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Thr goal i s  t o  contribute t o  growth in employment and pr&ucklsn f a  
t h e  medium term. TO that end, the program purpose i r  to' Inct.aasi# 
competition in the short run, and rubeequently productfan a ~ d  
employment, i n  manufacturing and related rectorr. 

Tht  program has four component@: (1) policy rrfarmt [ a )  rebourcs 
r t ranr fer  i n  the form o f  carh trrnrfer~  ( 3 )  local currency qen8rr-trit 

'. frdm the resource transfert and ( 4 )  technical asatistancr for 
program monitoring and inrtitutional strengthening. 

I n  O G ~ W  t o  achieve the program purpaae, a se t  of po l i cy  tatotrr 
conditions were developed jointly with the Government o f  Rwanda. 
The  monies would be d i a b u r e e d  in two tranche8 of $15 f f t i l Z i ~ n  and 
$10 million, respectively, 

A d d i t i o n a l  PMPR Program detail8 are f o u n d  on the attached pages, 
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Block  1 8 .  Summary D e s c r i p t i o n :  RWANDA PRODUCTION AND 
MARKETING POLICY REFORM ( P W R )  PROGRAM ( 6 9 6 - 0 1 3 5 )  ( c o n t i n u e d )  

DEVELOPMEHT PROBLEM. I t  i s  becoming i n c r e a s i n g l y  d i f f i c u l t  f o r  
Rwandans t o  f i n d  p r o d u c t i v e  e n p l o y m e n t .  On-farm employment 
o p p o r t u n i t i e s  a r e  l i m i t e d .  No e x p l o i t a b l e  a r e a s  r e m a i n  and no 
a c c e p t a b l e  a g r i c u l t u r a l  t e c h n o l o g i e s ,  which  c o u l d  p r o d u c t i v e l y  
u s e  t h e  g r o w i n g  l a b o r  s u p p l y ,  a p p e a r  i n  h a n d .  A l a n d l e s s  l a b o r  
c l a s s  is  emerg ing  a s  many f a r m s  c a n  no l o n g e r  b e  s u b d i v i d e d  among 
f a m i l y  members a n d  s t i l l  be f e a s i b l e  e c o n o m i c  u n i t s .  With 
A f r i c a ' s  h i g h e s t  p o p u l a t i o n  d e n s i t y  ( 1 , 1 0 0  p e o p l e  p e r  s q u a r e  
k i l o m e t e r  o f  a r a b l e  l a n d ) ,  a h i g h  p o p u l a t i o n  g r o w t h  r a t e  ( 3 . 4  
p e r c e n t ) ,  a n d  d e s p i t e  a  g e n e r a l l y  c o n d u c i v e  a g r i c u l t d r a l  p o l i c y  
f ramework ,  t h e  s e c t o r ' s  a b i l i t y  t o  p r o v i d e  new p r o d u c t i v e  
employment o p p o r t u n i t i e s  d o e s  n o t  a p p e a r  e n c o u r a g i n g .  

I n  Twanda, i t  i s  i n  t h e  non-farm s e c t o r s  w h e r e  o p p o r t u n i t i e s  fo'r  
new employment e x i s t .  U n l i k e  t h a t  f o r  a g r i c u l t u r e ,  t h e  p o l i c y  
f ramework f a c i n g  n o n - f a r m  s e c t o r s  h a s  S e e n  much l ess  c o n d u c i v e  t o  
g r o w t h ,  h a v i n g  been  c h a r a c t e r i z e d  a s  d i r i g  i s t ,  q u a s i  - 
i s o l a t i o n i s t ,  and i m p o r t  s u b s t i t u t i o n  o r i e n t e d .  However, s i n c e  
t h e  Government  o f  Rwanda ( G O R )  l a u n c h e d  a  c o m p r e h e n s i v e  
s t r u c t u r a l  a d j u s t m e n t  program t o  r e f o r m  i t s  p o l i c y  f ramework i n  
l a t e  1990 ,  p r o s p e c t s  f o r  i n c r e a s i n g  p r o d u c t i v e  employment  i n  
I iwanda 's  n o n - f a r m  s e c t o r s  o f  m a n u f a c t u r i n g  a n d  commerce h a v e  
improved  s i g n i f i c a n t l y .  

Rwanda 's  s t r u c t u r a l  a d j u s t m e n t  program h a s  b e e n  d e v e l o p e d  w i t h  
s u p p o r t  f rom t h e  World Bank and IMP. A t  a r e c e n t  d o n ~ r  m e e t i n g  
i n  P a r i s ,  b i l a t e r a l  d o n o r s ,  i n c l u d i n g  t h e  U.S.,  p l e d g e d  f i n a n c i a l  
s u p p o r t  f o r  Rwanda. I t s  r e f o r m  program i s  r e p l a c i n g  t h e  d i r i g i s t  
p o l i c i e s  o f  t h e  1 9 8 0 s  w i t h  m a r k e t - o r i e n t e d  r e f o r m s .  

The  n o n - f a r m  m a n u f a c t u r i n g  and commerce s e c t o r s  a r e  t h e  key 
s e c t o r s  a d v e r s e l y  a f f e c t e d  by t h e  c u r r e n t  e c o n o m i c  and f i n a n c i a l  
c r i s i s  and  d i s t o r t e d  i n c e n t i v e  s t r u c t u r e .  T h e  m a n u f a c t u r i n g  and 
commerce ( i n c l u d i n g  s e r v i c e s )  s e c t o r s  a r e  d e f i n e d  t o  i n c l u d e  b o t h  
f o r n a l ,  i . e . ,  r e g i s t e r e d ,  and i n f o r m a l ,  i . e . ,  u n r e g i s t e r e d ,  f i r r n s  
e n g a g i n g  i n  p r o d u c t i o n  and m a r k e t i n g  a c t i v i t i e s .  A c o n s i d e r a b l e  
body o f  a n a l y s i s  h a s  c o n c l u d e d  t h a t  Rwanda 's  c u r r e n t  n o n - f a r m  
s t r u c t u r e  h a s  e v o l v e d  i n t o  i t s  p r e s e n t  s t a t e  l a r g e l y  a s  t h e  
r e s u l t  o f  g o v e r n m e n t  p o l i c i e s  and a d m i n i s t r a t i v e  r e g u l a t o r y  
mechan i sms .  T h e s e  p o l i c i e s  had t h e  g o v e r n m e n t  d i r e c t i n g  and 
c o n t r o l l i n g  i m p o r t s ,  i n v e s t m e n t ,  p r o f  i t  m a r g i n s ,  p r i c e ,  movement 
o f  l a b o r ,  e n t r y  i n t o  b u s i n e s s ,  a n d ,  j u s t  a s  i m p o r t a n t l y ,  e x p o r t s .  
G i v e n  R w a n d a ' s  l a n d  and p o p u l a t i o n  c o n s t r a i n t s ,  t h e s e  s e c t o r s  
h a v e  a n  i m p o r t a n t  r o l e  t o  p l a y .  They c a n  p r o v i d e  employment and 
d o m e s t i c  v a l u e - a d d e d  g o o d s  needed  and  d e s i r e d  by Rwandans and  



h e l p  d i v e r s i f y  Rwanda ' s  v i r t u a l  dependency  on c o f f e e  and  t e a  
e x p o r t s .  

P rogram G o a l  and P u r p o s e .  The g o a l  i s  t o  c o n t r i b u t e  t o  g r o w t h  i n  
employment and p r o d u c t i o n  i n  t h e  medium t e r m .  To t h a t  e n d ,  t h e  
p rogram p u r p o s e  i s  t o  i n c r e a s e  c o m p e t i t i o n  i n  t h e  s h o r t  r u n ,  and  
s u b s e q u e n t l y  p r o d u c t i o n  and  employment ,  i n  m a n u f a c t u r i n g  and  
r e l a t e d  s e c t o r s .  The  A. I .D .  p rogram i s  summar ized  i n  t h e  l o g i c a l  
framework i n  Annex 8 .  

P r o g r a m  Components .  T h e  p rogram h a s  f o u r  c o m p o n e n t s :  (1 )  p o l i c y  
r e f o r m ;  ( 2 )  r e s o u r c e  t r a n s f e r  i n  t h e  form o f  c a s h  t r a n s f e r ;  ( 3 )  
l o c a l  c u r r e n c y  g e n e r a t e d  f rom t h e  r e s o u r c e  t r a n s f e r ;  a n d  ( 4 )  
t e c h n i c a l  a s s i s t a n c e  f o r  p rogram m o n i t o r i n g  and  i n s t i t u t i o n a l  
s t r e n g t h e n i n g .  

(1)  The  p o l i c y  r e f o r m s  A.I .D.  h a s  i d e n t i f i e d  f i r m l y  s u p p o r t  
t h e  Government o f  R w a n d a ' s  (SOR) own s t r u c t u r a l  r e f o r m  a g e n d a  and 
form t h e  c o r e  o f  p o l i c i e s  which  s u p p o r t  t h e  c h a n g e  t o  m a r k e t -  
d r i v e n  s i g n a l s  i n  Rwanda ' s  n o n - f a r m  s e c t o r s .  They a d d r e s s  t h r e e  
c r i t i c a l  a r e a s  a f f e c t i n g  t h e  m a n u f a c t u r i n g  and  commerce s e c t o r s :  
( a )  t h e  f o r e i g n  e x c h a n g e  a l l o c a t i o n  and i m p o r t  s y s t e m ;  ( b )  t h e  
r e s t r i c t i v e  t r a d e  r e g i m e ;  and ( c )  t h e  number o f  p r i c e s  u n d e r  
g o v e r n m e n t  c o n t r o l .  T h e s e  r e f o r m s  a r e  i m p o r t a n t  i n t e r i m  s t e p s  i n  
t h e  p r o c e s s  o f  moving t o w a r d  a n  economic  e n v i r o n m e n t  w i t h  a  less 
r e s t r i c t i v e  i m p o r t  r e g i m e  ( a n  open  g e n e r a l  l i c e n s i n g  s y s t e m ) ,  a  
more e x p o r t  - o r i e n t e d  o u t l o o k ,  a n d  fewer  g o v e r n m e n t  -f i a t e d  p r i c e  
and  p r o f  i t  m a r g i n  c o n t r o l s .  T h e  A . 1  . D .  - s u p p o r t e d  r e f o r m s  a d d r e s s  
c u r r e n t l y  t h e  key > c o n s t r a i n t s  f a c i n g  t h e  m a n u f a c t u r i n g  and  
commerce s e c t o r s ,  a s  i d e n t i f i e d  i n  S e c t i o n  1 I I . B .  a b o v e .  

T h e  p r o p o s e d  PYPR,  t o g e t h e r  w i t h  i n s t i t u t i o n a l  s t r e n g t h e n i n g  and  
c o n p l e m e n t a r y  m e a s u r e s  i d e n t i f i e d  i n  Rwanda 's  l a r g e r  a d j u s t m e n t  
p r o g r a m ,  c a n  b e g i n  t h e  r e s t r u c t u r i n g  o f  t h e  d i s t o r t e d  i n c e n t i v e  
s t r u c t u r e  f a c i n g  R w a n d a ' s  m a n u f a c t u r i n g  and commerce s e c t o r s  f rom 
o n e  t h a t  i s  r e s p o n s i v e  t o  g o v e r n m e n t  d i r e c t i v e s  ( t h e  f o r m a l  
s e g m e n t s )  o r  r e p r e s s e d  ( t h e  i n f o r m a l  s e g m e n t s )  by d i r e c t i v e s  t o  
o n e  t h a t  i s  less  f e t t e r e d  by g o v e r n m e n t  and g u i d e d  by m a r k e t  
f o r c e s .  

( 2 )  The  p r o p o s e d  PMPR w i l l  p r o v i d e  a  t o t a l  o f  $25 m i l l i o n .  
I t  w i l l  b e  d i s b u r s e d  i n  two t r a n c h e s ,  w i t h  $ 1 5  m i l l i o n  f o r  t h e  
f i r s t  t r a n c h e .  T h e  d o l l a r s  w i l l  be  d i s b u r s e d  i n  t h e  form of  c a s h  
t r a n s f e r s .  The  d o l l a r  r e s o u r c e s  a r e  p r o v i d e d  t o  r e d u c e  r e a l  and  
p e r c e i v e d  r i s k s  a n d  u n c e r t a i n t i e s  a s s o c i a t e d  w i t h  t h e  c h a n g e  f rom 
t h e  c u r r e n t  a d m i n i s t r a t i v e l y - a l l o c a t e d  i m p o r t  s y s t e m  t o  t h e  
m a r k e t -  o r  p r i c e - d r i v e n  s y s t e m .  P r o v i d i n g  r e s o u r c e s  a s  a  c a s h  
t r a n s f e r  had  s i g n a l l e d  f i r m l y  t o  t h e  G O 2  t h e  USAID p r i o r i t y  t h a t  
t h e  new s y s t e m  b e  i m p l e m e n t e d  i n  a  t r a n s p a r e n t  a n d  non-  
d i s c r i m i n a t o r y  f a s h i o n .  How t h e  new i m p o r t  l i c e n s i n g  a n d  f o r e i g n  
e x c h a n g e  a l l o c a t i o n  s y s t e m  is  a c t u a l l y  i m p l e m e n t e d  w i l l  b e  
c r u c i a l  i n  d e t e r m i n i n g  t h e  momentum of  t h e  G O R ' s  o v e r a l l  

i i i  



s t r ~ c t u r a l  a d ] u s t m e n t  p r o g r a -  and t h e  p r i v 3 t e  s e c t o r ' s  c o n f r d e n s e  
12 t h e  r e f o r m  program.  T k e r r  a s s e s s m e n t  of t h e  SOR's i n t e n t  and 
c o ~ m : t ~ ~ e n t  x:11 r n f i 3 e n c e  d + e t + e r  and hod t h e y  w i l l  r e spond  t o  
t h e  c h a n g r n g  i n c e n t i v e  s t r J s t t i r e .  

( 3 )  T?.e l o c a l  curren:? ( t q u i v 2 : s n t  t o  $ 2 5  m i l l i o n )  
g e n e r a t e d  by t h e  d o l l a r  t r a r s f e r s  w i l l  be  c s e 3  t o  ~ e l p  r e d u c e  
g o v e r z m e n t  a r r s a r s  t o  p r i v a t e  s e c t o r  rnanuf?,:tdre:s, c 5 r n e r s i a l  
c o n c e r n s  ( e . g . ,  t r a n s p o r t e r s )  and o t h e r  p r  i v a ' e  s u p ? l i e r s .  :he 
r + , ? ~ c t i o n  o f  a r r e a r s  w i l l  be a  c r i t i c a l  f a c t o r  i n  b o o s t i n g  
b u s i n e s s  c o n f i d e n c e  and re!ucing some c r e d i t  c r u n c h .  

( 4 )  T h e  ?M?ii's m o n i t o r i n s  and i n s t i t u t i o n a l  s t r e n g t h e n i z j  
component  s u p p l e ~ e n t s  G O 3  an3 o t h e r  donor  e f f o r t s  t o  e n s u r e  t h a t  
t h e r e  i s  a n  on-go in5  and t i ~ e 1 y  n o n i t o r i n q  and  a n a l y s i s  
c a p a b i l i t y  f ~ r  o v e r s e e i n g  and a s s e s s i n g  t h e  i m p a c t  of t h e  ~ ~ 1 . 9 . -  
s d p p o r t e d  r e f o r m s  and a s s o c i a t e d  p a r t s  of  t h e  l a r g e :  SAP on 
c o m p e t i t i o n ,  p r o d u c t i o n  and employment .  I t  a d d r e s s e s  two 
w e a k n e s s e s  i n  t h e  G O R ' s  S t r u c t u r a l  A d j u s t m e n t  P rogram:  t h e  
a b s e n c e  o f  a  v e h i c l e  t o  r a p i d l y  a s s e s s  t h e  e v o l v i n g  impact  of 
p o l i c y  c h a n g e s ,  and t h e  u n s a t i s f a c t o r y  r e c o r d  o f  c o l l e c t i n g ,  
p r o c e s s i n g ,  and a n a l y z i n ?  even s n a l l  s e t s  of  s u r v e y  d a t a  on a  
t i m e l y  b a s i s .  USA13 s u p p o r t  i s  t o  h e l p  i d e n t i f y ,  on a  t i m e l y  
b a s i s ,  a r e a s  v h i c h  c o u l d  be i e p l e m e n t e d  more r a p i d l y  o r  which 
r e q u i r e  m o d i f i c a t i o n s .  ;n t h i s  manner ,  p o t e n t i a l  p rob lems  c a n  b e  
i d e n t i f i e d  a n d  f o c ! ~ s e d  upon b e f o r e  t h e y  may become t h r e a t e n i n g  t o  
t h e  o v e r - a l l  a d j u s t m e n t  program.  I t  may a l s o  h e l p  t o  c o n t r o l  and 
d i s p e l  i n c o r r e c t  rumors  and s u p p o s i t i o n s  a b o u t  t h e  a c t u a l  impac t  
of PMPR, a s  well a s  i t s  c o n v e r s e ,  p r o v i d e  c o n c r e t e  i n f o r m a t i o n  t o  
g e n e r a t e  con! i d e n c e  i n  t h e  new i m p o r t  s y s t e m  and  t h e  g o v e r n m e n t ' s  
commitment t o  s t r u c t u r a l  a d j u s t m e n t .  J u s t  a s  i n p o r t a n t l y ,  t h i s  
componen t ,  w h i l e  b e n e f i t i n g  t h e  GOR, w i l l  a l s o  b e n e f i t  t h e  
M i s s i o n .  F i r s t ,  t h e  b a s e - l i n e  d a t a  c o l l e c t e d  c a n  p e r m i t  a  b e t t s r  
a s s e s s m e n t  of t h e  p r o g r a m ' s  p e o p l e - l e v e l  i m p a c t .  Second ,  
i n f o r m a t i o n  c o l l e c t e d  d u r i n g  t h e  l i f e - o f - p r o g r a m  c a n  h e l p  U S A I D  
w3rk w i t h  t h e  GOR t o  c o r r e c t  p rob lems  a s  t h e y  a r e  i d e n t i f i e d  and 
t a k e  a d v a n t a g e  of  emerging o p p o r t u n i t i e s .  

A M o n i t o r i n g  U n i t  w i l l  be e s t a b l i s h e d  i n  t h e  M i n i s t r y  of P l a n  t o  
implement  t h i s  PMPR p r o g r a n  component .  G i v e n  t h e  o v e r r i d i n g  
i m p o r t a n c e  of  t h i s  component  t o  e n s u r i n g  t h e  PM?3 p r o s r a m ' s  
i n p a c t  is  a s  e n v i s a g e d ,  i t  is t r e a t e d  i n  a  s e p a r a t e  s e c t i o n  ( S e e  
S e c t i o n  VI.). T e c h n i c a l  a s s i s t a n c e  w i l l  be  p r o v l d e d  a s  nee?ed  t o  
s u p p o r t  t h e  i m 2 l e n e n t a t i o n  and f u r t h e r  f o r m u l a t i o n  of  p o l i c y  
r e f a r ~ s ,  a s  w e l l  a s  t o  s t r e n g t h e n  i n s t i t d t i o n s  v h i c h  s u p p o r t  t h e  
r e f a r m  i m p l e n e n t a t i o n ,  m o n i t o r i n g ,  and e v a l u a t i o n  p r a c e s s .  
Twelve  m 3 n t h s  of f u n d i n g  f ~ r  t h i s  component  w i l l  cor !e  from an o n -  
g o i n g  USA13 p o l i c y  re fo r in  p r o j e c t .  A p p r o x i m a t e l y  $493,300 and 
l o c a l  c u r r e n c y  e q u i v a l e n t  t o  $90,000 w i l l  b e  p r o v i d e d .  
T h e r e a f t e r ,  a  new A. I .D .  p r o j e c t  w i l l  p r o v i d e  t h e  f u n d i n g .  The 
s i z e  of  t h e  p r o j e c t  i s  p r o j e c t e d  t o  b e  $ 3 . 6  m i l l i o n  and l o c a l  
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c d r r e n c y  t o  be e q u i v a l e n t  t o  $ 5 6 6 , 0 0 0 .  T h i s  l a t t e r  e s t i m a t e  d o e s  
n o t  y e t  i n c l u d e  i n - k i n d  c o n t r i b u t i o n s  by t h e  G O R .  

P rogram Impac t  a n d  B e n e f i c i a r i e s .  The p rogram i m p a c t  and  
b e n e f i c i a r i e s  a r e  d i s c u s s e d  i n  d e t a i l  i n  S e c t i o n  VII and Annex F .  
~ ? , e  u l t i m a t e  S e n e f i c i a r i e s  w i l l  be: 

- -  r u r a l  a n d  u r b a n  Rwandans who w i l l  h a v e  a  g r e a t e r  s u p p l y  
and v a r i e t y  o f  r e q u i r e d  and d e s i r e d  g o o d s  and  s e r v i c e s  t o  
p c r c h a s e ,  some a t  lower  r e a l  p r i c e s ;  and s u b s e q u e n t l y  
- - Zwandans who w i l l  be employed a s  a  r e s u l t  o f  new 
p r o d u c t i o n  a c t i v i t i e s ,  b o t h  f o r  d o m e s t i c  a n d  e x p o r t  m a r k e t s ,  
i n  t h e  r e s t r u c t u r i n g  m a n u f a c t u r i n g  and commerce s e c t o r s .  

G i v e n  !?wandan s o c i a l  s t r u c t u r e s ,  new e!n?loyment w i l l  r e s u l t  i n  
p a r t  of  t he  income e a r n e d  b e i n g  t r a n s f e r r e d  t o  r u r a l  a r e a s .  
L i n 4 a g e s  and  t h e  p a s s i n g  of a s s i s t a n c e  from n o n - f a r m  w o r k e r s  back 
t o  t h e  f a rm t h r o u g h  t h e  e x t e n d e d  f a m i l y  s t r u c t u r e s  a r e  v e r y  
s t r o n g  t r a d i t i o n a l  s o c i a l  s t r u c t u r e s .  Rwanda 's  a d e q u a t e  r o a d  
n e t w o r k ,  by s u b - S a h a r a n  s t a n d a r d s ,  and l a r g e  number o f  t r a d e r s  
and  r u r a l  m e r c h a n t s ,  w i l l  h e l p  e n s u r e  t h a t  t h e  a d d i t i o n a l  
p r o d u c t i o n  by t h e  m a n u f a c t u r i n g  s e c t o r  w i l l  b e  m a r k e t e d  w i d e l y  
t h r o u g h o u t  t h e  c o u n t r y .  

Yonen a r e  a l s o  e x p e c t e d  t o  b e n e f i t .  I f  p a s t  e x p e r i e n c e  i n  Rwanda 
c a n  be u s e d  a s  a  g u i d e ,  r o u g h l y  o n e - f i f t h  of  a l l  new b u s i n e s s e s  
c r e a t e d  a s  a  r e s u l t  o f  t h e  r e f o r m s  w i l l  be w o m e n - d i r e c t e d .  Women 
w i l l  a c c o u n t  f o r  r o u g h l y  o n e - f i f t h  of a l l  new employment .  Of  t h e  
w o m e n - d i r e c t e d  e n t e r p r i s e s ,  a n  overwhelming p e r c e n t a g e  ( 9 0  
p e r c e n t )  o f  t h e m  c a n  b e  e x p e c t e d  t o  b e  s m a l l  a n d  m i c r o  
e n t e r p r i s e s .  About t w o - t h i r d s  o f  t h e  women w i l l  b e g i n  a c t i v i t i e s  
i n  commerce w i t h  most  o f  t h e  r e m a i n d e r  b e i n g  i n  s m a l l  a n d  m i c r o  
m a n u f a c t u r i n g  a c t i v i t i e s ,  

T h e  PHPR's p e o p l e - l e v e l  i m p a c t ,  p a r t i c u l a r l y  on  employment  a n d  
o u t p u t ,  c a n  b e  more  c l e a r l y  s e e n  by d e t a i l i n g  t h e  l i n k a g e s  
b e t w e e n  t h e  u l t i m a t e  a n d  i n t e r m e d i a t e  b e n e f i c i a r i e s ,  A d d i t i o n a l  
d e t a i l  on  t h e  l i n k a g e s  c a n  f o u n d  i n  Annex G I  C a s e s  S t u d i e s .  
I n t e r m e d i a t e  b e n e f i c i a r i e s  i n c l u d e  c u r r e n t l y  e f f i c i e n t  
m a n u f a c t u r e s  a n d  c o m m e r c i a l  c o n c e r n s ,  i m p o r t e r s ,  s h o p k e e p e r s ,  a n d  
t r a n s p o r t e r s ,  They  w i l l  b e n e f i t  from n o n - d i s c r i m i n a t o r y  a c c e s s  
t o  f o r e i g n  e x c h a n g e ,  f ewer  c o n s t r a i n t s  r e g a r d i n g  t h e  t y p e  o f  
iterns which c a n  b e  i m p o r t e d ,  f e w e r  p r i c e  and m a r g i n  c o n t r o l s .  
Having q r e a t e r  f r e e d o m  i n  making p r o d u c t i o n  a n d  ma: k e t i n g  
d e c i s i o n s  i s  e x p e c t e d  t o  s t i m u l a t e  e f f i c i e n t  m a n u f a c t u r e r s  t o  
i n c r e a s e  employment  a n d  o u t p u t  i n  t h e  f i r s t  i n s t a n c e .  S m a l l  
r u r a l  and u r b a n  s h o p k e e p e r s ,  and t r a n s p o r t e r s  i n  t h e  c o m m e r c i a l  
s e c t o r  w i l l  b e n e f i t  f r o m  a  q r e a t e r  p r o d u c t i o n  w h i c h  t h e y  c a n  t h e n  
buy and s e l l ,  U l t i m a t e l y ,  Rwanda 's  c o n s u m e r s  w i l l  b e n e f i t  f rom 
h a v i n g  a n  i n c r e a s e d  s u p p l y  o f  g o o d s .  
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T O  economize  on t h e  i n c r e a s e d  p r i c e  of f o r e i g n  e x c h a n g e ,  t h e s e  
f i r m s  a r e  e x p e c t e d  t o  seek o u t  ways t o  t a k e  g r e a t e r  a d v a n t a g e  o f  
l o c a l  i n p u t s .  T h i s  would  s t i m u l a t e  a  s e c o n d  round  e f f e c t  on 
e n t e r p r i s e s  h e r e t o f o r e  b e n e f i t i n g  l i t t l e  o r  n o t  a t  a l l  f rom 
f o r m a l  m a n u f a c t u r i n g  a c t i v i t y .  Based on t h e i r  f i r s t  r o u n d  o f  
e x p e r i e n c e ,  m a n u f a c t u r e r s  a n d  c o m m e r c i a l  c o n c e r n s  c a n  b e  e x p e c t e d  
t o  i n c r e a s e  t h e i r  i n v e s t m e n t  a n d ,  p o s s i b l y ,  e n t r y  i n t o  d i f f e r e n t  
p r o d u c t  l i n e s .  

