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• Following slow growth in the first two quarters of 2017, 
Rwanda’s economy has rebounded mainly due to the 
good performance of the agriculture sector, which both 
helped support economic growth and contributed to the 
easing of food prices and inflation in general.

• Despite this progress, the Rwandan economy remains 
vulnerable to external shocks and fiscal risks. The main 
downside risks to Rwanda’s economic outlook comprise 
weather shocks and their negative impact on the 
country’s rain-dependent agriculture sector.

• As a result of policies implemented to improve the 
business environment and competitiveness, Rwanda 
was ranked the second easiest place to do business in 
sub-Saharan Africa and the 41st globally. 

 
OVERVIEW

Rwanda’s economy has rebounded from the low growth experi-
enced in the first two quarters of 2017, reaching an annual GDP 
growth of 6.1%. 2017 saw a decline in external imbalances. After 
a slowdown in the first two quarters of 2017, economic growth 
recovered in the last two quarters of the last two quarters of 
2017 led by agriculture and services (See Table 2). After spiking 
in early 2017, headline inflation declined rapidly as food supplies 
recovered from the drought late in 2018. Headline inflation is 
expected to remain low in the first two quarters of 2018 but could 
gradually pick up over the course of 2018 as growth accelerates.

Within the external sector, Rwanda’s formal trade deficit 
reduced by 21.7% in 2017 due to the recovery of international 

commodity prices and also due to the increase in the volumes 
of some non-traditional exports such as products of milling 
industry, minerals, and textiles. In 2017, total exports receipts 
increased by 57.6% while export volumes increased by 36.2%. 
The increase in exports value was attributed to good perfor-
mance in all the main categories of exports.

On the monetary side, the National Bank Rwanda (NBR) main-
tained an accommodative monetary policy stance in order to 
continue supporting the financing of the economy by the bank-
ing sector, given that both inflationary and exchange pressures 
remained subdued in 2017. Consequently, outstanding credit to 
the private sector increased by 13.9% in 2017 against 9.1% in 2016.
 
Exchange rate pressures eased due to the improvement in 
Rwanda’s export receipts in line with a continued recovery in 
international commodity prices, diversification of exports, as 
well as the decline in the import bill. As a result, the Rwandan 
franc (RWF) depreciated by 3.07% against the USD in 2017 
compared to a depreciation of 9.7% in 2016.

However the Rwandan economy remains vulnerable to external 
shocks and fiscal risks. The main downside risks to Rwanda’s 
economic outlook are weather shocks and their negative impact 
on the country’s rain-dependent agriculture sector. Given that 
Rwanda exports predominately unprocessed raw materials, 
swings in international prices might reduce export earnings and 
increase external sector vulnerabilities. Authorities are drafting 
a revised medium-term development strategy with the goal 
of achieving middle income status by 2035. To achieve the  
country’s goal, it will be important to boost the role for the pri-
vate sector to serve increasingly as the main engine for growth 
and investment. 
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RECENT DEVELOPMENTS  
AND PROSPECTS 

Real sector/economic growth 
After slow growth averaging 4.6% in the first three quarters of 
2017 (compared to 7.3% in the corresponding period of the pre-
vious year), Rwanda’s economy rebounded in the fourth quarter 
of 2017, posting a GDP growth rate of 10.5%. Overall, Rwanda’s 
economy grew by 6.1% in 2017 exceeding the 5.2% projection 
which had been set earlier in the financial year. Real GDP per 
capita growth also increased from 3.5% in 2016 to 3.7% in 2017 
and is projected to increase further to 4.1 in 2018 (see Table 1). 
In addition, the current account deficit as a percentage of the 
GDP decreased from -14.3% to -14.1% while the budget deficit 
remained at -4.8% of GDP between 2016 and 2017, indicating a 
reduction in external imbalances (see Table 1). 

Growth in 2017 was mostly driven by agriculture, industry and 
services which contributed 33%, 14.5%, and 51.8% to GDP 
respectively (see Table 2). Agriculture, industry and services 
posted positive growth rates in the fourth quarter with agricul-
ture and industry growing 10% while services grew by 11%. 
Growth in the agriculture sector was driven by a good harvest 
of crops in the fourth quarter of 2017, while growth in industry 
was driven by a 51% increase in mining and quarrying products 
during the same period.

Within the manufacturing sector, food processing increased by 
16% driven by processing of cereals while textiles, clothes and 
leather products increased by 19% when compared to 2016. 
This an indication that the ‘Made in Rwanda program’ might be 
beginning to have some the impact on GDP. Compared to 2016, 
growth for the service sector was driven by wholesale and retail 
trade which increased by 19%. 
 

1. The foreign trade coverage ratio is the ratio between the value of exports and that of imports between a country and its trading partners.

Over the 6 year period, the agriculture sector has expanded by 
3.2%, while services have also expanded as well. On the con-
trary, the manufacturing sector has declined. In terms of struc-
tural changes, services combined have dominated in terms of 
contribution to GDP over the last six years (see Table 2).

