cent in 2001 to 74.5 per cent in 2002, 80 per cent in
2003, 84 per cent in 2004 and 93.3 per cent in 2005,
and the number of primary schools increased from
2 143 in 2001 to 2 191 in 2004. With regard to
secondary education, enrolment ratios are also increasing
and transition rates from primary to secondary
education have shown encouraging improvements,
rising from 43 per cent in 2002, to 54 per cent in
2003, to 57 per cent in 2004 and 60 per cent in 2005
(in both public and private schools). While the share
of girls in primary education is on par with that of boys,
the rate of girls enrolled in secondary schools is, at
48 per cent, slightly below parity. The quality of primary
and secondary education remains poor, mainly due to
a shortage of qualified teachers, a heavy curriculum and
the lack of appropriate instructional material. While
the proportion of qualified primary-school teachers
has increased from 81 per cent in 2002 to 85 per cent
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in 2003 and to 87 per cent in 2004, the continued
shortage of qualified teachers has led to large classes and
a double-shift system. The qualitative problems are
reflected in sizeable gaps between enrolment, attendance
and completion rates. Drop-out rates were at 14.2 per
cent and repetition rates at 32 per cent in 2003, then
went down to 19 per cent in 2005. Beginning in 2003,
Rwanda eliminated all fees on primary education. In
the same year, it finalised the Education Sector Strategic
Plan (ESSP) for 2003-08. The ESSP is a forwardlooking, rolling development plan intended to make
the education sector policy operational.
In tertiary education, the main recent developments
include the passing of the Higher Education Bill and
the establishment of the Students Financing Agency for
Rwanda (SFAR), which are expected to improve
governance of the tertiary-education sector whilst
increasing private participation and allowing increased
access for those from poor households. Complementing
the six public higher-learning institutions, five private
higher-learning institutions were opened since 2003,
bringing the total number of private higher-learning
institutions to nine. Most of the Youth Training Centres
(for vocational training), however, are inadequately
funded and need rehabilitation. The long-term
education strategy stresses the priority of having one
well-equipped and well-staffed technical school in each
province and at least one vocational-training centre in
each district.
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