I m p o r t e r s  of  f i n a l  consumer  g o o d s  and i n t e r m e d i a t e  g o o d s  h a v e  
S e l n  c o n s t r a i n e d  by g o v e r n m e n t  p o l i c i e s .  They w i l l  b e n e f i t  f r o 3  
t h e  PYPR-sappor ted  c h a n g e s .  They  c a n  be  e x p e c t e d  t o  t r y  t o  
i m p o r t  more and d i f f e r e n t  t y p e s  o f  f i n a l  g o o d s ,  g i v e n  t h e  r e m o v a l  
o f  g o v e r n m e n t  r e g u l a t i o n s  on  t h e  t y p e s  and  q u a n t i t i e s  o f  i m p o r t s .  
Goods whose i m p o r t  was t i g h t l y  c o n t r o l l e d  i n c l u d e  b l a n k e t s ,  
p l a s t i c  p r o d u c t s ,  h o e s ,  a n d  o t h e r  s m a l l  a g r i c u l t u r a l  i m p l e m e n t s .  

L a r g e r  i m p o r t e r s  a r e  e x p e c t e d  t o  s e r v e  t h e  n e e d s  o f  s m a l l  a n d  
i n f o r m a l  s e c t o r  e n t e r p r i s e s  who may n o t  b e  l a r g e  enough  t o  
p a r t i c i p a t e  d i r e c t l y  i n  t h e  new i m p o r t  s y s t e m .  T h e s e  s m a l l e r  
p r o d u c e r s  w i l l  s t i l l  b e n e f i t  by o b t a i n i n g  a c c e s s  t o  needed  
i m p o r t e d  i n t e r m e d i a t e  g o o d s  a n d  t h e n  b e i n g  a b l e  t o  t r a n s f o r m  them 
d o m e s t i c a l l y  ( i . e . ,  a d d i n g  l o c a l  v a l u e - a d d e d ) .  

A n o t h e r  g r o u p  of  i n t e r m e d i a t e  b e n e f i c i a r i e s  a r e  t h o s e  
m a n u f a c t u r e r s  and c o m m e r c i a l  c o n c e r n s  who h a v e  been  c o n s t r a i n e d  
by government  p o l i c y  f r o m  t r y i n g  t o  d e v e l o p  e x p o r t  m a r k e t s  f o r  
t h e i r  g o o d s .  Whi le  t h e  i m p a c t  o f  t h e  p r o g r a m ' s  e x p o r t  p r o m o t i o n  
componen t  w i l l  be  v e r y  l i m i t e d  d u r i n g  t h e  l i f e  o f  t h e  PMPR, i t  
n e v e r t h e l e s s  c a n  g e n e r a t e  f u t u r e  b e n e f i t s  i n  t e r m s  o f  g r e a t e r  
employment and l i n k a g e s  w i t h  o t h e r  l o c a l  s u p p l i e r s ,  a n d  f o r e i g n  
e x c h a n g e  e a r n i n g s .  A s  Rwanda becomes more s u p p o r t i v e  o f  e x p o r t s ,  
t h e  s m a l l e r  t r a n s p o r t e r s  who h a v e  l o n g  c r o s s e d  b o r d e r s  i l l e g a l l y  
a r e  e x p e c t e d  t o  b e n e f i t  i n  r e d u c e d  o p e r a t i n g  c o s t s .  I n  some 
c a s e s ,  a n  e x p o r t  m a r k e t  may s e r v e  t o  h e l p  b r i n g  a l o n g  t h e  
d e v e l o p m e n t  of  d o m e s t i c  m a r k e t s .  

Groups nade Vulnerable by PWPR. I t  is  i m p o r t a n t  t o  d i f f e r e n t i a t e  
be tween  t h o s e  Rwandans who may b e  made v u l n e r a b l e  ( a )  by t h e  
A . I . D .  PMPR Program,  ( b )  t h e  G O R 1 s  o v e r a l l  S t r u c t u r a l  A d j u s t n e n t  
P r o g r a m ,  a n d  ( c )  t h o s e  l i k e l y  t o  b e  v u l n e r a b l e  r e g a r d l e s s  o f  t h e  
p r e s e n c e  o f  a  r e f o r m  p r o g r a m .  The  n e g a t i v e  c o n s e q u e n c e s  o f  t h e  
PMPR p r o g r a m ' s  r e f o r m s  w i l l  f a l l  on  g r o u p s  t r a d i t i o n a l l y  
c o n s i d e r e d  n o n - v u l n e r a b l e :  o w n e r s  and  e m p l o y e e s  of  i n e f f i c i e n t  
l a r g e r  f o r m a l  f i r m s  ( i n c l u d i n g  p a r a s t a t a l s )  i n  t h e  m a n u f a c t u r i n g  
and commerce s e c t o r s ,  a n d  t o  a minor  e x t e n t  c i v i l  s e r v a n t s .  
T r a d i t i o n a l l y  v u l n e r a b l e  g r o u p s ,  i n c l u d i n g  t h e  r u r a l  p o o r ,  a r e  
e x p e c t e d  t o  b e n e f i t  f rom t h e  A . I . D .  s u p p o r t e d  r e f o r m s ,  a s  s e t  
f o r t h  a b o v e .  

The  A . 1 . D . - s u p p o r t e d  r e f o r m s  h a v e  b e e n  d e s i g n e d  t o  l e s s e n  t h e  
i n i t i a l  s h o c k  of  t h e  r e f o r m s ,  b u t  n o t  a v o i d  t h e i r  f u n d a m e n t a l  
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i n t e n t ,  i n  four  ways. F i r s t ,  t h e  r e d u c t i o n  of GOR a r r e a r s  t o  
p r i v a t e  s e c t o r  f i r m s  w i l l  l a r g e l y  b e n e f i t  formal  f i r m s ,  some of  
whom could be adverse ly  a f f e c t e d  by t h e  PMPR. By having t h e i r  
a r r e a r s  reduced,  they w i l l  r e c e i v e  a  needed cash  i n j e c t i o n  t h a t  
can be used t o  h e l p  them a d j u s t .  Second, t h e  G O R  has dec ided  t o  
change s lowly  from a  G O 3  managed exchange r a t e .  i ia ther  than  jump 
d i r e c t l y  t o  a  market-determined exchange r a t e ,  i t  is  moving f i r s t  
t o  an i n t e r i m  managed system s o  f i r m s  w i l l  no t  s e e  t h e  d r a m a t i c  
exchange r a t e  changes,  hence changes  i n  t h e i r  c o s t s  of 
p r o d u c t i o n ,  a s  were seen  i n  o t h e r  re form programs. T h i r d ,  t h e  
G O R  has  dec ided  t o  r e s e r v e  30  p e r c e n t  of a l l  f o r e i g n  exchange 
a l l o c a t e d  under t h e  new system f o r  e s s e n t i a l  goods ( e . g . ,  p e t r o l ,  
o i l ,  l u b r i c a n t s ,  pha rmaceu t i ca l s ,  s c h o o l  s u p p l i e s ) .  F i n a l l y ,  t h e  
PMPR has a  monitoring component which i s  in tended  t o  r a p i d l y  
i d e n t i f y  and a s s e s s  t h e  magnitude of impact ,  both n e g a t i v e  and 
p o s i t i v e .  I n  t h e  case  of t h e  fo rmer ,  t h e  moni tor ing  sys tem can 
g i v e  t h e  G O R  more time t o  respond and c o r r e c t  an a d v e r s e  impact 
which i t  b e l i e v e s  t o  be u n a c c e p t a b l e .  

The l a s t  t h r e e  measares can h e l p  e a s e  t h e  a d v e r s e  e f f e c t s  of 
re forms beyond t h o s e  suppor ted  by t h e  A . 1 . D .  program. S i n c e  t h e  
monitoring system can h e l p  i d e n t i f y  p o t e n t i a l  problems, t h e  
A . I . D .  program could a f f o r d  some a s s i s t a n c e  t o  g roups  v u l n e r a b l e  
f o r  r e a s o n s  o t h e r  than t he  A. I .D .  program. 

Policy Conditionality. In o r d e r  t o  a c h i e v e  t h e  program purpose ,  
a  s e t  of p o l i c y  reform c o n d i t i o n s  were developed j o i n t l y  w i t h  t h e  
Government of Rwanda. The monies would be d i s b u r s e d  i n  two 
t r a n c h e s  of $15 m i l l i o n  and $10 m i l l i o n ,  r e s p e c t i v e l y .  

Conditions Precedent to the Disbursement of the First Tranche. 
Two c o n d i t i o n s  precedent  t o  t h e  d i sbursement  of t h e  f i r s t  t r a n c h e  
a r e  proposed:  

" C o n d i t i o n  1. T h e  G o v e r n m e n t  of R w a n d a  w i l l  h a v e  r e p l a c e d  t h e  
e x i s t i n g  a d m i n i s t r a t i v e l y  programmed f o r e i g n  exchange a l l o c a t i o n  
and c o n t r o l l e d  import l i c e n s i n g  sys tem w i t h  an i n t e r i m  l i c e n s i n g  
and a l l o c a t i o n  system t h a t  i s  r e s p o n s i v e  t o  market  c o n d i t i o n s  and 
has  t h e  fo l lowing c h a r a c t e r i s t i c s :  

( a )  t h e  Government of Rwanda w i l l  p u b l i c l y  
announce t h e  amount of f o r e i g n  exchange a v a i l a b l e  f o r  
a l l o c a t i o n  i n  each p e r i o d ;  

( b )  f i r m s  and i n d i v i d u a l s  s u b m i t t i n g  r e q u e s t s  f o r  
f o r e i g n  exchange w i l l  pay a t  t h e  t ime  of f i l i n g  a  non- 
r e f u n d a b l e  a p p l i c a t i o n  f e e  e q u i v a l e n t  t o  f i v e  p e r c e n t  
of t h e  va lue  of t h e i r  r e q u e s t  i n  l o c a l  c u r r e n c y ;  

( c )  i f  t h e  r e q u e s t s  exceed t h e  a v a i l a b l e  f o r e i g n  
exchange,  t h e  Government of Rwanda w i l l  r educe  
p r o p o r t i o n a t e l y  and n o n - d i s c r i m i n a t e l y  by a  f a c t o r  
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equa l  t o  t h e  r e l a t i o n s h i p  between t h e  o v e r a l l  
a v a i l a b i l i t y  of f o r e i g n  exchange and t h e  t o t a l  amount 
r3ques ted ;  

( 3 )  t h e  Government of Rwanda w i l l  i s s u e  t h e  
n e c e s s a r y  documenta t ion  and approva l s  p e r m i t t i n g  t h o s e  
who r e c e i v e d  f o r e i g n  exchange t o  import wi thou t  undue 
d e l a y ;  and 

( e )  t h e  Government of Rwanda w i l l  p u b l i s h  each  
month f o r  p u b l i c  d i s t r i b u t i o n  t h e  names of f i r m s  and 
i n d i v i d u a l s  who have reques ted  f o r e i g n  exchange under 
t h e  new sys tem,  how much and f o r  which i m p o r t s  they  
reques ted  f o r e i g n  exchange,  and how much was a l l o c a t e d  
t o  each r e q u e s t o r  and f o r  which i m p o r t s . "  

"Condi t ion  2 .  The Government of Rwanda w i l l  have: 

( a )  e l i m i n a t e d  a l l  c o n t r o l s  on p r o f i t  marg ins ,  
excep t  f o r  monopolies;  

( b )  a b o l i s h e d  f i x e d  p r i c e s  and p r o f i t  margins f o r  
a l l  goods and s e r v i c e s ,  except  fo r  a  l i m i t e d  number; 
and 

( c )  r e p l a c e d  q u a n t i t a t i v e  r e s t r i c t i o n s  p r o t e c t i n g  
l o c a l  i n d u s t r y  w i t h  a  reduced number of t a r i f f s  from 
t w e n t y - t h r e e  t o  s e v e n  and reduced range  of customs 
d u t i e s  and impor t  s u r c h a r g e s  from between z e r o  and 2 5 0  
p e r c e n t  t o  10 and 100 p e r c e n t . "  

C o n d i t i o n s  P r e c e d e n t  to  t h e  Disbursement  o f  t h e  Second Tranche .  
Three  c o n d i t i o n s  p r e c e d e n t  t o  t h e  d isbursement  of t h e  second 
t r a n c h e  a r e  proposed:  

"Condi t ion  1. The Government of Rwanda w i l l  have c o n t i n u e d  t o  
inplement  t h e  new impor t  system which has t h e  c h a r a c t e r i s t i c s  
s t i p u l a t e d  i n  Tranche  l . ,  Cond i t ion  1. above; o r  w i l l  have 
implemented an Open G e n e r a l  Licens ing  (OGL) sys tem."  

"Condi t ion  2 .  The Government of Rwanda ( G O R )  w i l l  have i n i t i a t e d  
a  comprehensive r ev iew of i t s  e x p o r t  promotion p o l i c i e s .  l1 

"Condi t ion  3 .  T h e  Government of Rwanda w i l l  have reduced i t s  
a r r e a r s  t o  domes t i c  c r e d i t o r s  by a t  l e a s t  t h e  e q u i v a l e n t  U S $  1 5  
m i l l i o n  ( c a l c u l a t e d  a t  t h e  time of s ign ing  t h e  Agreement) ."  

Covenants .  Two c o v e n a n t s  a r e  proposed: 

"Covenant 1. T h e  Government of Rwanda s h a l l  covenant  
t o  t a k e  s t e p s :  



( a )  t o  implement  an  Open G e n e r a l  L i c e n s i n g  System 
f o r  impor t s ;  

( b )  t o  implement  and r e i n f o r c e ,  i f  n e c e s s a r y ,  i t s  
c a p a c i t y  t o  m o n i t o r  t h e  o p e r a t i o n  of t h e  new f o r e i g n  
e x c h a n g e  a l l o c a t i o n  and l i b e r a l  i m p o r t  l i c e n s i n g  
s y s t e m ,  w i t h  p a r t i c u l a r  r e f e r e n c e  t o  i t s  e f f e c t  on the  
r n a n ~ f a c t ~ ~ r i n g  and commerce s e c t o r s  and t h e i r  l i n k a g e s  
w i t h  t h e  r e s t  of t h e  economy; a n d  

( c )  t o  f u r t h e r  r e d u c e  a r r e a r s  t o  d o m e s t i c  
c r e d i t o r s  by a t  l e a s t  t he  e q u i v a l e n t  of  ~ ~ $ 1 0  m i l l i o n  
( c a l c u l a t e d  a t  t h e  t i m e  of  s i g n i n g  t h e  A g r e e m e n t ) .  

"Covenan t  2 .  The Government o f  Rwanda w i l l  meet  w i t h  
USAI3, a s  n e c e s s a r y ,  t o  d i s c u s s  d e v e l o p m e n t s  c o n c e r n i n g  
t h e  i m p l e m e n t a t i o n  o f  t h e  p o l i c y  r e f o r m s ,  t h e i r  i m p a c t ,  
and g o v e r n m e n t ' s  r e v i e w  of  e x p o r t  p r o m o t i o n  p o l i c i e s . "  

D i s b u r s e m e n t  S c h e d u l e .  T h e r e  a r e  no s e t  d a t e s  by which t h e  GOR 
m u s t  comply  w i t h  t h e  PMPR p o l i c y  c o n d i t i o n s .  The GOR c a n  
r e q u e s t ,  i n  w r i t i n g ,  t h a t  A . I . D .  r e l e a s e  t h e  f u n d s  when t h e  GOR 
b e l i e v e s  i t  h a s  f u l f i l l e d  t h e  r e l e v a n t  c o n d i t i o n s .  USAID, i n  
c o n j u n c t i o n  w i t h  t h e  REDSO/ESA l a w y e r ,  w i l l  make t h e  
d e t e r m i n a t i o n  a s  t o  w h e t h e r  t h e  c o n d i t i o n s  h a v e  been  f u l f i l l e d .  
USAID e s t i m a t e s  t h a t  t h e  f i r s t  t r a n c h e  w i l l  b e  r e l e a s e d  i n  t h e  
f o u r t h  q u a r t e r  of  FY 1 9 9 1  and t h e  s e c o n d  t r a n c h e  by t h e  s t a r t  o f  
t h e  s e c o n d  q u a r t e r  o f  FY 1992 .  

S t a t u s  o f  N e g o t i a t i o n s .  Changes  s u g g e s t e d  i n  t h e  P A I P  E C P R  
q u i d a n c e  c a b l e  ( S t a t e  210761,  d a t e d  J u n e  27,  1 9 9 1 )  were  d i s c u s s e d  
i i t h  t h e  G O R .  I m p o r t a n t l y ,  b e t w e e n  t h e  P A I P  s u b m i s s i o n  and  t h e  
s t a r t  o f  t h e  P A A D  d e s i g n ,  t h e  GOR r e q u e s t e d  USAID t o  b e g i n  
i m p l e m e n t i n g  t h e  PMPR i n s t i t u t i o n a l  s t r e n g t h e n i n g  a n d  t e c h n i c a l  
a s s i s t a n c e  component  a s  s o o n  a s  p o s s i b l e ,  e v e n  b e f o r e  t h e  PMPR 
ProAg would be s i g n e d .  D r a f t s  o f  t h e  Program Agreement ,  
A u t h o r i z a t i o n ,  and A c t i o n  Memorandum h a v e  been  s e n t  t o  REDSO/ESA 
f o r  RLA c l e a r a n c e .  S i m i l a r l y ,  t o  e x p e d i t e  t h e  p r o c e s s ,  t h e  G O R  
h a s  a l s o  begun r e v i e w i n g  a  d r a f t  o f  t h e  Program Agreement .  

T h e  M i n i s t e r s  of  P l a n ,  F o r e i g n  A f f a i r s  ( i n  Rwanda, t h i s  M i n i s t e r  
s i g n s  a l l  donor  a g r e e m e n t s ) ,  and a  s p e c i a l  M i n i s t e r  i n  t h e  
? r e s i d e n t ' s  O f f i c e  h a v e  a l l  i n d i c a t e d  t o  USAID a t  v a r i o u s  t imes, 
t h e  G O R ' s  o v e r a l l  a g r e e m e n t  w i t h  t h e  PMPR, and t h e i r  w i l l i n g n e s s  
t o  p r o c e e d  t o  t h e  s i g n i n g  a s  s o o n  a s  p o s s i b l e .  
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EXECUTIVE SUMMARY 

RWANDA P R O D U C T I O N  AND I U R K E T I N G  P O L I C Y  REFORM ( P W R )  PROGRAM 
( 6 9 6 - 0 1 3 s )  

DEVELOPMEKT PROBLEM. I t  is  becoming i n c r e a s i n g l y  d i f f i c u l t  fo r  
Rwandans t o  f i n d  p roduc t ive  employment. On-farm employment 
o p p o r t u n i t i e s  a r e  l i m i t e d .  No e x p l o i t a b l e  a r e a s  remain and n o  
a c c e p t a b l e  a g r i c u l t u r a l  t e c h n o l o g i e s ,  which cou ld  p r o d u c t i v e l y  
u s e  t h e  growing l abor  supp ly ,  appear i n  hand. A l a n d l e s s  labor  
c l a s s  i s  emerging a s  many farms can no longer  be subdiv ided  among 
fami ly  members and s t i l l  be f e a s i b l e  economic u n i t s .  w i t h  
A f r i c a ' s  h i g h e s t  popu la t ion  d e n s i t y  ( 1 , 1 0 0  people  per square  
k i lometer  of a r a b l e  l a n d ) ,  a  high p o p u l a t i o n  growth r a t e  ( 3 . 4  
p e r c e n t ) ,  and d e s p i t e  a  g e n e r a l l y  conducive  a g r i c u l t u r a l  po l i cy  
framewor 4 ,  t h e  s e c t o r ' s  a b i l i t y  t o  p r o v i d e  new p r o d u c t i v e  
employment o p p o r t u n i t i e s  does not appear  encourag ing .  

In  !?wandat i t  i s  i n  t h e  non-farm s e c t o r s  where o p p o r t u n i t i e s  f o r  
new employment e x i s t .  Unlike t h a t  f o r  a g r i c u l t u r e ,  t h e  p o i i c y  
framework f a c i n g  non-farm s e c t o r s  has been much l e s s  conducive t o  
growth ,  having been c h a r a c t e r i z e d  a s  d i r i g  i s t ,  q u a s i  - 
i s o l a t i o n i s t ,  and import s u b s t i t u t i o n  o r i e n t e d .  However, s i n c e  
t h e  Government of Rwanda ( G O R )  launched a  comprehensive 
s t r u c t u r a l  ad jus tmen t  program t o  reform i t s  p o l i c y  framework i n  
l a t e  1990, p r o s p e c t s  f o r  inc reas ing  p r o d u c t i v e  employment i n  
Rwanda's non-farm s e c t o r s  of manufacturing and commerce have 
improved s i g n i f i c a n t l y .  

gwanda's s t r u c t u r a l  ad jus tment  program h a s  been developed with 
s u p p o r t  from t h e  World Bank and IMF. A t  a  r e c e n t  donor meeting 
i n  P a r i s ,  b i l a t e r a l  donors ,  inc luding  t h e  U .S., pledged f i n a n c i a l  
s u p p o r t  f o r  Rwanda. I t s  reform program i s  r e p l a c i n g  t h e  d i r i g i s t  
p o l i c i e s  of t h e  1980s w i t h  marke t -o r i en ted  re fo rms .  

The non-farm manufacturing and commerce s e c t o r s  a r e  t h e  key 
s e c t o r s  a d v e r s e l y  a f f e c t e d  by t h e  c u r r e n t  economic and f i n a n c i a l  
c r i s i s  and d i s t o r t e d  i n c e n t i v e  s t r u c t u r e .  The man81facturing and 
commerce ( i n c l u d i n g  s e r v i c e s )  s e c t o r s  a r e  d e f i n e d  t o  i n c l u d e  both 
fo rmal ,  i . e . ,  r e g i s t e r e d ,  and in fo rmal ,  i . e . ,  u n r e g i s t e r e d ,  f i r m s  
engag ing i n  p r o d u c t i o n  and marketing a c t i v i t i e s .  A c o n s i d e r a b l e  
body of a n a l y s i s  has  concluded t h a t  Rwanda's c u r r e n t  non-farm 
s t r u c t u r e  has  evolved i n t o  i t s  p r e s e n t  s t a t e  l a r g e l y  a s  t h e  
r e s u l t  of government p o l i c i e s  and a d m i n i s t r a t i v e  r e g u l a t o r y  
mechanisms. These p o l i c i e s  had t h e  government d i r e c t i n g  and 
c o n t r o l l i n g  i m p o r t s ,  inves tment ,  p r o f i t  marg ins ,  p r i c e ,  movement 
of l a b o r ,  e n t r y  i n t o  b u s i n e s s ,  and, j u s t  a s  i m p o r t a n t l y ,  e x p o r t s .  
Given Rwanda's l and  and popula t ion  c o n s t r a i n t s ,  t h e s e  s e c t o r s  
have an impor tan t  r o l e  t o  p l a y .  They can p r o v i d e  employment and 
domest ic  value-added goods needed and d e s i r e d  by Rwandans and 



h e l p  d i v e r s i f y  Rwanda's v i r t u a l  dependency on c o f f e e  and t e a  
e x p o r t s .  

Program Goal and Purpose.  The g o a l  i s  t o  c o n t r i b u t e  t o  growth i n  
employment and p r o d u c t i o n  i n  t h e  medium term.  To t h a t  end,  t h e  
program purpose  i s  t o  i n c r e a s e  c o m p e t i t i o n  i n  t h e  s h o r t  run ,  and 
s u b s e q u e n t l y  p r o d u c t i o n  and employment, i n  manufac tur ing  and 
r e l a t e d  s e c t o r s .  The A . 1 . D .  program i s  summarized i n  t h e  l o g i c a l  
framework i n  A n n e x  B .  

Program Components. The program has f o u r  components: ( 1 )  p o l i c y  
reform;  ( 2 )  r e s o u r c e  t r a n s f e r  i n  t h e  form of cash  t r a n s f e r ;  ( 3 )  
l o c a l  c u r r e n c y  g e n e r a t e d  from t h e  r e s o u r c e  t r a n s f e r ;  and ( 4 )  
t e c h n i c a l  a s s i s t a n c e  f o r  program monitoring and i n s t i t u t i o n a l  
s t r e n g t h e n i n g  . 