External sector developments
Rwanda’s formal trade deficit reduced by 21.7% in 2017 com-
pared to 2016, from USD 1 624.5 million to USD 1271.8 mil-
lion. This improvement was due to the recovery of international 
commodity prices which started in the fourth quarter of 2016. 
Another factor that led to the reduction in Rwanda’s trade deficit 
in 2017 was the increase in the volumes of some non-traditional 
exports such as milling products, other minerals, cement, and 
textiles, as well as iron and steel. In 2017, total export receipts 
increased by 57.6% to USD 943.5 million from USD 598.7 mil-
lion in 2016, while export volume increased by 36.2%. The 
increase in value is attributable to good performance in all the 
main categories of exports. Non-traditional exports (including 
milling industry products and minerals such as wrought lead, 
beryllium and iron ore) grew by 136.6%, traditional exports by 
29.6% and re-exports by 30.3%.

As a result, the recovery in commodity prices boosted formal 
exports receipts by 57.6% while formal imports value recorded 
a modest decrease of 0.4% in 2017 compared to 2016. Con-
sequently, the foreign trade coverage ratio1 improved to 42.6% 
in 2017 against 26.9% recorded in 2016. When informal cross 
border trade is included, the foreign trade coverage ratio 
improves to 46.5% in 2017 from 32.0% in 2016.

TABLE 1. Macroeconomic indicators

 2016 2017(e) 2018(p) 2019(p)

Real GDP growth 6.0 6.1 6.5 7.3

Real GDP per capita growth 3.5 3.7 4.1 4.9

CPI inflation (annual average) 7.2 4.9 5.0 4.8

Budget balance (% of GDP) -3.5 -4.8 -4.8 -6.0

Current account (% of GDP) -14.3 -14.1 -15.4 -15.7

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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Monetary sector and inflation developments 
in 2017 
Given that both inflationary and exchange pressures remained 
subdued in 2017, the National Bank Rwanda (NBR) maintained 
an accommodative monetary policy stance in order to con-
tinue supporting the financing of the economy by the banking 
sector. This accommodative monetary stance was evidenced 
by the NBR reducing its policy rate (KRR) from 6.25% in Decem-
ber 2016 to 6.0% in June 2017 and 5.5% in December 2017. 
Broad money increased by 12.3% compared to 7.6% during 
the same period in 2016. Overall, headline inflation declined to 
4.9% in 2017 from 5.7% in 2016. This decline was mainly due 
to the ease in exchange rate pressures and the significant fall in 
food inflation during the second half of the year. Food inflation 
dropped to 9.8% from 10.7% and vegetables declined to 9.5% 
from 20.1% during the same period following the improved per-
formance of the agriculture sector. 

Credit to the private sector. As a result of the monetary and 
inflation developments above, outstanding credit to the pri-
vate sector increased by 13.9% between December 2016 and 
December 2017 against 9.1% recorded in 2016. 

Fiscal issues. The government maintained a tight fiscal stance 
aimed at achieving fiscal and debt sustainability and make 
progress toward the EAC macroeconomic convergence crite-
ria in 2017. In addition the tight fiscal policy aimed at reducing 
the external current account deficit and reducing the reliance on 
external financing. As a result, the current account deficit as a 
percentage of GDP declined from -14.3% to -14.1% (see Table 1).

Outlook for 2018. Overall, the narrative above shows that 
Rwanda’s economy has rebounded from the low growth experi-
enced in the first two quarters of 2017 and external imbalances 
are declining. The good performance of agriculture in 2017 
helped to support economic growth and also contributed to the 
ease in food prices and inflation in general. The outlook projects 
no serious challenges to inflation developments given that the 
currently increasing oil prices are still below their 2015 levels.

Inflation is expected to be around 5.0% in 2018 compared to 
4.9% realized in 2017, giving room to National Bank of Rwan-
da(NBR) to continue implementing an accommodative mon-
etary policy stance to continue supporting the financing of 
the economy by the banking sector. Thus, outstanding credit 
to the private sector has been forecasted to grow by 13.0% 
while M3 growth has been projected at 14.0% by the NBR.

TABLE 2. GDP by sector (percentage of GDP)

Constant prices 2011 2017

Agriculture, forestry, fishing and hunting
of which fishing

30.1

0.4

33.3

0.4

Mining and quarrying 
of which oil

2.8

–

2.5

–

Manufacturing 6.5 6.4

Electricity, gas and water 1.5 1.8

Construction 7.2 6.3

Wholesale and retail trade; repair of vehicles; household goods; restaurants and hotels
of which restaurants and hotels

10.6

2.0

9.3

2.0

Transport, storage and communication 5.7 5.4

Finance, real estate and business services 22.0 20.2

Public administration and defence 4.6 5.0

Other services * 9.0 9.9

Gross domestic product at basic prices / factor cost 100.0 100.0

* Other services include: Education, health and social work and other services. 