( 1 )  The p o l i c y  reforms A . I . D .  has  i d e n t i f i e d  f i r m l y  suppor t  
t h e  Government of Rwanda's ( G O R )  own s t r u c t u r a l  re form agenda and 
form t h e  c o r e  of p o l i c i e s  which suppor t  t h e  change t o  market-  
d r i v e n  s i g n a l s  i n  Rwanda's non-farm s e c t o r s .  They a d d r e s s  t h r e e  
c r i t i c a l  a r e a s  a f f e c t i n g  t h e  manufacturing and commerce s e c t o r s :  
( a )  t h e  f o r e i g n  exchange a l l o c a t i o n  and impor t  sys tem;  ( b )  t h e  
r e s t r i c t i v e  t r a d e  regime;  and ( c )  t h e  number of p r i c e s  under 
government c o n t r o l .  These reforms a r e  i m p o r t a n t  i n t e r i m  s t e p s  i n  
t h e  p r o c e s s  of moving toward an economic environment  wi th  a  l e s s  
r e s t r i z t i v e  import  regime ( a n  open g e n e r a l  l i c e n s i n g  s y s t e m ) ,  a  
more e x p o r t - o r i e n t e d  o u t l o o k ,  and fewer g o v e r n m e n t - f i a t e d  p r i c e  
and p r o f i t  margin c o n t r o l s .  The A.1.D.-supported re fo rms  address  
c u r r e n t l y  t h e  key c o n s t r a i n t s  fac ing  t h e  manufac tur ing  and 
commerce s e c t o r s ,  a s  i d e n t i f i e d  i n  S e c t i o n  1 I I . B .  above .  

The proposed PMPR, t o g e t h e r  wi th  i n s t i t u t i o n a l  s t r e n g t h e n i n g  and 
complementary measures i d e n t i f i e d  i n  Rwanda's l a r g e r  ad jus tmen t  
program, can beg in  t h e  r e s t r u c t u r i n g  of t h e  d i s t o r t e d  i n c e n t i v e  
s t r u c t u r e  f a c i n g  R w a n d a ' s  m a n u f a c t u r i n g  a n d  commerce  s e c t o r s  f r o m  
one t h a t  i s  r e s p o n s i v e  t o  government d i r e c t i v e s  ( t h e  formal  
segments)  o r  r e p r e s s e d  ( t h e  informal  segments )  by d i r e c t i v e s  t o  
one t h a t  is  l e s s  f e t t e r e d  by government and g u i d e d  by market 
f o r c e s .  

( 2 )  The proposed PMPR w i l l  p rov ide  a  t o t a l  of  $25 m i l l i o n .  
I t  w i l l  be d i s b u r s e d  i n  two t r a n c h e s ,  w i t h  $15 m i l l i o n  f o r  t h e  
f i r s t  t r a n c h e .  The d o l l a r s  w i l l  be d i s b u r s e d  i n  t h e  form of cash 
t r a n s f e r s .  T h e  d o l l a r  r e s o u r c e s  a r e  provided t o  r educe  r e a l  and 
pe rce ived  r i s k s  and u n c e r t a i n t i e s  a s s o c i a t e d  wi th  t h e  change from 
t h e  c u r r e n t  a d m i n i s t r a t i v e l y - a l l o c a t e d  impor t  sys tem t o  t h e  
market -  or  p r i c e - d r i v e n  sys tem.  Provid ing  r e s o u r c e s  a s  a  cash  
t r a n s f e r  had s i g n a l l e d  f i r m l y  t o  t h e  G O R  t h e  USAID p r i o r i t y  t h a t  
t h e  new sys tem be implemented i n  a  t r a n s p a r e n t  and non- 
d i s c r i m i n a t o r y  f a s h i o n .  How t h e  new import  l i c e n s i n g  and f o r e i g n  
exchange a l l o c a t i o n  sys tem i s  a c t u a l l y  implemented w i l l  be 
c r u c i a l  i n  d e t e r m i n i n g  t h e  momentum of t h e  G O R ' s  o v e r a l l  



s t r u c t u r a l  ad jus tmen t  program and t h e  p r i v a t e  s e c t o r ' s  c o n f i d e n c e  
i n  t h e  r e fo rm program. T h e i r  a s s e s s m e n t  of t h e  G O R ' s  i n t e n t  and 
conmitment w i l l  i n f l u e n c e  whether  and how t h e y  w i l l  r e spond  t o  
t h e  changing i n c e n t i v e  s t r u c t u r e .  

( 3 )  The l o c a l  c u r r e n c y  ( e q u i v a l e n t  t o  $25  m i l l i o n )  
g e n e r a t e d  by t? ,e  d o l l a r  t r a n s f e r s  w i l l  be used t o  h e l p  r e d u c e  
government  a r r e a r s  t o  p r i v a t e  s e c t o r  m a n u f a c t u r e r s ,  commercial  
c o n c e r n s  ( e . g . ,  t r a n s p o r t e r s )  and o t h e r  p r i v a t e  s u p p l i e r s .   he 
r e d u c t i o n  of a r r e a r s  w i l l  be a  c r i t i c a l  f a c t o r  i n  boos t ing  
b u s i n e s s  c o n f i d e n c e  and r e d u c i n g  some c r e d i t  c runch .  

( 4 )  The PMPR ' s  mon i to r ing  and i n s t i t u t i o n a l  s t r e n g t h e n i n g  
component supplements  G O R  and o t h e r  donor  e f f o r t s  t o  e n s u r e  t h a t  
t h e r e  is  an o n q o i n g  and t i m e l y  m o n i t o r i n g  and a n a l y s i s  
c a p a b i l i t y  f o r  o v e r s e e i n g  and a s s e s s i n g  t h e  impact  of t h e  A . 1  . D .  - 
s u p p o r t e d  re forms  and a s s o c i a t e d  p a r t s  of t h e  l a r g e r  SAP on 
c o m p e t i t i o n ,  p r o d u c t i o n  and employment.  I t  a d d r e s s e s  two 
weaknesses  i n  t h e  G O R ' s  S t r u c t u r a l  Adjus tment  Program: t h e  
a b s e n c e  of a  v e h i c l e  t o  r a p i d l y  a s s e s s  t h e  e v o l v i n g  impac t  of 
p o l i c y  changes ,  and t h e  u n s a t i s f a c t o r y  r e c o r d  of c o l l e c t i n g ,  
p c o c e s s i n g ,  and a n a l y z i n g  even s m a l l  s e t s  of s u r v e y  d a t a  on a  
t i m e l y  b a s i s .  USAID s u p p o r t  i s  t o  h e l p  i d e n t i f y ,  on a  t i m e l y  
b a s i s ,  a r e a s  which cou ld  be implemented more r a p i d l y  o r  which 
r e q u i r e  m o d i f i c a t i o n s .  I n  t h i s  manner,  p o t e n t i a l  problems c a n  be 
i d e n t i f i e d  and focused  upon b e f o r e  t h e y  may become t h r e a t e n i n g  t o  
t h e  o v e r - a l l  ad ju s tmen t  program.  I t  may a l s o  h e l p  t o  c o n t r o l  and 
d i s p e l  i n c o r r e c t  rumors and s u p p o s i t i o n s  a b o u t  t h e  a c t u a l  impac t  
of PMPR, a s  w e l l  a s  i t s  c o n v e r s e ,  p r o v i d e  c o n c r e t e  i n f o r m a t i o n  t o  
g e n e r a t e  c o n f i d e n c e  i n  t h e  new i m p o r t  sy s t em and t h e  g o v e r n m e n t ' s  
commitment t o  s t r u c t u r a l  a d j u s t m e n t .  J u s t  a s  i m p o r t a n t l y ,  t h i s  
component,  w h i l e  b e n e f i t i n g  t h e  G O R ,  w i l l  a l s o  b e n e f i t  t h e  
Mis s ion .  F i r s t ,  t h e  b a s e - l i n e  d a t a  c o l l e c t e d  can  pe rmi t  a  b e t t e r  
a s s e s s m e n t  of t h e  p rog ram ' s  p e o p l e - l e v e l  impac t .  Second, 
i n f o r m a t i o n  c o l l e c t e d  d u r i n g  t h e  l i f e - o f - p r o g r a m  can  h e l p  USAID 
work w i t h  t h e  GOR t o  c o r r e c t  p rob lems  a s  t h e y  a r e  i d e n t i f i e d  and  
t a k e  a d v a n t a g e  of emerging o p p o r t u n i t i e s .  

A Moni tor ing  U n i t  w i l l  be e s t a b l i s h e d  i n  t h e  M i n i s t r y  of P l a n  t o  
implement t h i s  PMPR program component .  Given t h e  o v e r r i d i n g  
i m p o r t a n c e  of t h i s  component t o  e n s u r i n g  t h e  PMPR p rog ram ' s  
impac t  i s  a s  e n v i s a g e d ,  i t  i s  t r e a t e d  i n  a  s e p a r a t e  s e c t i o n  ( S e e  
S e c t i o n  V I . ) .  T e c h n i c a l  a s s i s t a n c e  w i l l  be p rov ided  a s  needed t o  
s u p p o r t  t h e  implementa t ion  and f u r t h e r  f o r m u l a t i o n  of p o l i c y  
r e f o r m s ,  a s  w e l l  a s  t o  s t r e n g t h e n  i n s t i t u t i o n s  which s i l ppo r t  t h e  
r e fo rm imp lemen ta t i on ,  m o n i t o r i n g ,  and e v a l u a t i o n  p r o c e s s .  
Twelve months of funding  f o r  t h i s  component w i l l  come from an on -  
go ing  USAID p o l i c y  r e fo rm p r o j e c t .  Approximate ly  $493,000 and 
l o c a l  c u r r e n c y  e q u i v a l e n t  t o  $90,000 w i l l  be  p r o v i d e d .  
T h e r e a f t e r ,  a  new A . T . D .  p r o j e c t  w i l l  p r o v i d e  t h e  fund ing .  The 
s i z e  of t h e  p r o j e c t  i s  p r o j e c t e d  t o  be  $3 .6  m i l l i o n  and l o c a l  



c 7 ~ r r e n c y  t o  be e q u i v a l e n t  t o  $566,000.  T h i s  l a t t e r  e s t i m a t e  does 
no t  y e t  i n c l u d e  i n - k i n d  c o n t r i b u t i o n s  by t h e  G O R .  

Program Impact and ~ e n e f i c i a r i e s .  The program impact and 
b e n e f i c i a r i e s  a r e  d i s c u s s e d  i n  d e t a i l  i n  S e c t i o n  V I I  and Annex F .  
The u l t i m a t e  b e n e f i c i a r i e s  w i l l  be: 

- -  r u r a l  and urban Rwandans who w i l l  have a  g r e a t e r  supply  
and v a r i e t y  of r e q u i r e d  and d e s i r e d  goods and s e r v i c e s  t o  
purc5ase ,  some a t  lower r e a l  p r i c e s ;  and s u b s e q u e n t l y  - - Pwandans who w i l l  be employed a s  a  r e s u l t  of new 
produc t ion  a c t i v i t i e s ,  both  f o r  domes t i c  and expor t  marke t s ,  
i n  t h e  r e s t r u c t u r i n g  manufac tur ing  and commerce s e c t o r s .  

Given Rwandan s o c i a l  s t r u c t u r e s ,  new employment w i l l  r e s u l t  i n  
p a r t  of t h e  income earned being t r a n s f e r r e d  t o  r u r a l  a r e a s .  
Linkages and t h e  passing of a s s i s t a n c e  from non-farm workers back 
t o  t h e  farm through t h e  extended f a m i l y  s t r d c t u r e s  a r e  very 
s t r o n g  t r a d i t i o n a l  s o c i a l  s t r u c t u r e s .  Rwanda's adequa te  road 
network,  by sub-Saharan s t a n d a r d s ,  and l a r g e  number of t r a d e r s  
and r u r a l  merchants ,  w i l l  h e l p  e n s u r e  t h a t  t h e  a d d i t i o n a l  
p roduc t ion  by t h e  manufacturing s e c t o r  w i l l  be marketed widely 
throughout  t h e  c o u n t r y .  

Women a r e  a l s o  expected  t o  b e n e f i t .  I f  p a s t  e x p e r i e n c e  i n  Rwanda 
can be used a s  a  g u i d e ,  roughly o n e - f i f t h  of a l l  new b u s i n e s s e s  
c r e a t e d  a s  a  r e s u l t  of t h e  re forms w i l l  be women-directed. Women 
w i l l  account  f o r  roughly o n e - f i f t h  of a l l  new employment. Of t h e  
women-directed e n t e r p r i s e s ,  an overwhelming p e r c e n t a g e  ( 9 0  
p e r c e n t )  of them can be expected  t o  be s m a l l  and micro 
e n t e r p r i s e s .  About t w o - t h i r d s  of t h e  women w i l l  begin  a c t i v i t i e s  
i n  commerce w i t h  most of t h e  remainder  being i n  s m a l l  and micro 
manufac tur ing  a c t i v i t i e s .  

T h e  P N P R ' s  p e o p l e - l e v e l  impact ,  p a r t i c u l a r l y  on employment and 
o u t p u t ,  can be more c l e a r l y  seen  by d e t a i l i n g  t h e  l i n k a g e s  
between t h e  u l t i m a t e  and i n t e r m e d i a t e  b e n e f i c i a r i e s .  A d d i t i o n a l  
d e t a i l  on t h e  l i n k a g e s  can found i n  Annex G I  Cases  S t u d i e s .  
I n t e r m e d i a t e  b e n e f i c i a r i e s  i n c l u d e  c u r r e n t l y  e f f i c i e n t  
manufac tu res  and commercial c o n c e r n s ,  i m p o r t e r s ,  shopkeepers ,  and 
t r a n s p o r t e r s .  They w i l l  b e n e f i t  from n o n - d i s c r i m i n a t o r y  a c c e s s  
t o  f o r e i g n  exchange, fewer c o n s t r a i n t s  r e g a r d i n g  t h e  t y p e  of 
i tems which can be imported,  fewer p r i c e  and margin c o n t r o l s .  
Having g r e a t e r  freedom i n  making p r o d u c t i o n  and market ing 
d e c i s i o n s  i s  expected  t o  s t i m u l a t e  e f f i c i e n t  manufac tu re r s  t o  
i n c r e a s e  employment and o u t p u t  i n  t h e  f i r s t  i n s t a n c e .  Small 
r u r a l  and urban shopkeepers ,  and t r a n s p o r t e r s  i n  t h e  commercial 
s e c t o r  w i l l  b e n e f i t  from a  g r e a t e r  p r o d u c t i o n  which they  can t h e n  
buy and s e l l .  U l t i m a t e l y ,  Rwanda's consumers w i l l  b e n e f i t  from 
having an i n c r e a s e d  supply  of goods .  



T O  economize  on t h e  i n c r e a s e d  p r i c e  of  f o r e i g n  e x c h a n g e ,  t h e s e  
f i r m s  a r e  e x p e c t e d  t o  s e e k  o u t  ways t o  t a k e  g r e a t e r  a d v a n t a q e  o f  
l o c a l  i n p u t s .  T h i s  would  s t i m u l a t e  a  second  round  e f f e c t  on 
e z t e r p r i s e s  h e r e t o f o r e  b e n e f i t i n g  l i t t l e  o r  n o t  a t  a l l  f rom 
f o r m a l  m a n u f a c t u r i n g  a c t i v i t y .  Based on t h e i r  f i r s t  round  o f  
e x p e r i e n c e ,  m a n u f a c t u r e r s  a n d  c o m m e r c i a l  c o n c e r n s  can  be  e x p e c t e d  
t o  i n c r e a s e  t h e i r  i n v e s t m e n t  a n d ,  p o s s i b l y ,  e n t r y  i n t o  d i f f e r e n t  
p r o d u c t  l i n e s .  

I m p o r t e r s  of  f i n a l  c o n s u m e r  g o o d s  a n d  i n t e r m e d i a t e  g o o d s  h a v e  
been  c o n s t r a i n e d  by g o v e r n m e n t  p o l i c i e s .  They w i l l  b e n e f i t  from 
t h e  PYPR-supported c h a n g e s .  They c a n  be  e x p e c t e d  t o  t r y  t o  
i m p o r t  more and d i f f e r e n t  t y p e s  o f  f i n a l  g o o d s ,  g i v e n  t h e  r e m o v a l  
o f  government  r e g u l a t i o n s  on  t h e  t y p e s  and q u a n t i t i e s  o f  i m p o r t s .  
Goods whose i m p o r t  was t i g h t l y  c o n t r o l l e d  i n c l u d e  b l a n k e t s ,  
p l a s t i c  p r o d u c t s ,  h o e s ,  a n d  o t h e r  s m a l l  a g r i c u l t u r a l  i m p l e m e n t s .  

L a r g e r  i m p o r t e r s  a r e  e x p e c t e d  t o  s e r v e  t h e  n e e d s  of s m a l l  and 
i n f o r m a l  s e c t o r  e n t e r p r i s e s  who may n o t  be l a r g e  enough t o  
p a r t i c i p a t e  d i r e c t l y  i n  t h e  new i m p o r t  s y s t e m .  T h e s e  s m a l l e r  
p r o d u c e r s  w i l l  s t i l l  b e n e f i t  by o b t a i n i n g  a c c e s s  t o  n e e d e d  
i m p o r t e d  i n t e r m e d i a t e  g o o d s  a n d  t h e n  be ing  a b l e  t o  t r a n s f o r m  them 
d o m e s t i c a l l y  ( i . e . ,  a d d i n g  l o c a l  v a l u e - a d d e d ) .  

A n o t h e r  g r o u p  of i n t e r m e d i a t e  b e n e f i c i a r i e s  a r e  t h o s e  
m a n u f a c t u r e r s  and c o m m e r c i a l  c o n c e r n s  who have  been  c o n s t r a i n e d  
by government  p o l i c y  f r o m  t r y i n g  t o  d e v e l o p  e x p o r t  m a r k e t s  f o r  
t h e i r  g o o d s .  Whi le  t h e  i m p a c t  of  t h e  p r o g r a m ' s  e x p o r t  p r o m o t i o n  
component  w i l l  be  v e r y  l i m i t e d  d u r i n g  t h e  l i f e  o f  t h e  PMPR,  i t  
n e v e r t h e l e s s  c a n  g e n e r a t e  f u t u r e  b e n e f i t s  i n  t e r m s  of  g r e a t e r  
employment and l i n k q e s  w i t h  o t h e r  l o c a l  s u p p l i e r s ,  and f o r e i g n  
e x c h a n g e  e a r n i n g s .  A s  Rwanda becomes more s u p p o r t i v e  o f  e x p o r t s ,  
t h e  s m a l l e r  t r a n s p o r t e r s  who h a v e  l o n g  c r o s s e d  b o r d e r s  i l l e g a l l y  
a r e  e x p e c t e d  t o  b e n e f i t  i n  r e d u c e d  o p e r a t i n g  c o s t s .  I n  some 
c a s e s ,  a n  e x p o r t  m a r k e t  may s e r v e  t o  h e l p  b r i n g  a l o n g  t h e  
d e v e l o p m e n t  of  d o m e s t i c  m a r k e t s .  

Groups Hade Vulnerable by PIIPR. I t  i s  i m p o r t a n t  t o  d i f f e r e n t i a t e  
b e t y e e n  t h o s e  Rwandans who may b e  made v u l n e r a b l e  ( a )  by t h e  
A . I . D .  PMPR Program,  ( b )  t h e  G O R ' s  o v e r a l l  S t r u c t u r a l  A d j u s t m e n t  
P r o g r a m ,  and ( c )  t h o s e  l i k e l y  t o  b e  v u l n e r a b l e  r e g a r d l e s s  of t h e  
p r e s e n c e  of  a  r e f o r m  p r o g r a m .  The  n e g a t i v e  c o n s e q u e n c e s  o f  t h e  
PMPR p r o g r a m ' s  r e f o r m s  w i l l  f a l l  on g r o u p s  t r a d i t i o n a l l y  
c o n s i d e r e d  n o n - v u l n e r a b l e :  o v n e r s  and  employees  of  i n e f f i c i e n t  
l a r g e r  f o r m a l  f i r m s  ( i n c l u d i n g  p a r a s t a t a l s )  i n  t h e  m a n u f a c t u r i n g  
a n d  ccmmerce s e c t o r s ,  and  t o  a minor  ex ten t  c i v i l  s e r v a n t s ,  
T r a d i t i o n a l l y  v u l n e r a b l e  g r o u p s ,  i n c l u d i n g  t h e  r u r a l  p o o r ,  a r e  
e x p e c t e d  t o  b e n e f i t  f rom t h e  A . I , D .  s u p p o r t e d  r e f o r m s ,  a s  se t  
f o r t h  a b o v e .  

T h e  A.1 .D. - suppor ted  r e f o r m s  h a v e  b e e n  d e s i g n e d  t o  l e s s e n  t h e  
i n i t i a l  s h o c k  of t h e  r e f o r m s ,  b u t  n o t  a v o i d  t h e i r  f u n d a m e n t a l  

v i i i  



i n t e n t ,  i n  f ou r  ways. F i r s t ,  t h e  r e d u c t i o n  of G O R  a r r e a r s  t o  
p c i v a t e  s e c t o r  f i r m s  w i l l  l a r g e l y  b e n e f i t  fo rmal  f i r m s ,  some of 
whom cou ld  be a d v e r s e l y  a f f e c t e d  by t h e  PMPR. By hav ing  t h e i r  
a r r e i r s  reduced ,  t h e y  w i l l  r e c e i v e  a  needed cash  i n j e c t i o n  t h a t  
c an  t.,e used t o  h e l p  them a d j u s t .  Second ,  t h e  GOR h a s  d e c i d e d  t o  
change s l o w l y  from a  GO? mansqed exchange r a t e .  R a t h e r  t h a n  j l ~ rnp  
d i r e c t l y  t o  a  marke t -de t e rmined  exchange r a t e ,  i t  i s  moving f i r s t  
t o  an i n t e r i m  nanaged sys t em s o  f i r m s  w i l l  n o t  see  t h e  d r a m a t i c  
exchange r a t e  changes ,  hence  changes  i n  t h e i r  c o s t s  of 
~ r o d u c t i o n ,  a s  were s e e n  i n  o t h e r  r e fo rm programs .  T h i r d ,  t h e  
GOR has  dec ided  t o  r e s e r v e  30 p e r c e n t  of a l l  f o r e i g n  exchange  
a l l o c a t e d  under t h e  new sys t em f o r  e s s e n t i a l  goods  ( e . g . ,  p e t r o l ,  
o i l ,  l u b r i c a n t s ,  p h a r m a c e u t i c a l s ,  s c h o o l  s u p p l i e s ) .  F i n a l l y ,  t h e  
PYPR has  a  moni tor ing  component which i s  i n t e n d e d  t o  r a p i d l y  
i d e n t i f y  and a s s e s s  t h e  magni tude  of impac t ,  bo th  n e g a t i v e  and 
p o s i t i v e .  I n  t h e  c a s e  of t h e  fo rmer ,  t h e  m o n i t o r i n g  sys t em c a n  
g i v e  t h e  GOR more t i m e  t o  respond  and c o r r e c t  an a d v e r s e  impac t  
which i t  b e l i e v e s  t o  be u n a c c e p t a b l e .  

The l a s t  t h r e e  measures  c a n  h e l p  e a s e  t h e  a d v e r s e  e f f e c t s  of 
r e fo rms  beyond t h o s e  s u p p o r t e d  by  t h e  A.I .D.  p rogram.  S i n c e  t h e  
mon i to r ing  system can  h e l p  i d e n t i f y  p o t e n t i a l  p r o b l e m s ,  t h e  
A.I.D. program cou ld  a f f o r d  some a s s i s t a n c e  t o  g r o u p s  v u l n e r a b l e  
f o r  r e a s o n s  o t h e r  t h a n  t h e  A.I .D. program.  

P o l i c y  C o n d i t i o n a l i t y .  I n  o r d e r  t o  a c h i e v e  t he  program p u r p o s e ,  
a  s e t  of p o l i c y  r e fo rm c o n d i t i o n s  were deve loped  j o i n t l y  w i t h  t h e  
Government of Rwanda. The monies  would be d i s b u r s e d  i n  two 
t r a n c h e s  of $15 m i l l i o n  and $10 m i l l i o n ,  r e s p e c t i v e l y .  

C o n d i t i o n s  P r e c e d e n t  t o  t h e  Disbursement  of t h e  F i r s t  T ranche .  
Two c o n d i t i o n s  p r e c e d e n t  t o  t he  d i s ,bursement  of t h e  f i r s t  t r a n c h e  
a r e  p roposed:  

" C o n d i t i o n  1. T h e  G o v e r n m e n t  o f  R w a n d a  will h a v e  r e p l a c e d  t h e  
e x i s t i n g  a d m i n i s t r a t i v e l y  programmed f o r e i g n  exchange  a l l o c a t i o n  
and c o n t r o l l e d  impor t  l i c e n s i n g  sys t em w i t h  an  i n t e r i m  l i c e n s i n g  
and a l l o c a t i o n  sys tem t h a t  i s  r e s p o n s i v e  t o  marke t  c o n d i t i o n s  and 
h a s  t h e  f o l l o w i n g  c h a r a c t e r i s t i c s :  

( a )  t h e  Government of Rwanda w i l l  p u b l i c l y  
announce t h e  amount of f o r e i g n  exchange  a v a i l a b l e  f o r  
a l l o c a t i o n  i n  e a c h  p e r i o d ;  

( b )  f i r m s  and  i n d i v i d u a l s  s u b m i t t i n g  r e q u e s t s  f o r  
f o r e i g n  exchange w i l l  pay a t  t h e  t i m e  of f i l i n g  a  non-  
r e f u n d a b l e  a p p l i c a t i o n  f e e  e q u i v a l e n t  t o  f i v e  p e r c e n t  
of t h e  va lue  of t h e i r  r e q u e s t  i n  l o c a l  c u r r e n c y ;  

( c )  i f  t h e  r e q u e s t s  exceed  t h e  a v a i l a b l e  f o r e i g n  
exchange ,  t h e  Government of Rwanda w i l l  r e d u c e  
p r o p o r t i o n a t e l y  and  n o n - d i s c r i m i n a t e l y  by a  f a c t o r  



e q ~ a l  t o  t h e  r e i a t i o n s h i p  between t h e  o v e r a l l  
2 v 3 1  : a b i l i t y  of f o r e i g n  exchange and t 5 e  t o t a l  amount 
re,q:ested; 

( 3 )  t?,e Gor~ernment  of Rwanda w i l l  i s s u e  t h e  
necessa ry  documenta t ion  and approvals  p e r m i t t i n g  t h o s e  
-kd3 r e c e i v e d  f o r e i g n  exchange t o  import wi thou t  undae 
2e :3 '~ ;  and 

( e l  t h e  Government of Rwanda w i l l  p u b l i s h  each 
month f o r  p u b l i c  d i s t r i b u t i o n  the  names of f i r m s  and 
i n i i v i d u a l s  who have reques ted  f o r e i g n  exchange under 
t h e  new sys tem,  how much and for  which impor t s  t h e y  
reques ted  f o r e i g n  exchange, and how much was a l l o c a t e d  
t o  each r e q u e s t o r  and for which impor ts . "  

"Condi t ion  2 .  The Government of Rwanda w i l l  have: 

( a )  e l i m i n a t e d  a l l  c o n t r o l s  on prof i t  marg ins ,  
except  f o r  monopolies;  

( 5 )  a b o l i s h e d  f i x e d  p r i c e s  and p r o f i t  margins f o r  
a l l  goods and s e r v i c e s ,  except  fo r  a  l i m i t e d  number; 
an3 

( c )  r e p l a c e d  q u a n t i t a t i v e  r e s t r i c t i o n s  p r o t e c t i n g  
l o c a l  i n d u s t r y  wi th  a  reduced number of t a r i f f s  from 
t w e n t y - t h r e e  t o  seven  and reduced range  of customs 
d u t i e s  and impor t  s u r c h a r g e s  from between z e r o  and 2 5 0  
pe rcen t  t o  10 and 100 p e r c e n t . "  

C o n d i t i o n s  P r e c e d e n t  t o  t h e  Disbursement of t h e  Second Tranche.  
T h r e e  c o n d i t i o n s  p r e c e d e n t  t o  t h e  d i s b u r s e m e n t  of  t h e  s e c o n d  
t r a n c h e  a r e  proposed:  

"Condi t ion  1. T h e  Government of Rwanda w i l l  have con t inued  t o  
implement t h e  new impor t  system which has  t h e  c h a r a c t e r i s t i c s  
s t i p u l a t e d  i n  Tranche  l . ,  Cond i t ion  1. above; o r  w i l l  have 
implemented an Open G e n e r a l  Licensing ( E L )  sys t em."  

"Condi t ion  2 .  The Government of Rwanda ( G O R )  w i l l  have i n i t i a t e d  
a  comprehensive r ev iew o f  i t s  expor t  promotion p o l i c i e s . "  

"Condi t ion  3 .  T3e Government of Rwanda w i l l  have reduced i t s  
a r r e a r s  t o  domes t i c  c r e d i t o r s  by a t  l e a s t  t h e  e q u i v a l e n t  US$ 1 5  
m i l l i o n  ( c a l c u l a t e d  a t  t h e  t ime of s igning  t h e  Agreement) ."  
Covenants.  Two c o v e n a n t s  a r e  proposed: 

"Covenant 1. The Government of Rwanda s h a l l  covenant  
t o  t a k e  s t e p s :  



( a )  t o  implement an Open General  Licens ing  System 
f o r  impor ts ;  

( 5 )  t o  implement and r e i n f o r c e ,  i f  n e c e s s a r y ,  i t s  
c a p a c i t y  t o  monitor  t h e  o p e r a t i o n  of t h e  new f o r e i g n  
exchange a l l o c a t i o n  and l i b e r a l  import l i c e n s i n g  
system, w i t h  p a r t i c u l a r  r e f e r e n c e  t o  i t s  e f f e c t  on t h e  
manufacturing and commerce s e c t o r s  and t h e i r  l i n k a g e s  
w i t h  t h e  r e s t  of t h e  economy; and 

( c )  t o  f u r t h e r  r educe  a r r e a r s  t o  domest ic  
c r e d i t o r s  by a t  l e a s t  t h e  e q u i v a l e n t  of ~ ~ $ 1 0  m i l l i o n  
( c a l c u l a t e d  a t  t h e  t ime  of s ign ing  t h e  Agreement) .  

"Covenant 2 .  The Government of Rwanda w i l l  meet w i t h  
JSAID, a s  n e c e s s a r y ,  t o  d i s c u s s  developments concerning  
t h e  implementa t ion  of t h e  p o l i c y  reforms,  t h e i r  impact ,  
and government ' s  rev iew of e x p o r t  promotion p o l i c i e s . "  

Disbursement Schedule .  There  a r e  no s e t  d a t e s  by which t h e  G O R  
m u s t  comply w i t h  t h e  PMPR p o l i c y  c o n d i t i o n s .  The G O R  can 
r e q u e s t ,  i n  w r i t i n g ,  t h a t  A . I . D .  r e l e a s e  t h e  f u n d s  when t h e  GOR 
b e l i e v e s  i t  has f u l f i l l e d  t h e  r e l e v a n t  c o n d i t i o n s .  USAID, i n  
c o n j u n c t i o n  w i t h  t h e  REDSO/ESA lawyer ,  w i l l  make t h e  
d e t e r m i n a t i o n  a s  t o  whether t h e  c o n d i t i o n s  have been f u l f i l l e d .  
USAID e s t i m a t e s  t h a t  t h e  f i r s t  t r a n c h e  w i l l  be r e l e a s e d  i n  t h e  
f o u r t h  q u a r t e r  of FY 1991 and t h e  second t r a n c h e  by t h e  s t a r t  of 
t h e  second q u a r t e r  of FY 1992. 

S t a t u s  of  N e g o t i a t i o n s .  Changes sugges ted  i n  t h e  P A I P  ECPR 
g u i d a n c e  c a b l e  ( S t a t e  210761, da ted  June  2 7 ,  1991) were d i s c u s s e d  
w i t h  t h e  G O R .  I m p o r t a n t l y ,  between t h e  P A I P  submiss ion  and t h e  
s t a r t  of t h e  P A A D  d e s i g n ,  t h e  GOR reques ted  USAID t o  begin  
implementing t h e  PMPR i n s t i t u t i o n a l  s t r eng then ing  and t e c h n i c a l  
a s s i s t a n c e  component a s  soon a s  p o s s i b l e ,  even b e f o r e  t h e  PMPR 
ProAg would be s i g n e d .  D r a f t s  of t h e  Program Agreement, 
A u t h o r i z a t i o n ,  and A c t i o n  Memorandum have been s e n t  t o  REDSO/ESA 
f o r  RLA c l e a r a n c e .  S i m i l a r l y ,  t o  e x p e d i t e  t h e  p r o c e s s ,  t h e  GOR 
has a l s o  begun reviewing a  d r a f t  of t h e  Program Agreement. 

The M i n i s t e r s  of P l a n ,  Fore ign  A f f a i r s  ( i n  Rwanda, t h i s  M i n i s t e r  
s i g n s  a l l  donor a g r e e m e n t s ) ,  and a  s p e c i a l  Min i s t e r  i n  t h e  
P r e s i d e n t ' s  O f f i c e  have a l l  i n d i c a t e d  t o  U S A I D  a t  v a r i o u s  t i m e s ,  
t h e  G O R ' s  o v e r a l l  agreement  w i t h  t h e  PMPR, and t h e i r  w i l l i n g n e s s  
t o  proceed t o  t h e  s i g n i n g  a s  soon a s  p o s s i b l e .  



I .  RWANDA'S LONG TBRH DEVELOPIIENT PROBLEM AND THIS AEPRP 

I t  i s  becoming i n c r e a s i n g l y  d i f f i c u l t  f o r  Rwandans t o  f i n d  
p r o d u c t i v e  employment. On-farm employment o p p o r t u n i t i e s  a c e  
l i m i t e d .  No e x p l o i t a b l e  a r e a s  remain and no a c c e p t a b l e  
a g r i c u l t u r a l  t e c h n o l o g i e s ,  which c o u l f  p r o d u c t i v e l y  u s e  t h e  
growing l a b o r  s u p p l y ,  appea r  i n  hand. A l a n d l e s s  l a b o r  c l a s s  
i s  emerging a s  many farms can  no longe r  be s u b d i v i d e d  among 
f a m i l y  members and s t i l l  be f e a s i b l e  economic u n i t s .  W i t h  
A f r i c a ' s  h i g h e s t  p o p u l a t i o n  d e n s i t y  (1 ,100  peop le  per  s q u a r e  
k i l o m e t e r  of a r a b l e  l a n d ) ,  a  h i g h  p o p u l a t i o n  g rowth  r a t e  ( 3 . 4  
p e r c e n t ) ,  and d e s p i t e  a  g e n e r a l l y  conduc ive  a g r i c u l t u r a l  p o l i c y  
framework, t h e  s e c t o r ' s  a b i l i t y  t o  p r o v i d e  new p r o d u c t i v e  
employment o p p o r t u n i t i e s  d o e s  n o t  appear  e n c o u r a g i n g .  

I n  Rwanda, i t  is  a lmos t  e x c l u s i v e l y  i n  t h e  non-farm s e c t o r  where 
o p p o r t u n i t i e s  f o r  new employment e x i s t .  Unl ike  t h a t  f o r  
a g r i c u l t u r e ,  t h e  p o l i c y  framework f a c i n g  non-farm s e c t o r s  h a s  
been much l e s s  conduc ive  t o  g rowth ,  having been c h a r a c t e r i z e d  a s  
d i r i g i s t ,  q u a s i - i s o l a t i o n i s t ,  and impor t  s u b s t i t u t i o n  o r i e n t e d .  
However, s i n c e  t h e  Government of Rwanda ( G O R )  l aunched  
comprehens ive  s t r d c t u r a l  a d j u s t m e n t  program t o  r e f o r m  i t s  p o l i c y  
framework i n  l a t e  1990, p r o s p e c t s  f o r  i n c r e a s i n g  p r o d u c t i v e  
employment i n  Rwanda's non-farm s e c t o r ,  manufac tu r ing  and 
commerce, have improved s i g n i f i c a n t l y .  

T h i s  AEPRP promotes  i n c r e a s e d  c o m p e t i t i o n  i n  t h e  s h o r t - r u n  and 
s u b s e q u e n t l y  employment i n  Rwanda's non-farm s e c t o r s .  I t  
p r o v i d e s  f i n a n c i a l  s u p p o r t  f o r  t h e  s u s t a i n e d  imp lemen ta t ion  of  
new p o l i c i e s  t h a t  a m e l i o r a t e  key c o n s t r a i n t s  t o  t h e  o p e r a t i o n  of 
marke t  f o r c e s ,  i n  p a r t i c u l a r ,  t h e  fo rma l  and i n f o r m a l  
manufac tu r ing  and commerce s e c t o r s .  The expec ted  s h o r t - t e r m  
r e s u l t  i s  an  i n c r e a s e d  s u p p l y  of  goods  and s e r v i c e s ,  w i t h  t h e  
subsequen t  e f fec t s  of i n c r e a s e d  employment. 

11. BACKGROOND: RECENT DBYBLOPKBKT AND G(NERN)lgNT ACTIONS 

A.  C u r r e n t  Macroeconomic S i t u a t i o n  and Rear-Term Outlook 2 

Rwanda's r e c e n t  d e c l i n i n g  economic per formance  and f i n a n c i a l  
d i f f i c u l t i e s  have been i n f l u e n c e d  by t h r e e  major f a c t o r s :  

' V e n d e n a c e s  d e  l a  P r o d u c t i o n  A g r i c o l e  e t  Son Impact  s u r  l a  
S e c u r i t e  A l i m e n t a i r e n  0. Ngarambe, Dr. G .  L a s s i t e r ,  and  Dr.  S .  
Love r idge .  S e r v i c e  d e s  E n q u e t e s  e t  S t a t i s t  i q u e s  Agr i c o l e s  (SESA) , 
A p r i l  1989. [ an  USAID-funded p r o j e c t  1 

2 Annex A summarizes Rwanda's and t h e  G O R ' s  economic and 
f i n a n c i a l  i n f o r m a t i o n  i n  t a b l e s .  



- - unfavorable weather cond i t  i ons ;  
- -  worsening terms of t r a d e  due t o  f a l l i n g  world c o f f e e  

p r i c e s ;  and - - delayed macroeconomic ad jus tment  by t h e  G O R .  

The war i n  October 1 9 9 0  f u r t h e r  aggravated  t he  s i t u a t i o n .  
Unexpected mi l i t a ry  o u t l a y s  i n c r e a s e d  t h e  budget d e f i c i t ,  
s i g n i f i c a n t l y  weakened t h e  ba l ance  of payments p o s i t i o n ,  and 
r e s u l t e d  i n  a  s u b s t a n t i a l  i n c r e a s e  i n  domestic a r r e a r s  t o  p r i v a t e  
s u p p l i e r s  and banks. 

Real  G D P  s tagnated  i n  1988 and d e c l i n e d  by almost 6 pe r cen t  i n  
1 9 8 9 ,  br inging i t  t o  a  l e v e l  below t h a t  i n  1 9 8 3  ( G O R ,  February 
1 5 ,  1991) .  I n f l a t i o n  dur ing t h i s  per iod averaged l e s s  than 4 
pe r cen t  per yea r , .  r e f l e c t i n g  t h e  e f f e c t  of GOR p r i c e  c o n t r o l s  and 
an app rec i a t i on  of e f f e c t i v e  exchange r a t e .  A s  a  r e s u l t  of 
adverse  weather,  a g r i c u l t u r a l  o u t p u t  f e l l  by 1 4  pe r cen t  dur ing 
1 9 8 8  -1989.  

The economy's performance con t inued  t o  worsen i n  1 9 9 0 ,  e s p e c i a l l y  
i n  t h e  l a s t  quar te r  a s  a  r e s u l t  of t h e  war. Real GDP was 
es t imated  t o  f a l l .  by 2 p e r c e n t ,  d e s p i t e  a  recovery i n  
a g r i c u l t u r a l  expor t s .  T h e  volume of c o f f e e  e x p o r t s  had i nc r ea sed  
by 6 0  percent  over 1989 l e v e l s .  Manufacturing,  t r a d e ,  tour ism,  
and t r a n s p o r t a t i o n  a c t i v i t i e s  were most adverse ly  a f f e c t e d  by t h e  
economic d i f f  i c u h i e s  and t h e  war. 

I n f l a t i o n  began ts pick up toward t h e  second h a l f  of 1990, and i s  
p ro j ec t ed  t o  b e  much h igher  i n  1991, i n  t h e  o rder  of 25 t o  30 
p e r c e n t .  The expected i n c r e a s e  w i l l  r e s u l t  i n  p a r t  from t h e  
G O R ' s  implementation of i ts  s t r u c t u r a l  adjus tment  program and i n  
p a r t  due t o  t h e  cont inued c l o s u r e  of Rwandan's main expo r t  and 
import  r o u t e  throuqh Uganda t o  Kenya's p o r t  of Mombasa. Rebel 
a c t i v i t y  has c losed t h e  Rwandan-Ugandan border .  Overland impor ts  
and expo r t s  m u s t  now g o  v i a  Tanzania ,  which t a k e s  tw ice  a s  long.  
Transpor t  c o s t s  were a l s o  d r a m a t i c a l l y  h igher ,  u n t i l  t h e  GOR - 
r e c e n t l y  changed i t s  p o l i c y  t o  l e t  Kenyan and Ugandan I 

t r a n s p o r t e r s  d e l i v e r  goods t o  Rwanda, a s  opposed t o  on ly  Rwandan 
t r a n s p o r t e r s .  T h e  c o s t  of t r a n s p o r t  through Tanzania has  f a l l e n  
t o  only  $20 per met r i c  t on  more than  t h e  average of $180 per 
me t r i c  ton  paid be fore  t h e  border  c l o s e d .  

1. Government Finance .  

By l a t e  1 9 9 0 ,  t h e  c o u n t r y ' s  f i n a n c i a l  p o s i t i o n  reached a  c r i s i s  
s t a g e .  The budget d e f i c i t  r o s e  s u b s t a n t i a l l y ,  from 7.3 pe rcen t  
of G D P  excluding g r a n t s  ( o r  4 . 0  pe r cen t  w i t h  g r a n t s )  i n  1989 t o  
11.7 percent  ( o r  8 . 4  pe r cen t  w i t h g r a n t s )  i n  1990. T h e  l a r g e  
i n c r e a s e  i n  t h e  d e f i c i t  was due ,  i n  p a r t ,  t o  f a l l i n g  t a x  revenue,  
b u t  l a r g e l y  a s  a  r e s u l t  of s u b s t a n t i a l  i n c r e a s e s  i n  spending.  



,. . . ~ ; t n  t h e  exce->tion of t h e  c o f f e e  expor t  tax r evenue ,  a l l  t a x  
:ever2es  ( i . e . ,  income and p r o f i t s ,  e x c i s e  and s a l e s ,  and i n p o r t  
i i t i e s )  53c i ined  i n  1990.  T o t a l  revenue was 9 p e r c e n t  lower than  
t h e  ~ ; ? v l o ~ s  y?ar d ~ e  t o  t h e  d e c l i n e  i n  economic a c t i v i t y  and 
lower i n ? o r t s .  O n  t h e  e x ~ e n 3 i t u r e  s i d e ,  t o t a l  government 
s?ending rose  by more t h a n  1 5  p e r c e n t .  A11 of t h e  i n c r e a s e  uas  
I n  c u r r e r , t  spending ( 3 0  p e r c e n t ) .  C a p i t a l  o u t l a y s  a c t u a l l y  f e l l  
by ?1 p e r c e n t  a s  p r o j e c t  implementa t ion  slowed down n o t i c e a b l y .  
The s h a r g  i n c r e a s e s  i n  c u r r e n t  spending a r e  l a r g e l y  accodnted  f o r  
by t h e  i n c r e a s e d  s e c u r i t y - r e l a t e d  o u t l a y s ,  and by t h e  l a r g e  
t r a n s f e r  t o  t h e  c o f f e e  s e c t o r .  The l a t t e r  went up from 2wF 2 
b i l l i o n  i n  1933 t o  R w f  4 b i l l i o n  i n  1 9 9 0 .  

The G O 9  a l s o  accumulated s u b s t a n t i a l  domest ic  a r r e a r s ,  e s t i m a t e d  
a t  3wF 5.3 b i l l i o n  ( 3 . 9  p e r c e n t  of  GDP) a t  t h e  end of f i s c a l  
?990. The d e f i c i t  was l a r g e l y  f inanced  by t h e  domes t i c  banking 
sys tem.  Net bank c r e d i t  t o  t h e  GOR rose  by more t h a n  2 0  p e r c e n t .  
The r e s t  of t h e  economy was squeezed a s  c r e d i t  t o  non-government 
e n t i t i e s  f e l l  by 3  p e r c e n t .  W i t h  n e t  f o r e i g n  a s s e t s  d e c l i n i n g  
s 3 a r g l y  toward t h e  end of 1990, t h e  money s u p p l y  r o s e  by on ly  5 
p e r c e n t .  

2 .  Balance of Payments. 

aetween 1986 and 1989, t h e  cumula t ive  d e t e r i o r a t i o n  i n  2wanda 's  
terms of t r a d e  amounted t o  approximate ly  4 0  p e r c e n t .  I n  1990,  
t h e  te rms of t r a d e  c o n t i n u e d  t o  d e t e r i o r a t e .  C o f f e e  and t e a  
p r i c e s ,  Rwanda's two p r i n c i p a l  e x p o r t  c r o p s ,  were down 
s i g n i f i c a n t l y .  Cof fee  a c c o u n t s  f o r  over t h r e e - q u a r t e r s  of 
i?wandals f o r e i g n  exchange e a r n i n g s  and t e a  a n o t h e r  f i f t h .  The 
e x p o r t  p r i c e  of c o f f e e  f e l l  by abou t  33 p e r c e n t  i n  1990. The 
inpact on the balance of payments would have been worse had i t  
not  been f o r  a 6 0  p e r c e n t  i n c r e a s e  i n  t h e  volume e x p o r t e d .  The . i n c r e a s e d  volume r e s u l t e d  from a  good h a r v e s t  and s u b s t a n t i a l  
draw down of s t o c k s .  Other  e x p o r t s  f e l l  by abou t  1 2  p e r c e n t .  
The t o t a l  va lue  of e x p o r t s  s t a g n a t e d  i n  1 9 9 0  a f t e r  a  d e c l i n i n g  

. s t e a d i  l y  s i n c e  1986. 

I a p o r t s ,  c o n s t r a i n e d  by e x p o r t  e a r n i n g s ,  lower c a p i t a ?  i n f l o w s ,  
and r e s t r i c t i v e  import  p o l i c y ,  con t inued  t o  f a l l .  T o t a l  i m p o r t s  
f e l l  ~ y  1 0  p e r c e n t  i n  1990,  w i t h  m i l i t a r y  impor t s  r i s i n g  s h a r p l y  
a t  t h e  expense of o t h e r  i m p o r t s .  T o t a l  impor t s  i n  1990 were 2 0  
2 e r c e n t  lower than  t h e  1986 l e v e l  i n  nominal S D R  t e rms  (S3R 1 7 2  
 illi ion i n  1 9 9 0  a s  compared w i t h  S D R  2 2 1  m i l l i o n  i n  1 9 8 6 ) .  
Tourism, ano the r  f o r e i g n  exchange earn ing  s o u r c e ,  a l s o  went down 
i n  i999 because t h e  c o n f l i c t  was c e n t e r e d  near s e v e r a l  of 
Rwanda's main t o u r i s t  a t t r a c t i o n s .  

The c u r r e n t  account  d e f i c i t  d e c l i n e d  by about  1 0  p e r c e n t  i n  1990; 
i t  was e s t i m a t e d  a t  S D R  7 3  m i l l i o n  ($95 m i l l i o n ) .  T h i s  was 
most ly due t o  d r a s t i c  c u t s  i n  impor t s .  T o t a l  n e t  c a p i t a l  i n f l o w s  
i n  1990 ( S D R  2 5  m i l l i o n )  was on ly  h a l f  of t h e  1989 l e v e l .  T h i s  



w 3 s  ? a r t l y  3ue t o  t h e  i m p l e m e n t a t i o n  s l o v d o w n  of e x t e r n a l l y  
f :  - - ; azze f !  p r o j e c t s  and p a r t l y  b e c a u s e  of  much l o v e r  d i r e c t  
i ' 2 v e s : . ~ s n t .  ? h e  l a t t e r  was estimated a t  s l i g h t l y  more t h a n  S3R 3 
billiq;., 3 6 0 2 5  a n e - t h i r d  of  t h e  1989 l e v e l .  

3e23.ise of  a  3uch lower  i e v e l  of c a p i t a l  f l o w s ,  t h e  c u r r e n t  
a c e o d n t  de : rc ; t  was l a r g e l y  f  ~ n a n c e d  by a  j r a w  iown of f o r e i g n  
ex:+ar;e r e s e r v e s .  R e s e r v e s  were  d e p l e t e d  by t h e  end of  1 9 9 0 ,  
and  e x t e r n a l  a r r e a r s  a c c ~ m u l a t e d ,  estimated a t  SDR 4.6  m i l l i o n .  
3 u t s t a n d r n g  e x t e r n a l  d e b t  went  up  t o  a l m o s t  30 p e r c e n t  o f  G D P ,  
w i t h  d e b t  s e r v i c e  payments  a c c o u n t i n g  f o r  1 8  p e r c e n t  of  e x p o r t  
ea :x in ; s .  

3 .  Near -Term Outlook. 

? o r  t h e  n e x t  t h r e e  y e a r s  ( ? 9 9 1 - 1 9 9 3 ) ,  t h e  c o u n t r y ' s  f i n a n c i a l  
s i t u a t i o n  w i l l  c o n t i n u e  t o  be  v e r y  f r a g i l e .  Economic g r o w t h  i s  
p r o j e c t e d  t o  be o n l y  o n e  p e r c e n t  i n  1 9 9 1 ,  r i s i n g  t o  a b o u t  3 . 5  
p e r c e n t  i n  1992 and 1993 .  The  a n n u a l  i n f l a t i o n  r a t e  f o r  1 9 9 1  i s  
p r o j e c t e d  t o  be more t h e n  20 p e r c e n t ,  p a r t l y  a s  a  r e s u l t  o f  t h e  
r e c e n t  3 e v a l ~ 3 t i o n  and l i f t i n g  of p r i c e  c o n t r o l s .  A s  t i g h t e n i ~ g  
f i n a n c i a l  and income p o l i c i e s  t a k e  h o l d ,  i n f l a t i o n  i s  e x p e c t e d  t o  
be lqwer  i n  l 9 9 2  and L993. 