Source: Data from domestic authorities.
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MACROECONOMIC POLICY

Fiscal policy 
Rwandan authorities maintained a tight fiscal policy in 2017. This 
fiscal policy stance is aimed at achieving fiscal and debt sus-
tainability and make progress toward the EAC macroeconomic 
convergence criteria in 2017. In addition the tight fiscal policy 
aimed at reducing the external current account deficit (which 
was achieved according to Tables 3 and 4). Development 
expenditure reduced by RWF 6.0 billion to RWF 771.9 billion in 
2017/2018. Domestic financed development projects increased 
by RWF 25.4 billion from RWF 434 billion in FY 2016/2017 to 
RWF 459.4 in FY 2017/2018 to allow for the purchase of stra-
tegic food stocks, construction of dams, and the Bugesera Air-
port. This fiscal policy helped safeguard macroeconomic stabil-
ity, improved prospects for long-term growth and reduced the 
current account deficit, placing external balances on a sustain-
able path over the medium term. 

As a percentage of GDP, the deficit in Rwanda’s overall bal-
ance has gradually increased from -3.5 in 2015/2016 to -4.8 
in 2016/2017 and is projected to increase to -6.0 in 2018/2019 
mainly driven by an increase in total expenditure and a slight 
decline in total revenue and grant over time (see Table 3). In 
addition Rwanda’s current account deficit saw slight decline 
from -14.3% in 2016 to -14.1% in 2017 showing a slight improve-
ment in trade terms. However, the current account deficit is pro-
jected to increase in 2018 and 2019 (see Table 4).

During the 2018 projection period, the Government will continue 
with fiscal consolidation to safeguard external and macroeco-
nomic stability, while supporting growth. Therefore, the tight 

fiscal policy stance is likely to continue due to the lower level of 
external project grants available to Rwanda, as well as because 
of the need to gradually reduce the overall deficit toward EAC 
convergence criteria.

The budget for FY 2017/2018 was projected at RWF 2 094.9 
billion which is an increase of RWF 140.7 billion compared to 
the revised 2016/2017 budget. 65% of the resources to fund the 
budget were from domestic revenues including tax and non-tax 
revenue plus domestic financing. The increase in tax revenue is 
expected from an increase in collection of VAT and direct taxes 
as a result of the “Electronic Billing Machines for all” project. 
Grants and loans are expected to contribute 17% each to the 
resources. Regarding expenditure, 54% of the budget was 
allocated to recurrent expenditure while 37% was allocated to 
development expenditure.

Monetary policy 
In 2017, the National Bank of Rwanda (NBR) maintained an 
accommodative monetary policy stance. The objective of 
this was to continue supporting the financing of the economy 
through the banking sector, given that both inflationary and 
exchange pressures remained subdued in 2017. The NBR 
reduced its policy rate (KRR) from 6.25% in December 2016 to 
6.0% in June 2017 and 5.5% in December 2017. As a result, 
outstanding credit to the private sector increased by 13.9% 
between December 2016 and December 2017 against 9.1% 
recorded in the corresponding period of 2016. Broad money 
increased by 12.3% compared to 7.6% during the same period. 
Exchange rate pressures eased in 2017 owing to the improve-
ment in Rwanda’s export receipts in line with a continued recov-
ery in international commodity prices, diversification of exports, 

TABLE 3. Public finances (percentage of GDP)

2008/09 2013/14 2014/15 2015/16 2016/17(e) 2017/18(p) 2018/19(p)

Total revenue and grants
Tax revenue

Grants

23.6

12.7

9.1

26.0

14.8

9.2

25.3

15.5

7.5

25.0

16.2

6.1

23.6

16.1

4.8

23.4

15.0

5.8

22.7

14.9

5.2

Total expenditure and net lending
Current expenditure

Excluding interest

Wages and salaries

Interest 

Capital expenditure

25.8

14.1

13.7

3.2

0.4

10.8

30.0

15.2

14.3

3.6

0.8

13.8

30.6

15.3

14.5

3.6

0.8

13.7

28.5

15.4

14.5

3.9

0.9

11.7

28.4

15.6

14.6

3.8

1.1

11.1

28.1

15.3

14.2

3.4

1.1

10.8

28.7

15.4

14.3

3.3

1.1

11.2

Primary balance -1.7 -3.1 -4.5 -2.6 -3.7 -3.6 -4.8

Overall balance -2.1 -4.0 -5.3 -3.5 -4.8 -4.8 -6.0

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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as well as the decline in the import bill. In line with the subdued 
exchange rate pressures and the significant fall in food infla-
tion during the second half of 2017, headline inflation declined 
to 4.9% in 2017 from 5.7% in 2016. Food inflation dropped to 
9.8% from 10.7% and inflation on vegetable prices declined to 
9.5% from 20.1% in 2016 following the improved performance 
of the agriculture sector. Subsequently, the RWF depreciated 
by 3.07% against the USD in 2017 compared to a depreci-
ation of 9.7% in 2016. The RWF real effective exchange rate 
depreciation increased to 9.2% in 2017 from 3.4% in 2016, 
mainly attributed to the depreciation of the nominal exchange 
rate of RWF against currencies of some of the major trad-
ing partners and the increase in the inflation differential. 