7he b a l a n c e  of payments  p o s i t i o n  w i l l  r e m a i n  weak. Z x p o r t s  i n  
v a l u e  t e r m s  a r e  n o t  e x p e c t e d  t o  r e s u m e  g r o w t h  a g a i n  u n t i l  1992  
( c u r r e n t l y  p r o l e c t e d  a t  a b o u t  8  p e r c e n t ) ;  t h e y  a r e  e s t i m a t e d  t o  
f a l l  by 4 p e r c e n t  i n  1991 .  I m p o r t s ,  w i t h  b a l a n c e  o f  payments  
s ~ p p o r t  f rom b i l a t e r a l  d o n o r s ,  t h e  World Bank,  IMF,  and o t h e r  
m ~ l t l l a t e r a l  d o n o r s ,  a r e  p r o j e c t e d  t o  grow by 11 p e r c e n t  i n  1 9 9 1 .  
T5e  c u r r e n t  a c c o u n t  d e f i c i t  f o r  1 9 9 1  i s  e x p e c t e d  t o  be  a b o u t  SDR 
1 1 3  ( $ I S ?  n i l l i o n ) .  I t  i s  p r o j e c t e d  t o  f a l l  m o d e s t l y  t o  a b o u t  
SDR 3 5  ~ l l l l o n  ( $ 1 3 0  m i l l i o n )  i n  1 9 9 3 .  

C a p i t a l  i n f l o w s  a r e  p r o j e c t e d  t o  i n c r e a s e  s h a r p l y  b e c a u s e  of  
i a r g e  a n t i c i p a t e d  e x t e r n a l  b a l a n c e  of  p a y m e n t s  a s s i s t a n c e .  Over 
t h e  n e x t  t h r e e  y e a r s ,  t h e  a v e r a g e  a n n u a l  c a p i t a l  i n f l o w s  a r e  
p r o j e c t e d  t o  be  a b o u t  SDR 1 1 5  m i l l i o n  ( $ 1 5 6  m i l l i o n ) .  T h i s  
s h o ~ l f !  be a d e q u a t e  f o r  f i n a n c i n g  t h e  c u r r e n t  a c c o u n t  d e f i c i t ,  
s l i ~ i n a t i n g  t h e  e x t e r n a l  a r r e a r s ,  and  b u i l d i n g  up t h e  f o r e l g n  
e x c h a n g e  r e s e r v e  p o s i t i o n .  

The b u d g e t  d e f i c i t  w i l l  c o n t i n u e  t o  b e  h i g h  i n  1991 ,  e s t i m a t e d  a t  
~ o c e  t h a n  4wF 20 b i l l i o n  ( a b o u t  $160 m i l l i o n ) .  I t  i s  e x p e c t e d  t o  
ke  r s d u c e d  t o  RwF 17  b i l l i o n  and RwF 1 5  b i l l i o n  i~ 1992 and 1 9 9 3  
~ e s p e c t i v e i y ,  a s  m i l i t a r y  s p e n d i n g  a n d  t r a n s f e r s  t o  t h e  c o f f e e  
s e c t o r  a r e  r e d u c e d ,  o t h e r  e x p e n d i t u r e  o u t l a y s  c o n t a i n e d ,  and  
g o v e r n m e n t  r e v e n u e  i n c r e a s e d .  

GOR r e v e n u e s  a r e  p r o j e c t e d  by t h e  IMF t o  i n c r e a s e  s i g n i f i c a n t l y  
( 3 2  p e r c e n t  i n  1 9 9 1 ,  and by 6 7  p e r c e n t  be tween  1990 and  1 9 9 3 )  
b e c a u s e  of d i f f e r e n t  r e f o r m s  i n  t a x  p o l i c y  and s t r e n g t h e n i n g  of 



C ~ X  3 j ~ i n i s t : a t  i o n .  ?o1dever,  USAID has  concluded t h a t  t h e  
re,:enue p r o j e c t i o n s  a r e  based on o , ~ e r  l y  o p t i m i s t i c  assumpt ions  
r~33 ardin.3 t h e  t a x  reform impact on government revenue g e n e r a t i o n .  
L"alseql ;ent ly,  t h e  p r o j e c t e d  bild;et d e f i c i t  g i v e n  i n  t h e  IM? 
p r a . ; : a ~  ,=h i3 i l13  be vie.de3 a s  t h e  best  hopef - l l ,  b u t  u n l i k e l y ,  
025c 3TTte. 

3. T3e Government of Xwan?a 3esoonse 

The c u r r e n t  economic and f i n a n c i a l  c r i s i s  r e f l e c t s  i n  p a r t  
~ n f a v o r a b l e  e x t e r n a l  and non-economic f a c t o r s ,  i n  p a r t  s t r d c t u r a l  
d ~ i k n e s s e s  i n  t h e  Rwandan econony, b u t  a l s o  postponed 
Tacroecononlc ad justment  i n  response t o  c h a n j  i n g  world mar 4e t  
z s n d i c l o n s .  The economic d e c l i n e ,  s t r u c t u r a l  weaknesses ,  and 
weakenin; f i n a n c i a l  p o s i t i o n  were e v i d e n t  s i n c e  t h e  c o f f e e  p r i c e  
c o l l a p s ?  i n  i 987 .  U n t i l  1 9 9 9 ,  t h e  G O R  chose  t o  postpone 
d;f  f i c u i t  macroeconomic and s t r u c t u r a l  a d j u s t m e n t .  I n s t e a d  l t s  
p o l i c y  was one of "no ad jus tmen t . "  T h i s  p o l i c y  was f i n a n c i a l l y  
u r , s ~ s t a i n a b l e ,  hence  t h e  r e s u l t i n g  f i n a n c i a l  c r i s i s .  

I n  l939 t h e  G O R  approached t h e  IMF and t h e  world Bank f o r  
a s s i s t a n c e .  Between 1989 and 1991, a  P o l i c y  Framework Paper 
( P F ? )  f o r  1991-1993 was developed j o i n t l y  w i t h  t h e  G O R .  The PF? 
xas  approved i n  A p r i l  1991 by both i n t e r n a t i o n a l  i n s t i t u t i o n s .  
I t  p rov ides  a  p o l i c y  framework for  mobi l iz ing  e x t e r n a l  r e s o u r c e s  
i n  s u p p o r t  of economic s t a b i l i z a t i o n  measures and s t r u c t u r a l  
re forms.  

Donors support the PPP. In t h e  March 1 9 9 1  s p e c i a l  meeting i n  
?a : i s ,  ~ i l a t e r a l  donors  committed over $ 1 2 0  m i l l i o n  above t h e i r  
z e g u l a r l y  planned programs f o r  Rwanda. These commitments covered 
the 2Tl's f i r s t  y e a r ' s  f i n a n c i a l  gap.  A t  t h e  m e e t i n g ,  t h e  U.S.  
~ ; o v e : . ~ ~ e n t  committed $ 2 0  m i l l i o n  of FY ( 8 s )  1991 D F A  AEPRP 
monies.  

I n  A p r i l  1 9 9 1 ,  t h e  IMF agreed  t o  a  t h r e e - y e a r  $ 4 2  m i l l i o n  ( S D R  
3 9 . 6 5  n i l l i o n )  S t r u c t u r a l  Adjustment F a c i l i t y  (SAF) w i t h  3.danda. 
-7.e - . . ,s ; I s  t h e  f i r s t  IlYF program s i n c e  !979. The f i r s t  t r a n c 5 e  of 
S33 3 . 7 5  i s  schedu led  f o r  d i s b u r s e n e n t  i n  1991. 

S h 3 r t l y  a f t e r  t h e  IMF's a c t i o n ,  t h e  World Bank approved i t s  F i r s t  
S t f i ~ c t ~ r 3 1  Adjustment  C r e d i t  ( F S A C )  w i t h  3wanda. T h i s  $90 
m i l l i o n  S A C  was s i g n e d  i n  J u l y  1991 and w i l l  be d i s b u r s e d  i n  two 
t r a n c h e s .  The f i r s t  t r a n c h e  and r e t r o a c t i v e  f i n a n c i n g  of imports  
can amount t o  $73 m i l l i o n  - -  $55 m i l l i o n  from t h e  f i r s t  t r a n c h e  
and $18 m i l l i o n  f o r  r e t r o a c t i v e  f i n a n c i n g .  USA13 e x p e c t s  t h e  
J o r l d  Sank t o  beg in  d isbursement  of t h e  FSAC by October .  The 
second t r a n c h e  i s  schedu led  f o r  d isbursement  i n  t h e  f i r s t  ha l f  of 
1 9 9 2 .  



1 .  S t r u c t u r a l  Adjustment Prcqram (SAP) 

:he S t r u c t u r a l  Adjustment 2 r o g r a n  adopted  by t 3 e  Rwandan 
Governl:ent i?c ;udes  a  n ' ~ ~ S e r  of macroecono-is p o l i c i e s  and 
s k r i z t d r a l  r e f o r m s .  "eey r e p r e s e n t  a  s i ~ n i f i c a n t  z h a n j e  from t 5 e  
d l r i j  i s t  p o l i c i e s  of  t h e  l 9 8 3 s ,  because they r e l y  more on market 
f o r c e s .  The r e fo rms  a r e  i n t e n d e d  t o  ( i )  i ~ p r o v e  economic 
e f f i c i e n c y ,  ( i i )  r e s t o r e  econon ic  growth w l L h  moderate i n f l a t i o n ,  
and ( i i i )  r e t u r n  t o  a  more s u s t a i n a b l e  government f i n a n c e  
s i t u a t i o n  and v i a b l e  b a l a n c e  of payments p o s i t i o n .  

The 1991-1993 P F P  o u t l i n e s  economic and f i n a n c i a l  s t a b i l i z a t i o n  
Reasa res  f o r  address ing  t h e  c u r r e n t  macroeconomic d i s e q u i l i b r i a  
and c o r r e c t i n g  t h e  major d i s t o r t i o n s  i n  t h e  i n c e n t i v e  s t r u c t u r e .  
~t a l s o  p r o v i d e s  a  f o u n d a t i o n  f o r  d e a l i n g  w i t h  t h e  c o u n t r y ' s  
longer  -term s t r u c t u r a l  c o n s t r a i n t s  through a  s e t  of p o l i c y  and 
i n s t i t u t i o n a l  changes.  The o b j e c t i v e  of t h e s e  changes a r e :  

( a )  t o  f o s t e r  an environment  conducive t o  g r e a t e r  
p r i v a t e  s e c t o r  a c t i v i t y ,  economic e f f i c i e n c y  and 
i n t e r n a t i o n a l  c o m p e t i t i v e n e s s ;  

( b )  t o  r a t i o n a l i z e  t h e  government budget ,  
i n s t i t u t e  budgetary  r e f o r m s ,  and imprsve ? u b l i c  s e c t o r  
nanagement,  e s p e c i a l l y  i n  p u b l i c  e n t e r p r i s e  r e fo rms ;  

( c )  t o  a d d r e s s  development c o n s t r a i n t s  i n  
a g r i c u l t u r e ,  human r e s o u r c e s  ( e . g . ,  p o p u l a t i o n ,  h e a l t h ,  
and e d u c a t i o n ) ,  

( d )  t o  s a f e g u a r d  n a t u r a l  r e s o u r c e s ;  and 

( e l  t o  d e v e l o p  a  s a f e t y  n e t  t o  p r o t e c t  v u l n l r a b l e  
g r o u p s  which may be a d v e r s e l y  a f f e c t e d  during t h e  
t r a n s i t i o n  p e r i o d  of t h e  ad jus tmen t  program. 

2 .  Phasing and Timing o f  Reforms 

73? ?:? p o l i c y  ma t r ix  w i t h  i t s  i m ? l e n e n t a t i o n  schedu le  i s  
a t t a c h e d  a s  Annex A .  P r i o r i t y  p o l i c y  a r 2 a s  i n  t h e  nex t  1 2  t o  la 
months a r e :  ( i )  t o  a d d r e s s  t h e  macroeconomic and f i n a n c i a l  
imbal3nces ,  and ( i i )  t o  i n i t i a t e  re forms i n  t h e  c o u n t r y ' s  
i n c e n t i v e  s t r u c t u r e  t o  e n a b l e  t h e  p r i v a t e  s e c t o r  t o  expand i t s  
r o l e  i n  t h e  economy. The l a t t e r  set o f  reforms i n c l u d e s :  

- - adopting market - o r i e n t e d  p o l i c i e s  toward f o r e i g n  
exchanqe a l l o c a t i o n ,  exchanqe r a t e ,  

-- l i b e r a l i z i n g  t h e  t r a d e  reg ime,  

-- d e c o n t r o l l i n g  p r i c e s  and prof i t  marqins, and 



-- r e f o r m i n g  a d m i n i s t r a t i v e  p r o c e d u r e s  t o  r e d u c e  t h e  c o s t  
o f  d o i n g  b u s i n e s s .  

O t h e r  lancer k e r ~  s t t r c l c t ; ~ r a l  ,3nd i n s t i t u t i o n a l  r e f o r r n s  a r s  t o  be  
3dopte.d in p k a s e a  t h r o u g h o u t  t h e  P F P  p e r i o d ,  w i t h  p e r i o d l z  
r e r ~ l s i o n s .  

I n  d i s c u s s i o n s  w i t h  US-419, t h e  G O R  h a s  r e - a f f i r m e d  t h a t  t h e  ? ? ? I s  
s c h e d u l e  f o r  e c o n o n i c  a d j u s t m e n t  r e m a i n s  c o n s i s t e n t  v i t h  t h e  
q o v e r n m e n t ' s  p r i o r i t i e s .  An i n t e n s i v e  G O R  r 2 v i e w  of p r o g r e s s  i s  
s c h e d u l e d  f o r  S e ~ t e m b e r - O c t o b e r ,  1 9 9 1 .  USAID s u p p o r t  f o r  t h a t  
r e v i e w  h a s  S e e n  r e q u e s t e d  by t h e  G O R .  G i v e n  t h e  p r e s e n t  economic  
a n d  f i n a n c i a l  s i t u a t i o n ,  USAID h a s  c o n c l u d e d  t h a t  t h e  ? F P 1 s  f i r s t  
y e a r ' s  m e a s d r e s  t o  b r i n g  a b o u t  economic  s t a b i l i t y  and r e s t o r e  
p r i v a t e  s e c t o r  c o n f i d e n c e  a r e  i n d e e d  p r e r e q u i s i t e s  f o r  o t h e r  
s t r u c t u r a l  r e f o r ~ s .  The P F ?  p r i o r i t y  r e f o r m  a r e a s  i n  
macroeconomic  and f i n a n c i a l  p o l i c i e s  t q e t h e r  w i t h  r e f o r m s  t o  
r e v i t a l i z e  p r i v a t e  e n t e r p r i s e s  ( l a r g e l y  i n  m a n u f a c t u r i n g  and 
t r a d e )  a r e  a m b i t i o u s  and w i l l  r e q u i r e  e x t e r n a l  s u p p o r t  i n  o r d e r  
t o  be  f u l l y  implemented .  

3 .  U S A I D  I n p u t  i n t o  t h e  Reform P r o c e s s  

? z e v i o u s  USAID s t u d i e s  ( e . g . ,  P R I M F ,  MAPS) h a v e  p l a y e d  a n  
i m p o r t a n t  i n f o r m a t i v e  r o l e  i n  t h e  g r a d u a l  e v o l u t i o n  of G O R  p o l i c y  
t h i n k i n g .  S p e c i f i c a l l y ,  PRIME s t u d i e s  on  t h e  n e g a t i v e  e f f e c t s  of  
r e g u l a t o r y  m e a s u r e s  p r o t e c t i n g  t h e  m a n u f a c t u r i n g  s e c t o r  from 
c o m p e t i t i o n  were  w i d e l y  d i s c u s s e d  a n d  i n s t r u m e n t a l  i n  i n f l u e n c i n g  
p o l i c y  t h i n k i n g .  I n  t h e  MAPS e x e r c i s e ,  p o l i c y  c o n s t r a i n t s  i n  t h e  
a r e a s  o f  i m p o r t s ,  p r i c e  c o n t r o l s ,  e x c h a n g e  r a t e  a n d  e n t e r ? r i s e  
r e g i s t r a t i o n  p r o c e d u r e s  were  c l e a r l y  i d e n t i f i e d  and  d i s c u s s e d  
~ i t h  G O 2  policynakers. 

I n  t h e  c ~ r r e n t  s t r u c t u r a l  a d j u s t m e n t  p r o g r a m ,  USAID h a s  c l o s e l y  
m o n i t o r e d  t h e  GOR p r o c e s s  s u r r o u n d i n g  t h e  d e v e l o p m e n t  of t h e  ney  
f o r e i g n  e x c h a n g e  a l l o c a t i o n  and i m p o r t  s y s t e m  a n d ,  i n  d i s c u s s i o n s  
w i t h  t h e  G O R ,  h a s  e m p h a s i z e d  t h e  n e e d  f o r  a n  o p e n  n o n -  
d i s c r i m i n a t o r y  s y s t e m  a d m i n i s t e r e d  by c o m m e r c i a l  b a n k s .  

4 .  P r o g r e s s  By S u b m i s s i o n  o f  AEPRP PAIP 

S i n c e  l a t e  1 9 9 0 ,  t h e  Government of  Rwanda h a s  im2lemented  s e v e r a l  
of t h e  key macroeconomic  p o l i c i e s .  They i n c l u d e :  

( a )  a  4 0  p e r c e n t  d e v a l u a t i o n  of t h e  Rwandan f r a n c  
t o  c o r r e c t  f o r  t h e  o v e r v a l u a t i o n ;  

( b )  a n  a d j u s t m e n t  i n  i n t e r e s t  r a t e s  by r a i s i n g  t h e  
minimum ( o n e - y e a r )  d e p o s i t  r a t e  t o  1 2  p e r c e n t ,  maximum 
l e n d i n g  r a t e  t o  19 p e r c e n t ,  f r e e i n g  a l l  o t h e r  r a t e s  on  
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? e p o s i t _ s ,  and i n t r o d u c l n ~  a  u n i f i e d  r e d i s c o u n t  r a t e  of 
1 4  p e r c e n t ;  and 

( c )  an i n c r e a s e  i? e e t r o l e ~ r ?  p r i c e s  b y  an a*Jerage  
of 350d: 7 5  p e r c e n t  t o  r e f l e c t  t h e  a c t u a l  c o s t  t o  t h e  
c o d n t r y .  

qltholigh tb.e teed f o r  an exe:?d?..?? r a t e  d e v a l u a t i o r ,  was t h e  
s:b;ect of YSAi3, World 3 a n r ,  IY?, and o t h e r  donor d i s c u s s i o n s  
s i n c e  t h e  mid-1980s and dur ing  t h e  20R's  P F P  d i s c d s s i o n s  x i t h  t h e  
World Bank and IMF,  t h e  GO2 took t h e  d e v a l u a t i o n  a c t i o n  
u n i l a t e r a l l y .  The G O R  has  agreed t o  p e r i o d i c a l l y  r e - a s s e s s  t h e  
c o r r e c t n e s s  of t h e  c u r r e n t  exc?a?.;e r a t e  wi th  t n e  IMF. The IMF 
has indicated t h a t  i t  i s  p leased  d i t h  t h e  c u r r e n t  r a t e  and G O R  
s t a t e m e n t s  t o  make f u r t h e r  a d j ~ s t m e n t s ,  i f  c o ~ d i t i o n s  w a r r a n t .  

Other key i n c e n t i v e  measares  c a l l e d  f o r  i n  t h e  P?? were being 
d i s s ~ s s e d  w h i l e  t h i s  A E P R P ' s  P A I F  was being p r e p a r e d  i n  A p r i l .  
They i n c l u d e :  

( a )  an i n t e r i m  marke t -o r i en ted  f o r e i g n  exchange 
a l l o c a t i o n  sys tem;  

( 5 )  q u a n t i t a t i v e  import r e s t r i c t i o n s  were t o  be 
l i f t e d ;  

( c )  a  more r a t i o n a l i z e d  and u n i f i e d  t a r i f f  sys tem 
v i t h  a  reduced number of r a t e s  i s  being e s t a b l i s h e d ;  
and 

( 3 )  a  de f a c t o  p o l i c y  of d e c o n t r o l l i n g  p r i c e s  and 
prof i t  margins  i s  being pursued,  and t h e  government i s  
i n  t h e  p r o c e s s  o f  o f f i c i a l l y  i m p l e m e n t i n g  t h e  p o l i c y .  

I n  May l391 ,  t h e  GOR d i s c u s s e d  t h e  new p o l i c i e s ,  i n  p a r t i c u l a r  
t h e  i n t e r i m  f o r e i g n  exchange a l l o c a t i o n  and import  sys t em,  wi t : ?  
d i f f e r e n t  p a r t i e s  i n  t h e  p r i v a t e  s e c t o r ,  such a s  i n d u s t r i a l  . 
f i r m s ,  t r a d e r s ,  i m p o r t e r s ,  and S a z k e r s .  The e x i s t i n g  p r i c e  and 
p r o f i t  margin c o n t r o l s  have not keen en fo rced  s i n c e  l a t e  1993. 
I n  e f f e c t ,  a  d e  f a c t o  p r i c e  an2 2 r o f i t  margin l i b ? r a l i z a t i o n  has  
a l r e a d y  t a k e n  p l a c e .  qowever,  t h e r e  i s  a  need t o  
a d ~ i n i s t r a t i v e l y  r e p e a l  t h i s  law and make t h e  l i b e r a l i z a t i o n  d e  
j u r e ,  t o  b r ing  c e r t a i n t y  and t r ans9a rency  t o  t h e  p o l i c y  a e a s u z .  
The GOR has  begun working toward achieving  t h i s  o b j e c t i v e .  
? r e s ? n t l y ,  t h e  l e g a l  measure f o r 7 , a i l y  removing p r i c e  and p r o f i t  
c o n t z o l s  i s  b e f o r e  t h e  n a t i o n ' s  " P a r l i a m e n t , "  t h e  C o n s e i l  
N a t i o n a l  de  Developpement (CND), f o r  f i n a l  a p p r o v a l .  

5 .  Progress S i n c e  Submission of PAIP. 

Since  t h e  submiss ion  of t h e  P A I P  t o  A I D / W ,  t h e  GOR has  c o n t i n u e d  
t o  t a k e  s t e p s  t o  implement t h e  P F P ,  and i n  p a r t i c u l a r ,  s e v e r a l  
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3 2 2 3 r 3 1  neasu res  d r r e c t l y  s u p p o r t e d  b y  t h e  A S ? ? ?  ( s e e  Section 
V . 3 ) .  " e  G O 3 :  

( 3 )  i n  xa:~, reduced  t h e  maximum t a r i f f  r a t e s  from ovs: 
2 5 0  ??.cent t o  130 p e r c e n t  and reduced ths number of 
3 i f f e r e n t  r a t e s  down t o  t e n ;  

( 3 )  i n  J u 5 e ,  began t h e  i n t e r i m  f o r e i g n  exchange 
a l l o c a t i o x  system; 

( c )  i n  J u l y ,  i n c r e a s e d  e l e c t r i c i t y  r a t e s  by an 
ave rage  of 5 0  p e r c e n t  and water  r a t e s  by 50  p e r c e n t ;  

( d l  i n  J u l y ,  approved ( t h e  CND) t h e  new P u b l i c  
;?vestment Progran  ( P I P )  ; and 

( e )  i n  J u l y ,  r a i s e d  t h e  s a l e s  t a x  by t w o - t h i r d s .  

I n  e a r l y  A-lgust, Rwanda's P a r l i a m e n t  approved t h e  removal of 
q ~ a n t i t a t i v e  iinport r e s t r i c t i o n s ,  de  j u r e  l i b e r a l i z a t i o n  of t h e  
p r i c e  and p r o f i t  c o n t r o l s ,  and law t o  r educe  expor t  t a x e s  and 
e x p o r t  c o n t r o l s .  The e x a c t  t e x t  of t h e  new laws, i n c l u d i n g  t h e  
zew az2n.i,rnents and changes t o  t h e  proposed language a r e  no t  y e t  
a v a i l 3 c l e .  

U S A I D  f i r m l y  b e l i e v e s  t h a t  measurable  f i n a n c i a l  a s s i s t a n c e  
p r o n i s e d  by t h e  World Bank, IMF,  and Rwanda's donors ,  combined 
w i t h  t h e  s e v e r i t y  of i t s  economic and f i n a n c i a l  c r i s i s ,  h a s  
he lped  t:;e SO2 d e c i d e  t o  l aunch  i t s  s t r u c t u r a l  a d j u s t n e n t  
prcgr  am. 

a. Performance of the New Import System. I n  
J d z e ,  $ 2 9  m i l l i o n  was made a v a i l a b l e  under t h e  new f o r e i g n  
exchange and a l l o c a t i o n  sys t em,  of which $ 1 4  m i l l i o n  ( 7 0  p e r c e n t )  
was r e s e r y ~ e d  f o r  g e n e r a l  i m p o r t s  and $6 m i l l i o n  (30  p e r c e n t )  f o r  
e s s e n t i a l  impor t s .  The r e s u l t s  a r e  summarized i n  T a b l e  1. 
O v e r a l l ,  Pwandan f i r m s  r e q u e s t e d  o n l y  $16.7 m i l l i o n ,  or 83 
p e r z e n t  of what was a v a i l a b l e .  Of t h e  t o t a l  r e q u e s t e d ,  $ 1 2 . 3  . . ,  .,.. , , , - ; - : gn  was f o r  g e n e r a l  goods  and $ 4 . 4  m i l l i o n  was f o r  e s s e n t i a l  
so3ds. U n f o r t u n a t e l y ,  $1.355 m i l l i o n  was a l l o c a t e d  f o r  t h e  
i n p o r t  of u n s p e c i f i e d  goods ,  whose n a t u r e  cannot  be d e t e r i n i ~ e d  
wi thou t  f u r t h e r  in fo rma t ion .  USAID h a s  r a i s e d  t h i s  a s  an i s s u e  
w i t h  YINi?LAN i n  t h a t  i t  may n o t  f u l f i l l  t n e  G O 2  comnitment t o  
t r a n s s a r 2 n t  government o p e r a t i o n s .  S i n c e  t h e  names of a l l  t h e  
i m p o r t e r s  i n  t h e  u n s p e c i f i e d  c a t e g o r y  a r e  l i s t e d ,  MINIPLAN 5 a s  
i n d i c a t e d  i t  w i l l  c o r r e c t  how t h e  i n f o r m a t i o n  i s  t a b u l a t e d .  
USAID i s  conduct ing  a  s e p a r a t e  v e r i f i c a t i o n  a s  t o  what was 
approved f o r  import .  
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- 3 5 ; e  1. F o r e i g n  Exzhange A l l o c a t i o n  Under New 1 - ; 3 r t  S y s t e m ,  
J i n e  1991 .  