To boost interbank market activities and enhance mone-
tary policy transmission mechanism, the NBR established 
a Financial Markets Operations Committee. The objective 
of this committee was to improve daily liquidity management 
and guide NBR interventions in the money market. In addition, 
the NBR introduced a repo mechanism to increase the trust 
of players in the interbank market. Thus, the value of inter-
bank market transactions increased by 5%, from RWF443.9 
billion in 2016 to RWF 466.1 billion in 2017. Consequently, the 
value of transactions on interbank market increased by 5%, 
in 2017. In addition the transmission mechanism from cen-
tral bank rate to money market rates significantly improved, 
leading to the adoption of price based monetary policy. 

Economic co-operation, regional integration  
and trade 
As part of a strategy to deepen regional integration within the 
East African region, Rwanda, together with the other East Afri-
can states of Uganda, Kenya, Tanzania, and Burundi signed 
an East African Monetary Union (EAMU) protocol in 2013. The 
EAMU protocol provides for a set of four primary convergence 

criteria—a ceiling on headline inflation of 8%; reserve cover of 
4.5 months of imports; a ceiling on the overall deficit of 3% of 
GDP, including grants; and a ceiling on gross public debt of 
50% of GDP in net present value terms, which must be attained 
and maintained by each Partner State for at least three years, 
before joining the Monetary Union.

An assessment of progress toward achieving the primary con-
vergence criteria shows that Rwanda and most Partner States 
have achieved some of the convergence targets ahead of the 
year 2021, and are making steady progress in achieving the 
remaining targets. By 2017, annual headline inflation in Rwanda 
and other EAC countries, was below the 8% criterion.

In an effort to deepen global integration, Rwanda has implemented 
a visa for all policy where citizens of all countries will get a visa 
upon arrival without prior application, starting January 1, 2018. 

In terms trade and regional integration, emphasis was placed 
on increasing external connectivity of the outside world to the 
Rwandan economy and thereby boosting exports in 2017. 
This is a key priority under Economic Development and Pov-
erty Reduction Strategy (EDPRS-II and a powerful tool to spur 
economic growth, raise living standards and reduce poverty. 
With a share of 17.6% of the total formal exports in 2017, Rwan-
da’s exports to other East African Community (EAC) member 
countries increased by 10.0% in volume terms. The increased 
exports to Kenya were mainly dominated by the exports of tea, 
while exports to Uganda increased mainly driven by the rise in 
demand for the products of the milling industry, specifically corn 
soya blend. Imports from EAC countries, which represent 21.1% 
of total formal imports, slightly decreased by 0.8%, from USD 
470.02 million recorded in 2016 to USD 466.45 million recorded 
in 2017. Consequently, the trade deficit reduced by 7.0%, 
to USD 299.6 million in 2017 from USD 318.4 million in 2016. 

TABLE 4. Current account (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Trade balance
Export of goods (f.o.b)

Import of goods (f.o.b)

-16.1

3.7

19.8

-15.8

9.0

24.8

-14.9

8.3

23.2

-15.3

8.8

24.1

-16.0

8.8

24.8

-17.0

8.8

25.8

-17.8

8.9

26.7

Services -3.4 -1.0 -2.3 -2.5 -0.8 -0.8 -0.3

Factor income -0.7 -2.2 -2.6 -2.6 -2.9 -2.9 -3.0

Current transfers 11.2 7.2 6.5 6.2 5.6 5.4 5.4

Current account balance -8.9 -11.8 -13.4 -14.3 -14.1 -15.4 -15.7

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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Increased trade between Rwanda and other EAC countries has 
been achieved because 8 non-tariff barriers were eliminated 
and this boosted the EAC trade with Uganda and Tanzania.

Debt policy 
Government indebtness was not a major problem in Rwanda 
during the 2017 financial year. The 2017 World Bank and IMF 
debt sustainability report indicates that Rwanda’s risk of exter-
nal debt distress remains low. External debt burden indicators 
remain below sustainable debt thresholds. However, the analy-
sis also shows a small and temporary breach in the baseline of 
the debt service-to-revenue ratio, and the stress test for debt 
service-to-exports in 2023, when the Eurobond issued in 2013 
will become due. Given Rwanda’s investment needs on the one 
hand and its narrow export base and import-dependent growth 
on the other, the authorities are closely focused on carefully 
choosing the highest return projects, financed under the most 
favorable terms.

ECONOMIC AND POLITICAL 
GOVERNANCE

Private sector 
As a result of policies that have been implemented to improve 
the business environment and competitiveness, Rwanda was 
ranked the second easiest place to do business in sub-Saharan 
Africa and the 41st globally out of the 190 economies assessed 
in the 2017 World Bank Doing Business report. Online business 
registration has reduced the time to start a new business down 
to 4 days. 

The 2016/2017 World Economic Forum’s Global Competitive-
ness Index ranks Rwanda as the fourth most improved country 
in Africa garnering the highest scores for improving its institu-
tional quality and labor market efficiency. Rwanda is currently 
ranked at 52 out of 138 countries, outperforming Sub Saharan 
Africa (SSA) averages in all pillars except for market size.

The 2017 World Bank Doing Business report revealed signifi-
cant improvements in a number of growth indicators, the big-
gest being in the area of property registration where Rwanda 
ranked second in the world.

As part of the ongoing Government of Rwanda reforms to 
improve the business climate in the country, three major reforms 
have been instituted that decrease bureaucracy in construction, 
ensure timely electricity provision for investors, and reduce the 
amount of time exporters spend at customs. Today, export-
ers are able to obtain certificates of origin online. In addition, 

exporters are able to apply for the phytosanitary certificate from 
the Ministry of Agriculture and Animal Husbandry online. This 
has facilitated businesses that export tea, coffee, and other 
agricultural products.

Regarding electricity provision, Rwanda Energy Group (REG) 
has introduced a client charter, ensuring that investors are 
connected to the national grid in not more 20 days, down 34 
days. REG customers can apply online to get connected to the 
national grid.To simplify the purchase of the equipment needed 
for electricity connection such as transformers and cables, REG 
works with authorized suppliers to reduce the import costs of 
the equipment while ensuring the quality of equipment.

In support of the Made in Rwanda Program, (a government–
led domestic market recapturing strategy aimed at encourage 
Rwandan citizens to buy goods and services from both local 
and foreign companies located in Rwanda), three new garment 
companies established their factories in 2017.

Financial sector 
In terms of financial soundness indicators, solvency levels of 
banks in Rwanda remained adequate in 2017 with sufficient 
capital buffers. Aggregate capital ratios remained above the 
minimum prudential requirements. The system-wide total capital 
relative to risk-weighted assets (RWA) was at 21.4% at end-De-
cember 2017 against the 15% minimum prudential requirement. 
The Tier 1 capital (core capital) ratio stood at 20% against the 
10% minimum requirement, while Common Equity Tier 1 (CET1) 
capital ratio was 19.1% compared to the 8% minimum require-
ment. The sector’s leverage ratio was 9.6% in December 2017, 
against the 6% prudential minimum.

With regard to liquidity, the ratio of liquid assets to total deposits 
stood at 43.7% as at end December 2017 against the 20% min-
imum prudential requirement. The nonperforming loans (NPLs) 
ratio for the banking sector remained at 7.6% in December 2016 
and December 2017. The NPLs ratio initially increased to 8.2% 
in June 2017 but subsequently reduced to 7.7% in September 
and to 7.6% in December 2017. 

Reforms implemented in the financial sector in 2017
Despite various initiatives and professed commitment to devel-
oping a cashless economy, Rwanda still faces a challenge 
related to the prevalent use of cash as a payment mechanism 
for economic transactions. In a move to encourage the adoption 
of e-payments instruments, NBR in collaboration with Private 
Sector Federation (PSF), the banking industry, and telecom-
munication companies organized countrywide campaigns in 
December 2017. 
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Public sector management, institutions  
and reforms 
A Results-Based Performance Management (RBM) policy 
sets out the guidelines for implementing performance man-
agement in the Rwandan Public Service based on the RBM 
concept. The implementation of the Imihigo, a Government 
performance-based accountability mechanism, and the intro-
duction of performance-based budget reforms are key ele-
ments of this policy. Annual evaluations are done to assess 
progress made against Imihigo (performance) targets and 
to identify potential gaps in order to inform and advise on the 
future planning and implementation of Imihigo targets with 
the aim of improving service delivery achieving outcomes 
set in Rwanda’s national development plan. A participatory 
approach was used to evaluate the fiscal year 2016-17 by inte-
grating views of policymakers, local government officials and 
citizens on the planning and the implementation of Imihigo.

Findings of the 2016/2017 Imihigo evaluation showed that 
the overall average performance of Ministries is higher com-
pared to that of FY 2015/2016. The governance and jus-
tice pillar scored higher (70.3%) compared to social (69.8%) 
and economic (65.9%) pillars. Results from the evalua-
tion indicate that only two Ministries scored more than 
70% (MINADEF with 73.5% and MINISPOC with 73.3%) 
while twelve Ministries fall between 70% and 60% scores.

The 2016/2017 Imihigo evaluation results of Kigali indicates 
that there has been an improvement in the overall performance 
score when compared to the FY 2015/2016 evaluation. For 
this FY 2016/2017, the social pillar scored higher (79%) com-
pared to the economic pillar (76%) and governance and jus-
tice pillar (71%).The major civil service reforms that have been 
undertaken include a World Bank-funded project managed by 
Public Sector Capacity Building Secretariat (PSCBS) that has 
been supporting Civil Service reforms which are coordinated 
by the Ministry of Public Service and Labour. Key initiatives 
under these reforms include elaboration of pay and retention 
policy and operationalizing the Integrated Public Payroll System.  

Natural resource management and environment
The National Environment Policy sets out overall and specific 
objectives as well as fundamental principles for improved man-
agement of the environment, both at the central and local level, 
in accordance with the country’s current policy of decentraliza-
tion and good governance.

Due to past degradation of the environment from population 
pressure, soil erosion, and pressure on natural resources, 
the government found it necessary and urgent to provide the 

country with an environmental policy capable of improving 
well-being, with a view to guaranteeing sustainable utilisation 
of natural resources and the protection of vital ecosystems 
for present and future generations. The following are some of 
achievements that were realized in 2017 as part of the Rwanda 
environment policy implementation.