.4?ount ~ l l o c a t e d  7e: : tn t  of - -  - - 2 2  I n  'JS$ 000 T j t s l  A l l o c a t e d  

1 2 , 3 1 0  - - 4 .  3 2 n e r 3 1  Goods ( 1 + 2 + 3 ) :  1 . 8 %  
of  which :  
1. I n t e r m e d i a r y  Goods 7 , 2 2 8  4 2 . 3 %  

o f  y h i c h :  
raw m a t e r i a l s  5 ,960  35 . E l  
d u r a b l e  g o o d s  1 , 2 6 8  -. 7 .  r 

2 .  F i n a l  Goods 3 , 7 2 7  Ti. 3 %  
3 .  Goods whose e x a c t  

n a t u r e  i s  u n c l e a r  1 , 3 5 5  i .  1% 

B .  E s s e n t i a l  Goods ( 1 + 2 ) :  4 , 3 7 8  ; 5 . 2 %  
of  which:  
1.  I n t e r m e d i a t e  Goods 3 , 3 0 8  :!.8% 
2 .  F i n a l  Goods 1 , 0 7 0  5 . 4 %  

r o t a 1  A l l o c a t e d :  1 5 , 6 8 8  . . -  - -  - ' . O % ( a )  
A l l o c a t e d  a s  P e r c e n t  of 

A v a i l a b l e  f o r  A l l o c a t i o n  8 3 . 4  p e r c e n t  

( a )  T o t a l s  may n o t  add due  t o  r o u n d i n g .  
S o u r c e :  a d a p t e d  from GOR r e p o r t .  

b. Government-Wide R e v i e w  of P e r f o r m a n c e  on  SAP. 
3n A ~ g c l s t  6 ,  1 9 9 1 r  a  t h r e e - d a y  c o n f e r e n c e  o f  s e n : - r  G 3 R  p o l i c y -  
m a k e r s  a n d  b u r e a u c r a t s  b e g a n .  I t s  m u l t i - f o l d  o o : e z t l v e  i s  f o r  
MINIPLAN, t h e  c o o r d i n a t i n g  m i n i s t r y  f o r  t h e  o v e r  :I.? and  donor  
s u p p o r t  f o r  t h e  SAP, t o  p r e s e n t  t h e  G O R t s  p e r f o r ~ : ? i e  o v e r  t h e  
p a s t  n i n e  months  and  d e l i n e a t e  where  t h e  c o u n t r y  1; g o i n g  i n  t h e  
n e x t  12 m o n t h s .  The  M i n i s t e r  of  P l a n  a l s o  s t a t e ?  :ha t  p r o g r e s s  
t o  d a t e ,  a s  a g r e e d  w i t h  d o n o r s ,  was l a g g i n g  i n  c e r z a i n  a r e a s .  
T h e  c o n f e r e n c e  was t o  d e t e r m i n e  where  and  why t h e : ?  were  
p r o c : e ~ s ,  a n d  t o  come t o  a g r e e m e n t  on  how t o  p r o c e + d .  

C. Government  of  Rwanda's  P o l i t i c a l  A c t i o n s  

-,  his ASPR? i s  b e i n g  implemented  i n  a  p e r i o d  o f  dr::atic s o c i a l  
c h a n g e  i n  Rwanda. Not o n l y  h a s  t h e  GOR e m b a r k e d  :?on a  w i d e -  
s w e e ~ i n g  e c o n o m i c  l i b e r a l i z a t i o n  p r o g r a m ,  b u t  i t  r . : ~  a l s o  
embarked on  a  f u n d a m e n t a l  p o l i t i c a l  r e f o r m  progrz : .  Rwanda i s  
c h a n g i n g  f rom a  o n e  p a r t y  t o  a  m u l t i - p a r t y  s y s t e r r .  N e w  p o l i t i c a l  
p a r t i e s  h a v e  b e e n  fo rmed .  E l e c t i o n s  h a v e  b e e n  s c k e d u l e d .  Over 
f i f t y  i n d e p e n d e n t  n e w s p a p e r s  have  s p r u n g  up i n  a  c 3 u n t r y  which 
d i d  n o t  e v e n  h a v e  o n e  d a i l y  p a p e r  a  y e a r  a g o .  P?:zs t o  remove 
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2t':n:s iq for rna t ion  from i d e n t i f i c a t i o n  c a r d s  and o t h e r  o f f r c r a l  
re<:ar.?s a r e  Seizg ?eve loped .  I n  Rwanda, t h e r e  i s  c u r r e n t l y  an 
a r r  af a p t ; n l s x  combined wrth a  l a r g e  measure of concern  f o r  t h e  
cq-ian;es =ha: l3.y aAea4, xAlch some have compared t o  t h a t  which 
e ~ : a t ? d  ~ 1 s t  s e f a r e  i t s  i n 3 e ~ e n j e n c e .  

502 a c t i o n s  on both  t h e  economic and p o l i t i c a l  f r o n t s  can be 
:.isxed a s  i t s  r e sponse  t o  t h e  wide-spread d i s s a t i s f a c t i o n  of t h e  
?\dan,3an s e o p l e  w i t h  t h e  government ' s  management of t h e  c o u n t r y  
and t h e  demand f o r  changes ,  both i n  t h e  p o l i t i c a l  and economic. 

YS.413 c o n s u l t a n t s ,  p a r t  of t h e  M i s s i o n ' s  d e m o c r a t i z a t i o n  
as sessment ,  have concluded t h a t  t h e  atmosphere f o r  
d e m o z r a t i z a t i o n  i n  Rwanda i s  f a v o r a b l e ,  b u t  t h e  p r o c e s s  w i l l  
n e v e r t h e l e s s  be f i t f u l .  The commitment of t h e  c o u n t r y ' s  c u r r e n t  
l e a d e r s h i p  t o  d e m o c r a t i z a t i o n  i s  ques t ioned  widely  by 3wandans. 
I t  i s  unden iab le ,  however, t h a t  t h e  p rocess  of p o l i t i c a l  change 
? a s  s t a r t e d  and has a l r e a d y  ga ined  c o n s i d e r a b l e  momentum. A 
d racon ian  r e v e r s a l  of t h e  c u r r e n t  measures would p robab ly  be 
r e q u i r e d  t o  r e t d r n  3wanda t o  a  s i n g l e  p a r t y  systern, accord ing  t o  
3SAI3's c o n s ~ l t a n t s .  

What t h e  f i n a l  form of Rwanda's economic and p o l i t i c a l  sys tems  
w i l l  be i s ,  a t  p r e s e n t ,  d i f f i c u l t  t o  p r e d i c t .  I t  remains  u n c l e a r  
whether t h e  economic or  p o l i t i c a l  reforms w i l l  be a l t e r e d  by t h e  
c o u n t r y ' s  l e a d e r s h i p  s o  a s  t o  s u b t l y  n u l l i f y  t h e i r  o r i g i n a l  
i n t e n t .  The r i s k  of economic p o l i c y  r e v e r s a l s  i s  a d d r e s s e d  by 
t h e  2 M P R ' s  emphasis on s t r e n g t h e n i n g  t h e  G O R ' s  i n s t i t u t i o n a l  
c a p a c i t y  t o  monitor t h e  program on a t ime ly  b a s i s .  I t  i s  
in tended  t o  he lp  keep t h e  G O R  and U S A I D  a b r e a s t  of s o c i a l  and 
i n s t i t u t i o n a l  r a m i f i c a t i o n s  of t h e  program a s  t h e y  e v o l v e .  A t  
t h e  p r e s e n t  t i n e ,  i n d i c a t i o n s  p o i n t  t o  a  con t inued  w i l l i n g n e s s  t o  
c h a n g e .  W h i l e  t h e  U S h I D - s u p p o r t e d  " e a r l y  w a r n i n g "  m e c h a n i s m  o f  
monitor in9 may i d e n t i f y  unfo reseen  c o m p l i c a t i o n s  and subsequen t  
a n a l y s e s  may propose s o l u t i o n s  i n  t h e  s p i r i t  of l i b e r a l i z a t i o n ,  
t h e  i n e v i t a b l e  p o l i t i c a l  c a l c u l u s  could  s t i l l  r e j e c t  them. While 
reduced,  t h i s  r i s k  cannot  be e l i m i n a t e d .  N e v e r t h e l e s s ,  a  
s u c c e s s f u l  AEPRP c o u l d  have p o s i t i v e  s p i l l - o v e r  e f f e c t s  r ega rd ing  
t h e  G O R ' s  c r e d i b i l i t y  on d e m o c r a t i z a t i o n .  

1 1 1 .  MANUFACTURING AND COMMERCE SECTORS ANALYSIS 

The key non-farm s e c t o r s  a d v e r s e l y  a f f e c t e d  by t h e  c u r r e n t  
economic and f i n a n c i a l  c r i s i s  and d i s t o r t e d  i n c e n t i v e  s t r u c t u r e  
have been manilfacturing and commerce ( i n c l u d i n g  s e r v i c e s )  
s e c t o r s .  These s e c t o r s  a r e  d e f i n e d  t o  i n c l u d e  bo th  f o r m a l ,  i . e . ,  
r e g i s t e r e d ,  and i n f o r m a l ,  i . e . ,  u n r e g i s t e r e d ,  f i r m s  engaging i n  
p r o d u c t i o n  and marke t ing .  They a r e  cons ide red  a s  a  g roup  
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c y i z i s e ,  q i j ren  t h e  s n a l l  s i z e  of  Rwan2a1s  m a r k e t ,  t r e a t i n g  e a c h  
s + n a r 3 t e l y  r i s k s  m i s s i n g  t h e i r  c o ~ m o n a l i t i e s .  I n d e e d ,  s u r v e y  
h ~ r ?  h a s  r e v e a l e d  t h a t  a  number o f  t h e i r  p r o b l e m s ,  c o n s t r a i n t s ,  
i n 2  p o l l c ; ,  i s s ~ e s  a r e  s i n i l a r .  Xey e l e m e n t s  o f  t h e  G O 2  p o l i c y  
f r an? .h~ r ;<  r e ~ l l a t - i n g  t h e  p r i v a t e  s e c t o r  h a v e  a d v e r s e l y  a f f e c t 3 d  
- 1 3 ~ 5 ,  a n >  t h e i r  l i n i c a g e s  among o r e  o t h e r  and  w i t h  a g r i c u l t u r e ,  
a l k e i ?  t o  d l f f e r i n q  d e 5 r e e s .  

- - A . .e f o r n a l  and more i m p o r t  d e p e n d e n t  s e j  men t s  of m a n u f a c t u r i n g  , 
z j a ~ ~ e r e e  and s e r v i c e s  s e c t o r s  h a v e  been  a d v e r s e l y  a f f e c t e d  by t h e  
c d r r e n t  economic  and f i n a n c i a l  c r i s i s .  A r o u g h l y  c a l c u l a t i o n  
k s s e d  on t h e  ?AA3 s u r v e y  s u g g e s t s  t h a t  employment i n  r e g i s t e r e d  
c ~ ~ i p a n l e s  may h a v e  d r o p p e d  by upw3r3s  of 2 ,000  t o  3 ,000  j o b s  
since t h e  1989 MAPS e x e r c i s e .  T h l s  i s  n o t  i n c o n s e q u e n t i a l .  
T o t a l  employment i n  r e g i s t e r e d  c o m p a n i e s  was e s t i m a t e d  t o  be  
a r o u n d  1 0 , 0 0 0  i n  1986.  C a p a c i t y  u t i l i z a t i o n  i s  b e l i e v e d  t o  h a v e  
Zropped from a r o u n d  50 p e r c e n t  I n  1989 t o  be tween  20 t o  30 
p e r c e n t  i n  1 9 9 1  f o r  l a r g e r  m a n u f a c t u r i n g  f i r m s .  

I n f o r m a l  e n t e r p r i s e s  h a v e  a l s o  b e e n  a d v e r s e l y  a f f e c t e d  by t h e  
c r l s i s  s i n c e  a  s i g n i f i c a n t  number o f  them r e l y  on i m p o r t e d  i n p u t s  
o r  g o o d s  p r o d u c e d  w i t h  i m p o r t e d  c o m p o n e n t s .  T a i l c r s  r e l y  on 
s ? a r e s  f o r  sewing m a c h i n e s ,  n e e d l e s ,  c l o t h ,  t h r e a d .  Shoe r e p a i r  
and s 3 i n e  p e o p l e  need n e e d l e s ,  t h r e a d ,  and  p o l i s h .  The v i b r a n t  
~ s e d  c l o t h i n g  m a r k e t  i s  b a s e d  e n t i r e l y  on  i m p o r t e d  c l o t h e s  ( a n d  
t h e  U.S. Is l a r g e s t  e x p o r t  t o  Rwanda) .  Car  m e c h a n i c s  need 
w r e n c h e s  and s p a r e s .  S m a l l  c o n s t r u c t i o n  f i r m s  need s a w s ,  n a i l s ,  
and o t h e r  b u i l d i n g  s u p p l i e s .  S i m i l a r l y ,  r e d u c e d  p r o d u c t i o n  by 
i a r 3 e r  f i r m s  a l s o  r e d u c e s  t h e i r  demand f o r  i n t e r m e d i a t e  g o o d s  a n d  
s e r v i c e s  p;r:nased from s m a l l e r  f o r m a l  and i n f o r m a l  e n t e r p r i s e s .  
1 5  a l s o  r e d d c e s  t h e  s u p p l y  of  g o o d s  p u r c h a s e d  by s m a l l e r  
e n t e r p r  i s e s  a s  i n t e r m e d i a t e  g o o d s .  A n e c d o t a l  e v i d e n c e  s u g g e s t s  
? + a t  t h e  n e t  r e s u l t  h a s  been  t o  r e d u c e  t h e  l i k e l i h o o d  o f  f i n d i n g  
p r o d u c t i v e  employment i n  s m a l l  e n t e r p r i s e  and i n f o r m a l  
a c t i v i t i e s .  

w h i l e  t h e  economic  and f i n a n c i a l  c r i s e s  h a v e  a f f e c t e d  many f i r m s  
and t h e  l e v e l  of  employment ,  t h e y  a l s o  h a v e  been a f f e c t e d  by t h e  
~ 3 3 3 ' s  7 o l i c y  f ramework.  Over t h e  y e a r s ,  i t  h a s  d i s t o r t e d  o r  
c s r s t r a i n e d  t h e  d e v e l o p m e n t  o f  b o t h  t h e  f o r m a l  and i n f o r m a l  
sec;ments and t h e  p o s s i b l e  l i n k a g e s  b e t w e e n  them. S i m i l a r l y ,  i t  
h a s  a l s o  r e s u l t e d  i n  r e d u c e d  s u p p l i e s  of  g o o d s  and h i g h e r  p r i c e s  
f o r  b o t h  u r b a n  and r u r a l  c o n s u m e r s .  F i n a l l y ,  t h e  G O R  p o l i c y  
f rarriewor k c o n s t r a i n e d  p r o d u c t i o n  and  m a r k e t i n g  f o r  e x p o r t ,  and i n  
some a r e a s ,  r e d u c e d  t h e  c o u n t r y ' s  a l r e a d y  l i m i t e d  e x p o r t  
c a ? a c i r y .  

? ? e  a n a l y s i s  i n  t h i s  s e c t i o n  i s  b a s e d  p r i m a r i l y  on s t u d i e s  
produced u n d e r  t h e  a  USAID-funded PRIME p r o j e c t  ( 6 9 6 - 0 1 2 7 ) ,  s u c h  
hs Xedium and L a r g e  P r i v a t e  ~ a n u f a c t u r i n g  F i r m s  i n  Rwanda: 
D i a g n o s t i c  S t u d y  of  C u r r e n t  S i t u a t i o n  a n d  P o l i c y  I m p a c t ,  by A .  
N g i r a b a t w a r e ,  L. Murembya, a n d  D .  Mead, ( R e p o r t  No. 9 ,  A u g u s t  



: ? s j ) ,  and ~ q 3 1 y s l s  of Yeasures t o  Zncourage Inves tment  and 
- :rn2l9:-;en?, DY Ng uyen-Huu Khiem, ( R e p o r t  No. 6 ,  December ; 9 9 7 ) ;  
t h e  :??,,:?l3: a?d USAI3-f~nded MAPS P r i v a t e  S e c t o r  D i a g n o s i s ,  by 
S?: :?tern3::ona1 and J . S . A u s t l n  A s s o c ~ a t e s ,  I n c .  (December 
1 3 3 9 ) ,  an? an 1 2 0 - f ~ n d e d  r e p o r t ,  Survey of A r t i s a n ,  Small  and 
Ye3>~rn I n ? ~ s t r i e s  i n  3wanda (October  1 9 9 0 ) .  These s o u r c e  
c o c d ~ e n t s  were su?plemented by o t h e r  s t d d l e s  ( e . g . ,  IBR3 
I2dt;str:al S e c t o r ,  F i n a n c i a l  S e c t o r ,  A g r i c u l t u r a l  S e c t o r  reTJ;eYs, 
and s3 f o r t h )  and by d i s c u s s i o n s  w i t h  knowledgeable people  both 
i n  and outs:de of t h e  government.  A s  p a r t  of t h e  P A A D  d e s i g n ,  a  
snail s u r v e y  was conducted  t o  update  c e r t a i n  d a t a  and i n f o r ~ a t i o n  
on a t t i t u d e s  (See  Annex F ) .  

T3e s u r v e y s  zonducted  a s  p a r t  of t h e s e  s t u d l e s  have provided  a  
f3rr:y r e p r e s e n t a t i v e  p i c t u r e  of t h e  non-farm s e c t o r ,  both f o r ~ a l  
2 n d  l n f o r ~ a l .  According t o  t h e  G O R ,  t h e r e  a r e  rough ly  7 , 0 0 0  
r e q l s c ? r e d  f i r m s  i n  Rwanda. The 1988 PRIME: s t u d y  i n c l u d e d  f i r m s  
whlch t o g e t h e r  accounted  f o r  roughly 50 p e r c e n t  of a l l  employment 
i n  r e g l s t e ~ e d  manufac tur ing  f i r m s ,  more t h a n  50 p e r c e n t  of t h e  
t o t a l  vall ie added by manufactur ing s e c t o r ,  and over  8 pe rcen t  of 
SK? I n  1987. The MAPS sample surveyed 260 f i r m s ,  of whicn 130 
were r e g i s t e r e d  and 130 were n o t .  E ight  p e r c e n t  were l a r g e  f l r n s  
( o v e r  $580,000 i n  f i x e d  a s s e t s ) ,  7 6  p e r c e n t  were s m a l l  and micro 
( l e s s  than  $?5 ,000 i n  f i x e d  a s s e t s ) ,  t h e  remainder  were m e d r ~ n -  
S ized  f r rms .  2 i g h t y - f  i v e  pe rcen t  were engaged i n  manufac tu r ing ,  
commerce and s e r v i c e s ,  and a g r o - i n d u s t r y  a c t i v i t i e s .  Roughly a  
q u a r t e r  were women-directed. The ILO sample surveyed 700 f i r m s ,  
of which 1 0 0  were r e g i s t e r e d  and 6 0 0  were n o t .  The ILO s tudy  
zom?:emented t h e  MAPS e x e r c i s e  by focus lng  on r u r a l  a r e a s ,  
d h e r e a s  M.c.?S focused  on t h e  c a p i t a l  and l a r g e  r e g i o n a l  towns. 
3 e  f l n d i n g s  of  t h e  ILO survey  suppor t ed  t h o s e  of t h e  MATS 
s x s r z ~ s e .  

3 e  fo l lowing  s u b s e c t i o n s  p rov ide  an a n a l y t i c a l  d e s c r i p t i o n  of 
t h e  main non-f arm production and marketing a c t i v i t i e s ,  i n c l u d i ~ ;  
( i )  economic e f f i c i e n c y  of major c a t e g o r i e s  of p r i v a t e  s e c t o r  
a c t i v i t y ,  ( i i )  key economic i n c e n t i v e s  a f f e c t i n g  t h e i r  
p e r f o r n a n c e ,  and ( i i i )  p o l i c y  i m p l i c a t i o n s .  The emphasis  i s  on 
. _ - = . . , i f y i n g  ;,...,- t h e  p r i n c i p a l  p r i v a t e  s e c t o r  manufac tu r ing ,  comnerze, 
2 n d  s e r v i c e  a c t i v i t i e s ,  t h e i r  d i r e c t  r e l a t i o n s h i p  t o  employnent,  
consJTers ,  and import  and expor t  a c t i v i t i e s ,  e s p e c i a l l y  w i t h  
neig:?boring c o u n t r i e s .  

3 .  S t r u c t u r e  of Employment and P r o d u c t i o n  Manufac tu r in j  and 
i 3 z n ? r z e  S e c t o r s  

According t o  a v a i l a b l e  n a t i o n a l  s t a t i s t i c s ,  a b s t r a c t e d  i n  Table  
2 ,  t h e  m a n u f a c t u r i n g ,  commerce, and s e r v i c e s  s e c t o r s  i n  Rwanda 
r e p r e s e n t s  a b o u t  56 p e r c e n t  of t o t a l  Gross  Domestic P roduc t  
(GDP) . 



:32le 2 .  C o n t r i b c t i o n  t o  G D P  b y  S e c ~ c r  a 2 3  b y  4 1 1  
S l z e s  o f  P r i v a t e  a n d  P l ~ b l l c  E n t e r ? r i s e s ,  : 9 8 6 .  

S e c t o r  S h a r e  o f  G 3 P  2 , -  y a t  C L 2 - e  .- - - e  - . . - -  ? u b l l c  S t . a r e  

SDP 1 0 0  7  8 2 2 

( a )  A l s o  i n c l u d e s  s e r v i c e s ,  t r a n s p o r t a t i o n ,  f i n a n c e .  
( b )  2 e r c e n t a g e s  may n o t  a d d  d u e  t o  r o u n d i n g .  
S o u r z e :  a d a p t e d  f r o m  MAPS, Volume 11. 

? w a n d a n  f i r m s  a r e  l a r g e l y  a r t i s z i Z a l  a n d  s m a l l  a n d  m e d i u m - s c a l e  
e n t e r p r i s e s  ( i . e . ,  l e s s  t h a n  3C p e r m a n e n t  e.??:Dyees o r  s a l e s  o f  
l e s s  t h a n  $ 3 3 5 , 0 0 0 ) .  I n  c o m p a r l s ~ n ,  p ~ b l i c  e n t e r p r i s e s  a r e  f e w  
i n  number  a n d  l a r g e r  t h a n  a l l  b u t  t h e  l a r g e s t  r e g i s t e r e d  p r i v a t e  
f i r m s .  

T a b l e  3  s h o w s  t h e  s t r u c t u r e  o f  e m p l o y m e n t  i n  t h e  Rwandan  e c o n o m y ,  
e x c l a d i n g  s u b s i s t e n c e  a j r i c u i t c r e ,  w h i c h  e ~ p l o y s  o v e r  9 0  p e r c e n t  
o f  t h e  l a b o r  f o r c e .  When s u b s i s t e n c e  a g r i c u l t ~ r e  i s  e x c l u d e d ,  
n a n d f a c t ~ r i n s  e m p l o y s  t h e  l a r g e s t  number  o f  p e o p l e  i n  t h e  n o n -  
f a r m  s e c t o r s .  I n  1 9 8 6 ,  PRIME e s t i m a t e d  t h a t  a p p r o x i m a t e l y  
1 2 7 , 0 0 0  w e r e  e m p l o y e d  i n  t h i s  s e c t o r ,  o f  w h i c h  9 2  p e r c e n t  w e r e  
e m p l o y e d  i n  t h e  i n f o r m a l  s e c t o r .  

T a b l e  3 .  E s t i m a t e d  S t r u c t ~ r e  o f  Yon-Farm E n p l o y m e n t  i n  
Ywanda. 

Sectors Formal Informal  T 3 t a l  

- - -  i n  p e r c e n t  - - - 
F o r m a l  A g r i c u l t u r e :  ( a )  

F s t a t e s  a n d  M i n i n g  1 8 . 9  2 0 . 0  1 9 . 5  
P u b l i c :  

C o v e r  n m e n t  4 8 . 9  0 . 0  2 2 . 2  
B u s i n e s s :  

H a - d f a c t u r i n g  6 . 5  6 5 . 6  3'.9 
C a T , n e r c e ,  i n c l u d i n g  

c o ~ . s t r  u c t i o n ,  t r a n s -  
p o r t ,  f i n a n c e  a n d  
o t h e r  s e r v i c e s  2 5 . 7  1 3 . 9  l 9 . 3  

TOTAL 1 0 0  . O  1 0 0  . 0  10 ,2 .0  

( a )  E x c l u d e d  f r o m  t a b l e  i s  s u b s i s t e n c e  a g r i c u l t u r e  c a t e g o r y .  
S o u r c e :  A d a p t e d  f r o m  PRIME r e p o r t  number  6 ,  December  1 9 8 7 ,  p p .  9 ,  
11, a n d  5 3 .  



J , o u p ,  t k e  non-farm s e c t o r s  e x 2 e r i e n c e d  a  r e l a t i v e l y  r a p i d  A S  a  r - r  

growth ( e s t i m a t e d  a t  an annual  a v e r a g e  of between 3  and 5 p e r c e z t  
i n  r e a l  t e r m s )  liuring t h e  growth  p e r i o d  of 1980-87. T h i s  
c o n t r a s t e d  w i t 3  t h e  d e c l i n i n g  r a t e  of growth i n  a 3 r i c u l t u r e t  
d h i ~ h  das  b a r s l y  over 1 p e r c e n t  per year  dur ing  t h e  san? p e r i a d .  
The average  a n n J a l  grgwth r a t e  i n  t h e  non-farm s e c t o r s  d e c l i n e d  
be tyeen 1987-S9,  t o  a  r e p o r t e d  3 - p l u s  g e r c e n t .  A s  a  resu::, 
dur ing  t h e  :9S0st t h e  non- far^ s e c t o r s '  r e l a t i v e  s h a r e  of SD? 
r o s e  l n  c o n t r a s t  t o  t h e  d e c l i n i n g  s h a r e  i n  a g r i c u l t ~ r z .  

1. nanuf a c t u r  ing . 
As i n  most c o c n t r i e s  a t  Rwanda's s t a g e  of development ,  
m a c ~ f a c t u r i n g  i s  p r i m a r i l y  a g r o - i n d u s t r i a l  - -  process ing  of food 
and beverages .  Process ing  a c t i v i t i e s  accounted  f o r  some 4 5  
Dereent of ennloyment i n  manufac tur ing  i n  1980. In t h i s  s e c t o r ,  
b u b l i c  and mixed ( p r i v a t e - p u b l i c )  e n t e r p r i s e s  have h i s t o r i c a l l y  
produced S e e r ,  c i g a r e t t e s  and s o f t  d r i n k s ,  wh i l e  t h e  p r i v a t e  
s e c t o r  has become a c t i v e  i n  t h e  p r o d u c t i o n  of animal  f e e d ,  
c o o k i e s ,  and candy. Out s ide  t h e  a g r o - i n d u s t r i a l  s u b s e c t o r ,  t h e  
p r i v a t e  s e c t o r  i s  t h e  most i m p o r t a n t  a c t o r  i n  manufac tu r ing ,  
whether i n  p a r t n e r s h i  w i t h  t h e  G O R  o r  on i t s  own, accounting f o r  
over t h r e e - q u a r t z r s  of a l l  employment. O v e r a l l ,  t h e  IM? 
e s t i ~ a t e d  t h a t  p r i v a t e  s e c t o r  accoun ted  f o r  67 pe rcen t  of 
n a n u f a c t u r i n g ' s  c o n t r i b u t i o n  t o  G D P  ( s e e  Tab le  2 ) .  The p u b i i c  
s e c t o r  p r o v i d e s  t h e  remainder .  

In volume t e rms ,  t h e  manufacturing s e c t o r  grew by about  o n e - t h i r d  
i n  between 1980 and 1986, ave rag ing  over 4 p e r c e n t  per y e a r .  In 
t h e  1983-1986 p e r i o d ,  s e v e n t y - f i v e  new mandfacturing f i r m s  were 
c r e a t e d ,  of which s i x t y - s e v e n  were i n  t h e  p r i v a t e  s e c t o r .  

3 r o a d l y  s p e a k i n g ,  t h r e e  c a t e g o r i e s  of s m a l l  p r i v a t e  e n t e r p r i s e s  
accounted  f o r  a lmost  40 p e r c e n t  of t o t a l  v a l u e  added i n  
manufac tur ing .  They were t r a d i t i o n a l  beverage  p roducer s ,  
t a i l o r s ,  and baske t  makers.  Another 50 p e r c e n t  i s  accounted f o r  
by rough ly  t h i r t y  formal  manufac tur ing  f i r m s .  MAPS e s t i m a t e d  
t h 3 t  t h e r e  may on ly  be 1 0 0  manufac tu r ing  f i r m s  i n  Xwanda 
tm2loying more than 30 people  e a c h .  

T a b l e  4 shows t h e  t r e n d s  and p roduc t  compos i t ion  i n  t h e  s e c t o r .  
The d a t a  on t h e  1984-88 pe r iod  i n d i c a t e  r i s i n g  t r e n d s  fo r  
i n d u s t r i e s ,  such a s  S e e r ,  s u g a r ,  p a i n t ,  hoes ,  c l o t h  and cement.  
Yhereas p rodue t ion  of soap ,  b l a n k e t s ,  s h o e s ,  and r a d i o s  s t a g n a t e d  
or d e c l i n e d .  3 e s g i t e  G O R  e f f o r t s  t o  broaden t h e  manufacturing 
b a s e ,  i . e . ,  r e v i s e d  inves tment  code ,  t a x  changes  and c r e d i t ,  t h e  
s e c t o r  remains t o  be dominated by ag ro -p rocess ing  i n d u s t r i e s .  



:3S?e 4 .  P r o d u c t i o n  o f  Ya:or Y a n u f 3 c t u r e d  P r o d u c t s ,  
1 9 9 4  - 1 9 8 8 .  

3 ,?3r  ( ~ r l : l o n  b o t t l e s )  8 0 . 4 5  8 ' . 6 4  8 8 . 9 0  8 9 . 0 0  9 7 . 0 0  .- - . . - : 3 : z o h o l i c  b e v e r  3 9 e s  
( x i l l l o n  b o t t ! e s )  4 3 . 3 5  4 9 . 9 6  5 6 . 3 2  6 5 . 0 Q  6 0 . 2 6  

3 ( t h o ! ? s a n d  t o n s )  1 . 6 8  3 . 3 4  2 . 3 4  4 . 7 3  4 . 7 ?  
S::? ( t 5 o ' ~ s . 3 . n d  t o n s  ) 1 1 . 8 1  1 5 . 0 7  1 2 . 1 6  8 . 6 0  9 . 0 0  
? a : n t  ( t h o u s a n d  t o n s )  0 . 7 7  0 . 7 7  0 . 8 3  1 . 4 5  1 . 3 5  
i= : r r l ? . ?a t ed  i r o n  s h e e t s  

( t h o u s a n d s  o f  t o n s )  7 . 3 8  1 9 . 7 2  1 0 . 7 5  8 . 6 3  9 . 2 4  
S 5 ; e s  ( m i l l i o n  p a i r s )  0 . 2 7  17-08 0 . 3 3  0 . 3 1  0 . 3 1  
3 l : n k e t s  ( m i l l i o n  

p i e c e s  ) - .  0 . 4 6  0 . 4 8  0 . 3 9  0 . 3 5  0 . 4 8  
?.::lo R e c e i v e r s  

( t n o c s a n d s )  6 . 1 6  1 1 . 6 8  9 . 8 6  1 0 . 5 1  0 . 5 8  
C i ; a r e t t e s  ( m i l l i o n s )  6 8 5 . 6 9  6 9 7 . 3 2  6 4 8 . 4 2  6 9 8 . 2 7  6 9 7 . 9 5  
F a ? s  ( T h o c s a n d  p i e c e s )  2 3 4 . 3 5  7 4 3 . 4 2  5 2 9 . 7 9  8 0 0 . 0 0  8 2 5 . 1 5  
C 1 2 t h  ( m i l l i o n  y a r d s )  - - 1 . 7 2  5 . 2 6  1 2 . 5 6  1 2 . 0 9  
,+-en!  ( t h o u s a n d  

m e t r i c  t o n s )  7 . 5 8  3 1 . 8 0  4 2 . 2 6  6 2 . 3 6  6 7 . 9 4  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
S : - r c e :  G o v e r n m e n t  o f  R w a n d a  

a .  Import Dependence o f  Large  and 
Medium-Sized F i r m s .  An i m p o r t a n t  s t r u c t u r a l  e l e m e n t  o f  t h e  
F ~ i n d 3 3  m a n i l f a c t u r i n g  s e c t o r  i s  a r e l a t i v e l y  h i g h  d e g r e e  o f  
; ~ > 3 r t  ? e p e n d e n c e ,  e s p e c i a l l y  f o r  l a r g e  a n d  m e d i u n  m a n u f a c t u r i n g  
c - - - r . n s .  A c c o r d i n g  t o  a U S A I D - f u n d e d  s t u d y  w h i c h  i n c L u d e d  2 4  
rn y,:?,ct r g r o i l p s  a n d  3 4  f i r m s  I n  t h e  s a m p l e ,  t h e  ( u n - w e i g h t e d )  
a.:sra,-e o f  t h e  i m p o r t  c o n t e n t s  i s  e s t i m a t e d  a t  3 9  p e r c e n t .  F o r  
t : " .~  14 l a r g e s t  f l r m s  i n  t h e  s a m p l e ,  t h e  a v e r a g e  was a s  h i g h  a s  5 6  
p 2 r c e n t .  

T 3 ' 2 l e  5 s h o w s  t h e  e s t i m a t e s  o f  i ~ p o r t  c o n t e n t s  f o r  t h e  2 4  p r o d u c t  
(- j - d , , s  p n ; , q -  i n c l u d e d  i n  t h e  s t u d y .  T h e  d a t a  s u g g e s t  t h a t  
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t r a n s f o r m a t i o n  o f  impor t ed  i n p u t s  i s  a  s i g n i f i z a n t  a c t i v i t y  i n  
tb,e n a n u f a c t u r i n g  s e c t o r ,  and t h a t  f i r m s  a r e  h i g h l y  dependen t  on 
iy?or:?d i n p u t s .  About t w o - t h i r d s  of  t h e  f i r m s  have v a l u e  a3ded 
( c o n ? r i b u t i o n  from d o m e s t i c  r e s o u r c e s )  between 3 0  t o  5 0  p e r c e n t ,  
3-5 a 5 o i t  2 9  Fercen t  of them have  v a l u e  added of l e s s  t h a n  2 0  
,-. , .?ccent.  ~ ; i ? : ? n  t h e  d e g r e e  of impor t  c o n t e n t ,  t h e s e  f i g d r e s  a r e  
s ~ r z r i s - i ~ ~ ~ : y  high and m:s load icq .  13 r e a l i t y ,  t h e  s i t , : a '_ i .oc  
r 2 f l e z t s  a  hi l ;h  c o s t s  o f  p r o d u c t i o n  because  of high f a c t o r  c a s t s  
( a r , d / a r  !ow p r . ~ d ~ c t i v i t y ) ,  a s  w e l l  a s  h igh  deg:?e o f  p r o t e c t i o r ,  
(a:'.! i n d i r e c t  t a x e s )  from i m p o r t s .  The l a t t e r  a l l o w s  f i r m s  t o  
:or . t inde s u p p o r t i n g  h igh  p r o d u c t i o n  c o s t s  and h i g h e r  p r i c e s ,  even 
1- c a s ? s  xhe re  v a i l ~ e  added a s  measured by world p r i c e s  i s  low. 

T a b l e  5 .  E s t i m a t e s  of  t h e  Impor t  Con ten t  of S e l e c t e d  
Goods.  

i t em Impor t  C o n t e n t  a s  a  P e r c e n t a g e  of  S a l e s  P r i c e  

A l u m i n u m  c a s s e r o l e s  
' l a s e l i n e  
S a l v 3 n i z s . j  s h e e t s  
Wire f enc ing  
Barbed wi r e  
Foam rubber  mat t r e s s  
Xooden f u r n i t u r e  
Radios  
Tomato c o n c e n t r a t e s  
C l o t h  ( p o l y / c o t t o n )  
Cand ie s  
? : a s t i c  s h o e s  
Y e t a l  f u r n i t u r e  
T o i l e t  paper 
Meta l  t r c c k  t r a i l e r s  
Rubber s a n d a l s  
L e a t h e r  shoes  
Schoo l  e x e r c i s e  books 
Hoes 
C i g a r e t t e s  
P a s s i o n  f r u i t  j u i c e  
3ee r  
::?a14 
Wheat f l o u r  

Sodrce :  2 R I Y E  R e p o r t  No. 9 .  



b. Impor t  Dependence  o f  S m a l l  a n d  Micro- 
E n t e r p r i s e s .  I n  Rwanda, t h e  d e p e n d e n c e  of  s m a l l e r  e n t e r p r i s e s  on 
;mpo:t?d g o o d s  1s a l s o  s i g n i f i c a n t .  Twenty  p e r c e n t  of  s m a l l  a z d  
m i c r o  enterprises r e p o r t e d  t h a t  5 0  p e r z e n t  o r  more of t h e i r  raw 
? a t e r i a l s  and :n i - -e rmedia t s  i c p u t s ,  e x c l u d i n g  l a b o r ,  were  i r n p o r z ~ ?  
( S e e  T a b l e  6 ) .  Y h i l e  r e v e a l i n g ,  t h e  2 0  p e r c e n t  f i g u r e  i s  f e l t  t o  
be low.  The M ? S  s u r v e y  f o u n d  t h a t  s m a l l  a n d ,  p a r t i c u l a r l y ,  
m i c r o  e n t e r p r i s e s  t e n d e d  n o t  t o  i n c l u d e  d o m e s t i c a l l y  m a n u f a c t u r e d  
g o o d s  t h a t  had a  s c l b s t a n t i a l  i m p o r t  c o n t e n t .  

T a b l e  6 .  P e r c e n t  of F i r m s  Where F i f t y  P e r c e n t  o r  
More o f  T h e i r  I n p d t s  Were I m p o r t e d  Goods .  
S m a l l / M i c r o  20 % 

~ a r :  e 66 % 
S o u r c e :  YAPS, p.  35 .  

I n  any  c a s e ,  t h e  d a t a  make c l e a r  t h a t  a  l a r g e  p a r t  of Rwanda 's  
n a n u f a c t u r i n g  s e c t o r ,  r e g a r d l e s s  o f  s i z e ,  i s  d e p e n d e n t  on 
i m p o r t e d  g o o d s ,  5 e n c e  t h e  G O R  f o r e i g n  e x c h a n g e  a l l o c a t i o n  and 
i m p o r t  s y s t e ~ .  The p e r f o r m a n c e  o f  t h i s  s y s t e m  h a s  a  d i r e c t  
i m p a c t  on t h e  o p e r a t i o n  Rwanda's  m a n u f a c t u r i n g  s e c t o r ,  t h e  p e o p l e  
i t  e ~ p l o y s ,  and t h e  consumers  of  t h e  p r o d u c t s  p r o d u c e d .  

2 .  Commerce. 

The major  c a t e g o r i e s  of commerc ia l  a c t i v i t i e s  i n  Rwanda a r e  s m a l l  
s h o p k e e p i n g ;  r e s t a u r a n t s  and h o t e l s ;  s m a l l  t r a n s p o r t e r s ,  
i n c l u d i n g  b c s e s  and t a x i s ;  p e r s o n a l  s e r v i c e s ;  t o u r i s m ;  l a r g e r  
t r a ~ s p o r t e r s ;  l a r g e r  r e t a i l  s t o r e s ; .  a n d  f i n a n c e  and  i n s a r a n c e .  
O v e r a l l ,  t h e  r a t e  of g r o w t h  i n  commerce was s l o w  d u r i n g  t h e  1 9 8 0 -  
1986 p s r i o d ,  a v e r a g i n g  a b o u t  1 p e r c e n t  p e r  y e a r .  The s u b s e c t o r s  
of b a n k i n g  and i n s u r a n c e  d i s p l a y e d  s l i g h t l y  g r e a t e r  g r o w t h  t h a n  
d i d  t r a d i n g  o r  t r a n s p o r t .  N e v e r t h e l e s s ,  t h e  numbers o f  
r e g i s t e r e d  t r a d e r s  i n c r e a s e d  by 50 p e r c e n t  i n  t h e  f i r s t  h a l f  of 
t h e  1 9 8 0 s  t o  over  9 , 6 0 0 .  R e p o r t e d l y ,  i t  r e f l e c t e d  a  g rowing  
p e r z e p t i o n  t h a t  more money is  t o  be  made i n  commerce t h a n  
n a n i f a c t u r i n g .  T a b l e  7 shows w h e r e  t h e  mos t  v a l u e - a d d e d  
o r i g i n a t e s  w i t h i n  commerce. Ranked f i r s t  a r e  t r a d i n g  a c t i v i t i e s ,  
t h s n  government  p r o v i d e d  s e r v i c e s ,  f i n a n c e  a n d  i n s u r a n c e ,  and  
f i n a l l y  t r a n s p o r t .  

T a b l e  7 .  Value-Added i n  Commerce S e c t o r ,  1 9 8 6 .  
P e r c e n t  o f  

C a t e g o r y  S e c t o r ' s  V a l u e  Added 
S h o ? k e e p i n g ,  X o t e l s ,  R e s t a ~ r a n t s  45 
Government  s e r v i c e s  3  2 
F i n a n c e ,  I n s u r a n c e ,  and r e a l  e s t a t e  14 
T r a n s p o r t  9  

T o t a l  100  
S o u r c e :  MAPS, p .  38 .  



w h i l e  d a t a  i n d i c a t i n g  t h e  i m 2 o r t  d e p e n d e n c e  o f  f i r m s  i n  t h e  
z o , ~ , , ~ , s r z e  s e c t o r  a r e  n o t  a v a i l a 5 l e  s e p a r a t e l y ,  i t  c a n  n o n e t h e l e s s  
be  i n f e r r e d  t o  be s i g n i f i c a n t .  F u e l  i s  a l l  i m p o r t e d .  Whi le  f u e l  
is t h e  b a s i s  f 3 r  t k e  t r a n s 2 o r t  s ~ b s e c t o r ,  i t  a l s o  a f f e c t s  
c o m n e r 2 e ' s  o t k ? r  s u b s e c t o r s .  S h o p k e e p e r s  s e e  t h e  p r i c e  of f u e l  
i n  t h e  p r i c e  o f  ~ o o d s  t h e y  blly. r h o s e  g o o d s ,  w h e t h e r  
~ d o m ? s t i c a l l y  ~ t n d f a c t u r e d  o r  i ~ ~ p o r t e d  a s  f i n a l  g o o d s  a l s o  r e f l e c t  
t h e  c o s t  of  f o r e i . g n  e x c h a n 2 e  and  how e f f e c t i v e l y  t h e  i m p o r t  
s y s t e m  o p e r a t e s .  For  e x a n ? ? e ,  GOR c o n t r o l s  on t h e  q u a n t i t i e s  of 
h o e s  i m p o r t e d  h a s  t h e  n e t  e f f e c t  o f  r a i s i n g  t h e  p r i c e  o f  h o e s  
made i n  Rwanda, r a i s i n g  t h e  p r i c e  of i m p o r t e d  h o e s ,  and  r e d u c i n g  
t h e  o v e r a l l  s u p p l y  o f  h o e s .  T h u s ,  s h o p k e e p e r s  s e l l i n g  h o e s  ?ay 
more f o r  t h e i r  i n v e n t o r y  ( h e n c e  buy f e g e r ) ,  and  u l t i m a t e l y  t h e  
c o n s u n 2 r  p a y s  more .  The l o s e r s  from t h i s  p o l i c y  a r e  t h o s e  
needin( ;  h o e s ,  which  i n  Rwanda means t h e  m a j o r i t y  of  t h e  
p o p u l a t i o n .  The p r i i n a r y  Rwandan b e n e f i c i a r i e s  a r e  t h e  Rwandan 
f i r i n  p r o d u c i n g  h o e s  and  s m a l l  a r t i s a n s  m a n u f a c t u r i n g  h o e s  w i t h  
s c r a p  m e t a l .  S i m i l a r  a r g u m e n t s  e x i s t  f o r  o t h e r  g o o d s  demanded by 
Rwandan c o n s a m e r s  where  t h e  < O R  h a s  i n s t i t u t e d  i m p o r t  c o n t r o l s  t o  
p r o t e c t  d o n e s t i c  i m p o r t  s u b s t i t u t i o n  i n d u s t r i e s .  T h e s e  i n c l u d e  
b l a n k e t s ,  p l a s t i c  p r o d u c t s ,  s m a l l  a g r i c u l t u r a l  i m p l e m e n t s ,  and 
c e r t a i n  c o n s t r u c t i o n  m a t e r i a l s .  Many a r e  t h e  v e r y  p r o d u c t s  
demanded by Rwandans p o o r e r  consumers .  

3 .  C a p a c i t y  U t i l i z a t i o n  i n  M a n u f a c t u r i n g  a n d  commerce. 

Anothe r  way o f  i n f e r r i n g  t h e  e f f e c t  of t h e  G O R ' s  e c o n o m i c  
2 o l i c i e s ,  i n  p a r t i c u l a r  t h e  f o r e i g n  e x c h a n g e  a l l o c a t i o n  and 
i m p o r t  c o n t r o l ,  i s  t o  examine  c a p a c i t y  u t i l i z a t i o n .  A t e l l i n g  
c h a r a c t e r i s t i c  of  t h e  m a n u f a c t u r i n g  and commerce s e c t o r s  i s  t h a t  
r o u g h l y  h a l f  o f  a l l  c a p a c i t y  i s  i d l e .  T h e r e  i s ,  h o w e v e r ,  
c o n s i d e r a b l e  d i v e r s i t y  i n  t h e  r a t e .  T a b l e  8  shows  t h a t  i n  1 9 8 9 ,  
r e g a r d l e s s  o f  f i r m  s i z e  o r  w h e t h e r  t h e y  w e r e  f o r m a l  o r  i n f o r m a l ,  
r o u g h l y  20 p e r c e n t  of  t h e  f i r m s  were  o p e r a t i n g  a t  v i r t u a l l y  f u l l  
c a p a c i t y .  More t h a n  h a l f  t h e  f i r m s  s u r v e y e d  o p e r a t e d  a t  l e s s  
t h a n  50 p e r c e n t  of  c a p a c i t y .  Twenty p e r c e n t  of  t h e  f i r m s  w e r e  
o p e r a t i n g  a t  b e l o w  20 p e r c e n t  of c a p a c i t y .  

T a b l e  8 .  C a p a c i t y  ' J t i l i z a t i o n  by F i r m s  Engaqed I n  
M a n u f a c t u r i n g  a n d  Commerce, by S i z e ,  1 9 8 9 .  

C a p a c i t y  U t i l i z a t i o n  
3 ' r :rm S i z e  ~ ( 2 5 %  25-50% 50-75% x)75% - - - - -  i n  p e r c e n t  - - - - - 
5 e n p l o y e e s  o r  less 24 2 5  3 6 15  
6  -20 e m p l o y e e s  1 5  30 3 1 19 
more t h a n  20 e m p l o y e e s  16 3 4  3 1 19 
a l l  s i z e s  20 2  7  3 5 18 

S o J r c e :  YAPS, p .  4 1 .  



'he e f f e c t  o f  t h e  economic c r i s i s  on Rwanda can be s e e n  from t h e  
d e c l i n e  i n  c a p a c i t y  u t i l i z a t i o n .  In 1987,  ?3IM5 found t h a t  amonj 
l a r g e  f i r ~ s ,  n i n e  p e r z e n t  were d t i l i z i n g  o n l y  a  q u a r t e r  o r  l e s s  
o f  t h e i r  e s p a c i t y .  3 y  t h e  1 9 8 9  Y.\?S s u r v e y ,  t h i s  f i g u r e  had 
r i s e n  t d  l i  ? e r c e n t .  The sd r7Jey  conducted a s  = a r t  of t h e  P A A D  
d e s i z n  s i g ; e s t s  t h e  f i g u r e  h a s  r i s e n  t o  pe rhaps  a s  h i g h  a s  3C)-40 
p e r c e n t  a s  of mid-1991 ( s e e  Annex GI. Low c a p a c i t y  u t i l i z a t i o n  
has  t r a n s l a t e d  i n t o  r e d ~ c e d  enployment i n  most f i r m s .  

4. Efficiency in Manufacturing and Commerce 

S e v e r a l  n e a s u r e s  of t h e  economic e f f i c i e n c y  of t h e  m a n u f a c t u r i n g  
I n d u s t r i 2 s  have Seen e s t i m a t e d  by a  number o f  s t u d i e s .  S i m i l a r  
a n a l y s e s  of e f f i c i e n c y  a r e  n o t  a v a i l a b l e  f o r  t h e  commerc ia l  
s e c t o r .  For m a n u f a c t u r i n g ,  e f f i c i e n c y  measures  i n c l u d e  t h e  
l e v e l s  of p r o t e c t i o n  a c c o r d e d  t o  i n d u s t r i e s  and d o m e s t i c  r e s o u r c e  
c o s t  ( 3 4 C )  i n d i c a t o r s .  T h e  D R C  i s  a  p rox ima te  i n d i c a t o r  of t h e  
s u m  o f  v a r i o u s  p o l i c y - i n d u c e d  d i s t o r t i o n s  i n  t h e  c o s t  s t r u c t u r e  
of a f f e c t e d  e n t e r p r i s e s .  