• To ensure equitable water allocation and utilization, the reha-
bilitation plans of upper Nyabarongo and Sebeya were made 
available and contracts signed for the rehabilitation of 1 104 
ha upper Nyabarongo and 986 ha in the Sebeya catchment 
area. So far rehabilitation is on-going and 72/1104 ha covered 
in upper Nyabarongo catchment area and 9.8/986 ha cov-
ered in Sebeya catchment area. 

• Water database upgrading was completed with 900 water 
users registered for fostering equitable water allocation and 
utilization framework while 2000 ha of watersheds were reha-
bilitated and water storage enhanced. 

• For piloting a green city, current investments of Euros 5.9 mil-
lion was secured, Euros 0.9 Million Euros to conduct a feasi-
bility study in Kinyinya and Euros 5 million for investment in 
affordable housing in partnership with Rwanda Social Security 
Board(RSSB) and the International Finance Corporation (IFC).  

Political context 
Rwanda remains peaceful and stable. Recent elections held in 
August, 2017 were violence free and have consolidated political 
governance, which will set the country on a sustained develop-
ment path in the short and medium term.

SOCIAL CONTEXT AND  
HUMAN DEVELOPMENT

Building human resources 
Despite the progress that has been made over the previous 
19 years in the areas of education and skills development in 
Rwanda, significant barriers remain. These barriers have cre-
ated a challenge of matching skills with opportunities in the 
labor market. As a result, the government has departed from 
the traditional method of capacity building in favor of a more 
strategic and focused approach that is aimed at achieving 
national priorities. A five-year program for skills development 
to deliver the Economic Development and Poverty Reduction 
Strategy(EDPRS 2) has been developed to address the critical 
and scarce skills gap in the following high priority sectors (i) 
Infrastructure; (ii) Agriculture; (iii) Natural Resources; (iv) Invest-
ment, Trade and Industry (v) ICT; (vi) Health; and (vii) Education. 
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The latest initiative to be championed by Public Sector Capacity 
Building Secretariat (PSCBS) in close collaboration with the Min-
istry of Finance and Economic Planning (MINECOFIN) is known 
as the Strategic Capacity Building Initiative (SCBI) whose phi-
losophy and framework is premised on aligning capacity build-
ing with national priority areas; combining delivery and capacity 
building; and institutionalizing a linkage with the center of gov-
ernment. In the pilot phase agriculture, mining, investment, and 
rural electrification have been identified as the priority areas to 
be supported. Under this framework, international experts are 
being hired alongside three local counterparts who shall under-
study them. It is envisaged that this approach will fast track the 
creation of a critical mass of local experts in priority areas.

Human resource development. Civil servants have been 
receiving training in critical skills as a catalyst for wider reform 
across governance structures. Trainers in local training institu-
tions are being helped to pursue Masters and PhD programs to 
enhance their capacity to deliver the required in-country train-
ing. Institutions currently benefiting from this support include 
the National University of Rwanda (NUR), Rwanda Institute of 
Administration and Management (RIAM), and Umutara Poly-
technic. Training modules are being improved and training 
space expanded. 

With resources from the Capacity Building Fund (CBF), PSCBS 
has been able to facilitate training of public servants in-country 
and abroad in short-term courses. 

Poverty reduction, social protection and labor 
The Social Protection Sector strategy establishes how the 
sector will contribute to a range of EDPRS 2 objectives, both as 
a foundational sector and by delivering results under the Rural 
Development Theme. The social protection sector is concerned 
particularly with the poorest and, through implementation of 
this strategy, contributes to the objectives of further reducing 
extreme poverty from 24% to 9% and poverty from 45% to 
below 30% by 2017/2018. By reducing rural poverty, promoting 
equitable growth and supporting economic transformation, the 
sector will contribute to the achievement of the three primary 
objectives of the Rural Development Thematic Priority.

Social protection policy objectives and programs are delivered 
by a wide range of institutions, both Governmental and non-gov-
ernmental. The Ministry of Local Government (MINALOC) has 
the overall policy lead on social protection and heads a Social 
Protection Sector Working Group (SPSWG), the responsibilities 
of which are to coordinate social protection actors and to over-
see policy and strategy development and implementation.

Implementation of programs under the strategy has reduced 
the proportion of Rwandans living in poverty from 45.0% of the 
population in 2010/2011 to 39.1% in 2013/2014.

In the area of social protection, the main achievements for fiscal 
year 2016/2017 are related to the provision of support to vulner-
able groups, assistance to disaster victims, and repatriation and 
assistance for Rwandan refugees.

Under the public works component of the VisionUmurenge Pro-
gram (VUP) , 114 492 households classified under the extreme 
poverty category were covered under the VUP public work pro-
gram in 244 sectors and a total of RWF 5.3 billion was paid to 
classic public work beneficiaries. For the VUP direct support 
component, 91 315 households (including 63 529 and 27 786 
respectively by females and males) received cash transfers of 
RWF 6.2 billion , while under the VUP financial services com-
ponent, 14 614 VUP financial services loans were approved and 
disbursed including 12 776 individual loans, 1 404 group loans, 
and 434 loans to cooperatives. Furthermore, 25 865 people 
including 13 454 males and 12 411 females received VUP finan-
cial loans.  

Gender equality 
The National Gender Policy highlights principal guidelines on 
which sectoral policies and programs will base to integrate 
gender issues in their respective social, cultural, economic, 
and political planning and programming. Implementation of the 
policy requires joint action of different actors, decision makers, 
development workers, and the population at large.

The national gender policy document, being trans-sectoral in 
nature, is not meant to be prescriptive for various institutions. 
Instead, it provides the overarching principles which will be inte-
grated into their own policies, practices, and programs.

Rwanda has historically made great strides in gender equal-
ity both in terms of policy reforms and also in the participation 
of women in leadership, public life, and labor. Indeed, in 2017, 
the Rwandan parliament had a majority of women members of 
parliament.

At 86%, Rwanda has one of the highest rates of female labor 
force participation in the world. In the United States, for exam-
ple, that figure stands at 56%, and has even been declining 
since the turn of the millennium. 
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THEMATIC ANALYSIS: 
INFRASTRUCTURE FINANCING 

Introduction: Infrastructure is one of the key areas that that 
the African Development Bank (AFDB) supports as part of the 
development partner division of labour arrangement in Rwanda. 
Specifically, the African Development Bank supports Rwanda in 
several areas including private sector development, transport, 
energy, agriculture, water and sanitation. In terms of infrastruc-
ture support, the African Development Bank (AFDB) provided a 
loan of US$ 171 million for the Water and Sanitation Programme 
in Rwanda in 2017. Early, in 2018, the AFDB provided a 30mil-
lion USD loan to the Rwanda Innovation fund which is aimed 
at providing equity financing for technology enabled Small and 
Medium-size Enterprises (SMEs).

Public-private partnerships framework 
in Rwanda
The Rwandan Government in 2015 passed its first Public and 
Private Partnership (PPP) law establishing guidelines for future 
contracts between the Government and private investors. The 
PPP law in Rwanda governs different sectors, including trans-
port, as well as various forms of energy, municipal infrastructure 
projects such as the provision of water, waste management, and 
industrial parks. A key part of this in the law is that PPP projects 
will be procured on a competitive basis. The law also states that 
procurement process for PPPs will be based on transparency, 
fairness, non-discrimination, efficiency, effectiveness, protection 
of public property and public interest, and accountability. Under 
the PPP law the application of PPPs must be closely aligned to 
the Government’s development goals and strategies. Launch-
ing a successful PPP requires the political will to make a number 
of decisions of critical importance quickly and transparently. 
This challenge is often compounded by a lack of experience 
and gaps in understanding at the level of the civil servants who 
are responsible for advising political decision makers.

Policy recommendations 
To balance the interests of private investors and consumers 
under PPP arrangements, there should be willingness on the 
part of the designated utility regulatory authorities to engage 
in a dialogue about the types of tariff structures that would be 
consistent with their obligation to balance the interests of con-
sumers and investors, and also allow the tariff structure to be 
embodied in a contract that is subject to international arbitration.

The problem of capacity constraints in implementing of PPPs in 
the public sector can be partially solved by hiring quality advi-
sors with a more detailed understanding of the major issues and 
difficulties.

Overview of current infrastructure in Rwanda 
This section gives an overview of current infrastructure—quan-
tity and quality—in the country by sector and gives a sense of 
the deficit.

Road transport. In 2014, the national paved road network was 
about 1210 km. An additional 500 km have been paved to reach 
a target of over 1700 km of paved roads by 2018. The expan-
sion of the paved road network started with the Kivu Belt proj-
ect, which entails 158 km of new tarmac road and is progress-
ing with other projects. In Rwanda, great care is provided for the 
maintenance of the national paved road network, with currently 
86% of roads in good condition and a target of 95% in 2018. 
Compared to road networks in the region Rwanda fares better 
other states in the East African region.

Energy sector. In Rwanda, the per capita energy consumption 
is only 41 kWh, which explains the over-dependence on wood-
fuel. However, with a more prudent energy mix including peat, 
hydro, and solar, methane gas, geothermal and increased use 
of liquefied petroleum gas (LPG), biogas and use of improved 
cook stoves, the over dependence on biomass was expected to 
be reduced fundamentally to 55% by 2017 and to 50% by 2020. 

Rwanda’s national electricity generation mix is currently com-
posed mostly of hydro (59%), thermal (40%), with a small 
percentage from methane and solar. The high cost of fuel 
consumption estimated at $40 million annually has made gov-
ernment electricity subsidies inevitable to keep electricity tariffs 
in Rwanda in a comparable range to the retail tariff of USD $0.12 
– USD $0.18 in the region. 

Infrastructure financing gaps by sector 
Energy sector infrastructure and financing gaps. In 2014, 
Rwanda’s energy generation targets by 2018 included increas-
ing electricity access to 70% of households; increasing grid 
capacity (including both domestic generation and imports) to 
563 megawatts; reducing biomass consumption from 85% to 
50% and connecting 100 schools and health centers with elec-
tricity. In 2014, the energy network length was 3 932 km MV, 
2000 km LV & 1 228 km HV. The network is being expanded to 
meet the 70% access target. To achieve the above access rate 
target, Rwanda is exploring both on-grid and off-grid solutions 
ranging from solar home systems to small off-grid hydro instal-
lations. A total estimated investment capital of USD 4 billion was 
required to achieve the strategic plan (i.e. 563 MW and 70% 
access by 2018). Of the USD 4 billion, at least USD 2 billion of 
the above required capital investment was expected to come 
from private investments in the energy sector with the rest being 
public investment.
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Housing infrastructure and financing gaps. The annual 
housing requirement for Kigali only is estimated at 30 000 units. 
The annual requirement, based on the demographic growth 
rate, for the other urban centes is estimated at 15 000 units, but 
when projecting the demand in combination with the secondary 
city support program and with Vision 2020, it is probably the 
3-times the estimated 15 000 units. Although some success-
ful attempts at housing developments have been made in the 
recent years, they have barely reduced housing demand. 

Mechanisms used to attract infrastructure 
financing in Rwanda
(a) Challenges and risk mitigation facilities to incentivize private 
sector infrastructure financing. Low uptake of infrastructure 
products due to low affordability by potential consumers. A 
standalone solar system has several benefits, both in terms of 
well-being from moving away from the negative health effects of 
using fuel wood, as well as financial benefits accrued through 
savings in the costs of primary fuels.

The aim is to encourage the private sector to increase sales 
of solar products and services. The risk-mitigation facility is 
targeted such that finance is used as effectively as possible to 
deliver the maximum number of households connected for the 
least support. In addition the risk mitigation strategy ensures 
that the level of support a company receives is directly cor-
related with its delivery of Government targets. Lastly, the strat-
egy encourages companies to make solar products, solar home 
systems, or services available on repayment plans; companies 
must meet certain criteria, such as sales targets and quality and 
scope of service.

(b) Government playing a key role in facilitating the private sector 
through identifying sites and establishing a framework through 
which financed infrastructure projects become financially viable 
investments. In order to reduce costs and de-risk investment 
for prospective mini-grid developers in the energy infrastruc-
ture sector, the Government of Rwanda first identifies eligible 
sites and undertakes a financial and technical feasibility study 
on behalf of private infrastructure investors. Where the provision 
of access through a mini-grid represents the least cost option, 
the Government undertakes measures to stimulate demand, 
through either policy or investment. These sites are then ten-
dered out to private developers.

Other mechanisms undertaken by the Rwandan Government to 
attract infrastructure financing in the energy sector include the 
development of an institutional and regulatory framework and 
increasing consumer awareness.

Rwanda housing policy has provided options to ensure acces-
sibility of finance for residents who seek viable options including 
a) providing housing loans based on traditional collateral or peer 
group guarantee schemes; b) linking housing cooperatives to 
large-scale private investors guaranteeing finance; c) reducing 
interest rates on affordable housing mortgages as far as this 
may be possible by providing guarantee and a payment cushion 
through third party involvement; and d) supporting access to 
mortgages by reducing or removing a minimum credit threshold.

Collective approaches to infrastructure financing in the real 
estate sector involve the pooling of finances, of land, or both. 
These have been strongly promoted by the Government. Exam-
ples include investment clubs such as the Muhima Investment 
club which has established a big commercial complex in Kigali 
City. The advantages of collaborative financing are that it may 
also result in reduced interest rates, and helps overcome the 
constraint of minimum loan amounts for the participating indi-
viduals, which is among the conditions for conventional mort-
gage schemes. 

Under this mechanism, housing developers have received Gov-
ernment support through a) providing guarantees for housing 
cooperatives by taking an intermediary role between a coop-
erative and a financial institution; b) investing in housing while 
benefitting from consolidated land in collaboration with the indi-
vidual land owners.

The Government of Rwanda in collaboration with the World 
Bank is working on modalities for implementing a guarantee 
fund to promote the creation of affordable housing infrastruc-
ture in Rwanda. A variation of the above support to achieve 
access to home owner mortgage is the establishment of a 
guarantee fund by either the public or financial institutions and 
the private sector to guarantee regular payments of individual 
debt to a bank for the participating members. Guarantee funds 
exist in Rwanda in support of women, agriculture, rural invest-
ment, SME’s, and retrenched employees, and are going to be 
expanded to support access to housing.

The pooling of funds for the servicing of affordable housing 
developments will ensure the continued capacity of the Gov-
ernment to support infrastructure development for approved 
projects and would be beneficial for integrated and therefore 
cost-efficient planning. An Affordable Housing Infrastructure 
Fund to be delivered from the legally anchored urban develop-
ment fund and supervised by the Ministry in charge of housing 
serves to bundle resources from the different infrastructure and 
utility sectors, especially energy, water, and transport, educa-
tion and health, and any additionally available funds. 
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Developing and leveraging capital markets to finance local infra-
structure through issuing government bonds is another poten-
tial avenue that can be used to close infrastructure financing 
gaps in Rwanda. The increased participation of institutional 
and retail investors in Government bonds, can be promoted 
through continued awareness campaigns across the country 
in a bid to educate Rwandans about the benefits of investing 
in Government securities. Continued participation of the public, 
banks, and other entities in bond markets is a potential avenue 
to finance infrastructure.  