T a b l e s  9  and 10 summarize t h e  r e s u l t s  of i n d u s t r i a l  e f f i c i e n c y  
assessm2nc (DRC, e f f e c t i v e  and nominal r a t e s  of p r o t e c t i o n )  from 
Xorld Bank and US-\I!3-f!~nded s t d d i e s .  T h e  r e s ~ l t s  s h o u l d  be 
i n t e r p r e t e d  w i t h  c o n s i d e r a b l e  c a u t i o n  p r i m a r i l y  f o r  two r e a s ~ n s .  
F i r s t ,  the  3RC measure i s  a  s t a t i c  c o n c e p t  and t h e r e f o r e  d o e s  :;t 
t a k e  i n t o  account  t h e  p o s s i b i l i t y  of a  manufac tu r ing  a c t i v i t y  
becoming more e f f i c i e n t .  For example,  e f f i c i e n c y  c o u l d  improve 
th rough  economies of s c a l e  o r  improved management a s  a  f i r m  o r  
i n d u s t r y  grows o u t  of t h e  i n f a n t  s t a g e .  Second, t h e r e  a r e  d a t a  
l i m i t a t i o n s  and t h e r e  a r e  d e f i n i t i o n a l  d i f f e r e n c e s  between t h e  
Vorld Bank and USAID s t u d i e s .  

W i t h  t h e  above c a v e a t s ,  t h e  t a b l e s  s u g g e s t  t h e  f o l l o w i n g  
impor t an t  p o i n t s .  F i r s t ,  t h e r e  a r e  s i g n i f i c a n t  p o l i c y - i n d u c e d  
econo~n ic  d i s t o r t i o n s  and i n e f f i c i e n c y  i n  most of t h e  
m a n ~ f a c t u r i n g  a c t i v i t i e s .  Of t h e  15 manufac tur ing  a c t i v i t i e s  
i n c l u d e d  i n  t h e  USAID-funded s t u d y ,  o n l y  two of them ( b e e r  and 
t o i l e t  paper m a n u f a c t u r i n g )  i n d i c a t e d  t h a t  t h e  a c t i v i t i e s  
c o n s t i t u t e  e f f i c i e n t  u s e  of t h e  c o d n t r y ' s  r e s o u r c e s .  Of  t h e  2 0  
~ a n u f 3 c t u r i n q  a c t i v i t i e s  a n a l y z e d  by t h e  Xorld Bank, e i g h t  of 
them ( c i g a r e t t e s ,  b e e r ,  m i n e r a l  w a t e r ,  PVC t u b e s ,  m a c a r o n i ,  s o a p ,  
candy ,  and pomade) s d g g e s t e d  e f  f l c i e n t  u se  of r e s o u r c e s .  
? a r ? n t h e t i c a l l y ,  c i g a r e t t e  manufac tu r ing  has  been shown t o  be 
i n e f f i c i e n t  by t h e  USAID-f~nded s t u d y .  T h i s  c o n c l u s i o n  h a s  been 
f d r t h e r  confi rmed by 3 S A I D  d i s c u s s i o n s  w i t h  knowledge3ble  peep:? 
i n  c o u n t r y .  



T a b l e  9 .  Y s t i m a t e s  of Domestic Resou rce  Cos t  and P r o t e c t i o n  

F r o t e c t i o n  R a t e  
gomes t i c  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Resource  Cost  E f f e c t i v e  Nominal 
R a t i o  ( i n  $ 1  ( i n  % )  

3:qn F r o t e c t i o n :  
T37a to  c o n c e n t r a t e d  
P l a s t i c  s h o e s  
Rabber s a n d a l s  
School  e x e r c i s e  books 
J i r e  f e n c e s  
3a rbed  w i r e  
G a l v a n i z e d  s h e e t s  
L e a t h e r  s h o e s  
C l o t h  ( p o l y - c o t t o n )  
C i g a r e t t e s  

YoAest P r o t e c t i o n :  
'rJheat f l o u r  2.35 7  6  7  6  
g o e s  1.79 38 30 
T o i l e t  pape r  1 .61* 4 2 7  

Low I r o t e c t i o n :  
Foam r11Sber m a t t r e s s e s  0.68 36 
Beer -0.53 -9 4 

Yxport  a c t i v i t i e s :  
Tea ,  a t  a v e r a g e  v o r l d  

p r i c e ,  1987 0.99 
C o f f e e ,  a t  a v e r a g e  

4 o r l . j  p r i c e ,  1987 1.18 

* n e g a t i v e  n e t  f o r e i g n  exchange  s a v i n g s  and n e g a t i v e  n e t  domes t i c  
r e s o ' l r c e  c o s t s .  
S o c r c e :  ?RIME Repor t  No. 9 ,  p .43 ,  

Note:  Domes t i c  Resource  Cost  = (3RL - DRM)/(FCM - FCL) r ,  
x 3 e r e :  - - D 4 D  i s  c o s t s  i n  d o m e s t i c  r e s o u r c e s  of d o m e s t i c  

p r o d u c t  i o n ;  - - D 4 M  i s  c o s t s  i n  d o m e s t i c  r e s o u r c e s  of impor ted  f i n i s h e d  
p r o d u c t ;  - - F C N  i s  f o r e i g n  exchange  c o s t  of impor t ed  f i n i s h e d  
p r o d u c t ;  

- -  FCD i s  f o r e i g n  exchange  c o s t  of d o m e s t i c  p r o d u c t i o n ,  
and  - - r  i s  exchange  r a t e .  



? a b : ~  1 0 .  E s t i n a t e s  o f  P r o t e c t i o n  a n 3  3 3 ~ e s t i c  3 e s o u r c e  "st 

23te  o f  s r o t e c t i o n  3 o ~ e s t i c  R e s o a r c e  C o s t  
. q z b :  - 7 :  b , ,  

- i V r  - 1 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
N o m i n a l  E f f e c t i v e  S n a r t  r u n  Long r u n  

H o e s  1 0  . O  1 7 . 0  0 . 3 0  0  - 9 8  
Z e m s n t  1 4 2  . O  1 1 5 1 . 0  1 . 6 5  . . . 
Corr11 ;a ted  i r o n  4 3  . O  ... - 0 . 8 0  . . . 
Suq a r  1 0 1  . O  480 . O  2 . 6 5  4 . 0 4  
C i g a r e t t e s  5 6  . O  6 8  . O  0 . 1 5  0 . 2 7  
3eer -39 . O  -70 . O  0 . 2 4  0 . 3 4  
M i n e r a l  W a t e r  - 5 8 . 0  -70 . O  0 . 1 1  0 . 1 6  
F r   it J u i c e  1 5 1 . 0  760 . O  2 . 7 6  ... 
C e m e n t  ( smal l  s c a l e ) - 5 . 0  - 5 4 . 3  1 . 2 0  3 . 3 6  
PVC T u b e s  11 . o  - 1 1 . 0  0 . 2 8  0 . 6 2  
C o o k i e s  2 5  . 0  -8 . O  9 . 8 3  2 1 . 7 9  
O x y z e n  -56 . O  - 6 1 . 0  0 . 4 9  1 . 9 6  
A c e t y  i e n e  3 6 . 0  4 2 . 0  1 . 9 6  6 . 5 1  
M a c a r  ~ n i  4 3  . O  72 . O  0 . 2 8  0 . 5 1  
S o a p  1 4  . O  33 .0  0 . 2 8  0 . 6 3  
C a n d y  2 5  . O  29 . O  0 . 2 1  0 . 4 7  
T o m n a n d e  2 5  .0 3 8 . 0  0 . 2 0  0 . 4 6  
3 e t a r ; e n z  20 . O  207  . O  1 . 7 4  3 .9  3  
B l a n k e t s  4 2  . O  1 9 . 0  0 . 7 1  1 .'I0 
B l a n k e t s  ( l u x u r y )  7 4 . 0  5 1  . O  1 . 7 7  2 . 5 3  

S o u r c e :  T h e  W o r l d  B a n k :  "Rwanda: R e c e n t  E c o n o m i c  D e v e l o p m e n t s  
a n d  P o l i c y  I s s u e s ,  p . 3 0 .  

N o t e :  DRC ( s h o r t  r u n )  = ( o p e r a t i n g  c o s t s ) / ( v a l u e  a d d e d  
a t  d o r l d  p r i c e s ) ,  DRC ( l o n g  r u n )  = ( o p e r a t i n g  c o s t s  t 
capital costs)/(value added at world price). Xhen both 
s h o r t - r d n  a n d  l o n g - r u n  D R C s  a r e  l e s s  t h a n  o n e ,  t h e  
e c o n o m i c  a c t i v i t y  i s  e c o n o m i c a l l y  v i a b l e ;  when  b o t h  a r e  
g r e a t e r  t h a n  o n e ,  t h e  a c t i v i t y  i s  n o t  e c o n o m i c a l l y  
v i a b l e .  When t h e  s h o r t - r u n  D 2 C  i s  g r e a t e r  t h a n  o n e ,  
b ~ t  t h e  l o n g - r u n  D R C  i s  l e s s  t h a n  o n e ,  t h e  a c t i v i t y  
s h o u l d  c o n t i n u e ,  i f  i t  i s  a l r s a d y  i n  a p e r a t i o n  b u t  no  
a d d i t i o n a l  i n v e s t m e n t  shou!d b e  mate.  

S e c o n d ,  t h e r e  i s  a l a r g e  d i s p e r s i o n  o f  t h e  r a t e s  o f  p r o t e c t i o n ,  
a n d  d i f f e r e n c e s  b e t w e e n  t h e  n o m i n a l  a n d  e f f e c t i v e  r a t e s .  I n  t h e  
U S ~ I 3 - f 2 n d e d  s t u d y ,  t h e  e f f e c t i v e  r a t e s  o f  p r o t e c t i o n  ( E R P )  r a n g e  
f ro rn  n e g a t i v e  4 , 3 0 0  p e r c e n t  t o  m o r e  t h a n  9 0 0  p e r c e n t .  I n  t h e  
i l o r l d  a a n k  s t u d y ,  t h e y  r a n g e  f r o m  n e g a t i v e  7 0  p e r c e n t  t o  1 , 1 5 0  
p e r c e n t .  T h e  n o m i n a l  r a t e s  o f  p r o t e c t i o n  (NRP) f r o m  t h e  two 
r e s p e c t i v e  s t u d i e s  r a n g e  f r o m  n e g a t i v e  9 0  p e r c e n t  t o  more t h a n  
3 0 0  p e r c e n t ,  a n d  f r o m  n e a r l y  n e g a t i v e  6 0  p e r c e n t  t o  1 6 1  p e r c e n t .  
T h e  l a r g e  n e g a t i v e  r a t e s  a c c o r d e d  t o  beer a n d  m i n e r a l  w a t e r  



:?f:?ct s d b s t a n t i a l  i n d i r e c t  t a x e s  on them. In 3139st  a l l  c a s e s  
t::e z?? i s  hi;her than  t h e  NRP. 

- .  - ? l r ! ,  a c t i v i t i e s  accorded  import  p r o t e c t i o n  by t h e  < O R  tend  t o  
k-12.;~ 3 i ? lgh  3 ; i C .  T h i s  i s  more c l e 3 r l y  borne ou t  i n  t h e  J o r i d  
3ank s t u d y .  Zxamples i n c l u d e  cement ,  c o r r u ~ a t e d  i rL2n,  d e t e r g e n t ,  
su ;3r ,  c i g a r e t t e s ,  p l a s t i c  and l e a t h e r  s h o e s ,  and wkeat f l o u r .  
:m?or:antly, t h e r e  a r e  a l s o  p r o t e c t e d  manufactur ing a c t i v i t i e s  
.&. 2q ; .. a??ear t o  be o p e r a t i n g  e f f i c i e n t l y .  Examples a r e  hoes and 
Tazaron:. 

- ? o ~ r t h ,  t h e  D R C  concept  i n v o l v e s  measuring t h e  c o s t  of domes t i c  
r e s o d r e e s  r e q u i r e d  t o  save  ( o r  e a r n )  one u n i t  o f  f o r e i g n  
?xckan<e.  A c r i t i c a l  v a r i a b l e  i n  t h i s  concept  i s  t h e  exchange 
: a t e .  Consequent ly ,  t h e  l a c k  of c o m p e t i t i v e n e s s  cou ld  be 
2 t t r i b u t e d  t o  i n a p p r o p r i a t e  exchange  r a t e  p o l i c y  (more on t h i s  i n  
t h e  next  s e c t i o n ) .  

F i n a l l y ,  t h e  po l i cy - induced  economic d i s t o r t i o n s  and i n e f f i c i e n c y  
i n  most of t h e  manufac tur ing  s e c t o r ' s  a c t i v i t i e s  have d i r e c t  
s ? i l l - o v e r  i m p l i c a t i o n s  f o r  commerce a c t i v i t i e s ,  e ~ p l o y m e n t  and 
co=sumers ,  T h i s  can be  s e e n  i n  t e rms  of h igher  p r i c e s  and low 
q d a n t i t i e s  of goods ,  3 e n c e  a d d r e s s i n g  t h e s e  d i s t o r t i o n s  can be 
e x ? e z t e d  t o  have b e n e f i t s  f o r  commerce a s  w e l l .  

5 .  Exports 

In t h e  manufac tur ing  and commerce s e c t o r s ,  t h e r e  a r e  few f i r m s  
p r o d ~ c i n g  p r i m a r i l y  f o r  e x p o r t ,  which i s  de f ined  a s  more t h a n  
k a l f  of a  f l r r n ' s  o u t p u t  o r  s e r v i c e  being f o r  e x p o r t  marke t s .  
T h i s  I s  expected  g i v e n  t h e  G O R ' s  long - s t and ing  p o l i c y  of 
r e s t r i c t i n g  e x p o r t s  of most commodit ies  excep t  c o f f e e ,  t e a ,  an3 
so7e  i r ~ n e r a l s .  I n  MAPS, o n l y  1 0  p e r c e n t  of l a r g e  f i r m s  were 
f o ~ n d  t o  produce o r  s e r v e  p r i m a r i l y  e x p o r t  markets .  The 
?ercer .zage dropped s h a r p l y  t o  3 p e r c e n t  and 1 p e r c e n t  f o r  medium 
and small , /micro e n t e r p r i s e s ,  r e s p e c t i v e l y .  

7 '  , :ese  f i g u r e s  u n d e r e s t i m a t e  t h e  a c t u a l  number of f i r n s  ena;aqed i n  
2x?~rLi  a c t i v i t i e s .  For example ,  s e v e r a l  of t h e  l a r g e r  K i g a l i -  
aazed i m p o r t e r s  of f i n a l  an  i n t e r m e d i a t e  goods have i n d i c a t e d  
t h 3 t  b l tween 20 t o  40 p e r c e n t  of t h e i r  goods a r e  r e - e x 2 3 r t e d  by 
' _ r a d e r s  and s m a l l  t r a n s p o r t e r s  t o  ne ighbor ing  c o u n t r i e s .  One 
i n d i c a t e d  t h a t  t h e  development  of s e v e r a l  of i t s  p roduc t  l i n e s  
were shaped l a r g e l y  by consumer p r e f e r e n c e s  i n  Z a i r e  and Zganda. 
Over 80 p e r c e n t  of s m a l l  f i r m s  surveyed by MAPS i d e n t i f i e d  
3wan3a1s ne ighbors  a s  t h e i r  most prof  i t a b l e  expor t  ma: k e t .  

BEST AVAILA BLE COPY 



C .  Key C ~ r r e n t  C o n s t ~ 3 l n t s  '3cing Yanufactur l?~!  and 
cor7er:e 

The major s e t s  of f a c t o r s  i n f 1 ~ e n : i n g  t h e  p e r f ~ r r n a n c e  9: t h e  
r ' ,3n,iflct:riz. j '  s s c t o r  i n c l u d ? :  ( a )  a t r l l c t u r a l  c h a r a c t e r i s t i c s  i n  
t h ?  s e c t o r ,  ( 3 )  nac raeconon ic  3 a n a j e n e n t ,  and ( e l  gove rnnen t  
p o l i c i e s  and r q u l a t i o n s  af fee t - ing  t h e  i n c e n t i v e  s t r u c t d r e .  
v i h e r e  a r s  o t h e r  s e t s  of f a c t ~ r s ,  b u t  t h e s e  a r e  c u r r e n t l y  t h e  most 
i m p o r t a n t .  A s  p o l i c y  r e f a r z s  a r e  implemented, new s e t s  of 
f a c t o r s  w i l l  r e p l a c e  t h o s e  c u r r e n t l y  i d e n t i f i e d  a s  t h e  most 
i m p ~ r t a n t - .  

S t r u c t u r a l  c o n s t r a i n t s  i n c l u d e  t h e  s n a l l  s i z e  of t h e  domes t i c  
q a r k e t ,  l i n i t e d  i n s t i t u t i o n a l  and hzman r e s o u r c e s  c a p a c i t y ,  and 
Zvanda ' s  land- locked l o c a t i o n ,  which r e s ~ l t s  i n  high t r a n s p o r t  
c o s t  f o r  i n p o r t s  and e x p o r t i n g .  These c o n s t r a i n t s  a r ?  a s s o c i a t e d  
w i t h  t h e  c o d n t r y l s  r e s o u r c e  e n 2 0 . d ~ e n t s ,  t h e  s i z e  of t3.e market ,  
and l e v e l  o f  development .  They can be changed r e l a t i v e l y  s l o w l y  
a s  t h e  coun t ry  deve lops  and th rough  long term inves tmen t .  

Macroeconomle r 3 ? q e n e n t ,  p o l i c y  and r e g u l a t o r y  c o n s t r a i n t s  
a f f e c t i n g  t h e  s e c t o r ' s  i n c e n t i v e  s t r u c t u r e ,  on t h e  o t h e r  hand, 
a r e  und?r t h e  cjovernment's c o n t r o l .  They can be c h a n ~ e d  by t h e  
g o v e r n n e n t .  S e v e r a l  s t u d i e s  mentioned above had c o n c l ~ 3 e d  t h a t  
t h e  government import s u b s t i t u k i o n  p o l i c y ,  i t s  d i r  i g i s :  
i n t e r v e n t i o n s ,  and postponed macrosconomic adjus tment  have 
s h i e l d e d  i n e f f i c i e n t  f i r m s  from c o m p e t i t i o n  and market  f o r c e s ,  
and s t u n t e d  t h e  development of e x p o r t  markets .  More 
s p e c i f i c a l l y ,  t h e  major p o l i c y  c o n s t r a i n t s  a f f e c t i n g  t h e  
i n c e n t i v e  s t r ~ c t u r e  of t h e  manufac tu r ing  and commerce s e c t o r s  
a r e :  

( a )  i ~ p o z t  p o l i c y ;  

( 5  ) delayed  macroeconomic 3d j u s t n e n t ,  
p a r t i : u l a r l y  i n  t h e  a r e a s  of  b a l a n c e  of 
payments management, exchange  r a t e  p o l i c y  anc! 
f i s c a l  and monetary p o l i c i e s ;  and 

( c )  governinent d i r e c t  z o n t r o l s  on ~ T I c ~ s ,  
b u s i n e s s  e n t r y ,  a n 3  l a b o r  p r a c t i c e s .  

T3e r e l a t i v e  i n p o r t a n c e  of t h e s e  c o n s t r a i n t s  co r re sponds  w i t h  t h e  
views of 3wanda 's  p r i v a t e  s e c t o r .  T a b l e  !1 r a n k - o r d e r s  t h e  
f a c t o r s  having t h e  most n e g a t i v e  e f f e c t s  on commerce an? 
m a n ~ f a c t d r i n g  a c t i v i t i e s ,  a s  j ~ d j e d  by t h o s e  i n  t h e  p r i v a t e  
s e c t o r .  F a c t o r s  r e l a t e d  p r i m a r i l y  t o  t h e  Z O R ' s  f o r e i g n  exchange 

. a l l o c a t i o n  and import sys t em have been u n d e r l i n e d .  A c u r s o r y  
rev iew of  t h e  t a b l e  i d e n t i f i e s  t h e  prominent  r o l e  t h a t  t h e  G O R 1 s  
a l l o c a t i o n  of f o r e i g n  exchange  and impor t  l i c e n s e s  sys tem has  
been a s  a  c o n s t r a i n t  t o  expanded p r i v a t e  s e c t o r  a c t i v i t y  i n  
3wanda. 



3 1 .  t actors d a v i n g  t h e  Most N e g a t i v e  E f f e c t  on 
3 : s l n e s s  P e r f o r 3 a n c e ,  3y S i z e  o f  B u s i n e s s ,  1 9 9 9 .  

Med i 113 ?3?4 3-311 3 2 3  Y i c r o  L a r g l  

Zxehange  R a t e  Tmpor t L i c e n s  i n 3  

2 .  C o s t  of  I n p u t s  C o s t  of  I n p u t s  C o s t  o f  I n ? u t s  
( i n c l i j i n g  s ? a r e s  ( i n c l u d i n g  s p a r e s  ( i n c l u d i n g  s p a r e s  
and e q u i p m e n t )  and raw m a t e r i a l s  and  raw m a t e r i a l s  

3 .  O u t p u t  P r i c e s  A c c e s s  t o  F o r e i g n  - 4 c c e s s  t o  F o r e i g n  
( : 3 2 ~  would l i k e  Exchange ( f o r  Yxchange ( f o r  
t o  be a b l e  t o  s e l l  s s a r e s  a n d  raw s p a r e s  a n d  raw 
a t  h i g 3 e r  2 r i c e s )  m a t e r i a l s )  m a t e r i a l s )  

4 .  A v 3 i l 3 S i l i t y  o f  I m p o r t  L i c e n s i n g ,  C o m p e t i t i o n  ( t h e y  
I n ? u t s  ( i n c l u d i n g  t h i n k  t h e r e  i s  t o o  
s p a r e s  and e q u i p m e n t )  much c o m p e t i t i o n )  

5 .  T o s t  3f 2 r o d u c t i o n  C o m p e t i t i o n  ( t h e y  Exchange  R a t e  
( r e l a t e d  t o  c o s t  f e e l  t h e r e  i s  t o o  
of I n p u t s ,  i n c .  much c o m p e t i t i o n )  
t r s n s p o r t ,  and  
a c c e s s  t o  c r e d i t )  

Note :  F a c t o r s  r e l a t e d  p r i m a r i l y  t o  t h e  G O R ' s  f o r e i g n  e x c h a n g e  
a l l o c a t i o n  and  i m p o r t  s y s t e m  a r e  u n d e r l i n e d .  

3 3 : : c ? :  a t a p t e d  f rom HAPS, p .  4 2 ,  a n d  d i s c u s s i o n s  w i t h  HATS 
3 ? s ? a r z 3 e r .  

3 u s i n s s s e s  I n  c o m m e r c e  a n d  m a n u f a c t u r i n g  b o t h  n o t e d  t h e  p r o b l e r n a  
c a u s e d  by t h e  c o s t  o f  t r a n s p o r t  and  a c c e s s  t o  s p a r e s .  I n  
a d d i t i o ? ,  m a n u f a c t u r e r s  t e n d e d  t o  n o t e  p r o b l e m s  z a u s e d  by l a c 4  3 f  
a c c e s s  t o  raw m a t e r i a l s .  O t h e r  s e c o n d  o r d e r  c o n s t r a i n t s  t o  
m 2 n a f a c t u r i n g  a n d  commerce i d e n t i f i e d  by t h e  p r i v a t e  s e c t o r  f i r m s  
d ~ r i n g  t h e  MA?S and  o t h e r  s u r v e y s  a r e  G O R  e f f o r t s  t o  c o n t r o l  
p r i z e s  a n 3  p r o f i t  m a r g i n s ,  and c o n t r o l s  on e n t r y  i n t o  b u s i n e s s  
3x2 c o n t r o l s  on who can  b e  h i r e d .  

X 5 i l e  t h e  l a c k  o f  c r e d i t ,  t h e  u n a v a i l a b i l i t y  of  new ? r o d a c t i o n  
t e c l . , n o l c q i e s ,  a n d  l i m i t e d  e x ? o r t  o p p o r t u n i t i e s  w e r e  n o t e d  a s  
c o n s t r a i n t s  by many t y p e s  and s i z e s  o f  b u s i n e s s e s ,  t h e y  were  
r a n 4 e d  a f t e r  t h e  a b o v e  n o t e d  G O 2  p o l i e y  c o n s t r a i n t s .  i f  t h e s ?  
Z 9 R - i n s t i t ~ t e d  c o n s t r a i n t s  a r e  r emoved ,  USA13 f u l l y  e x p e c t s  
c u r r e n t l y  l o w e r - o r d e r  c o n s t r a i n t s ,  s u c h  a s  t h e  l i m i t e d  a c c e s s  t o  
c r e d i t ,  t o  become p a r t  of t h e  s e t  of "most b i n d i n g "  c o n s t r a i n t s  
f a c i n g  t h e  e x p a n s i o n  o f  Rwanda 's  p r i v a t e  s e c t o r  a n d  g r e a t e r  
employment .  



1 .  Import P o l i c y  

The b a s i c  s t r a t e g y  pursaed  by t h e  Rwandan Jovernment f o r  t h e  
d?;7~:2;-,?nt .2f t h e  r n a n ~ f 3 c t d r i z g  s e c t o r  I s  33  Import s u b s t l t ~ i - I o n  
and i n . i s r j - l o o ; < i n ~  s t r a t e g y .  3 e  major p o l i c y  lnstrurr ients  a r e  
i n p o r t  l i c e l s i n g  ( q u a n t i t a t i v e  r e s t r i c t i ~ n s ) ,  t a r i f f s  and 
a d r n i n i s : r a t i v ~ l y  de termined f o r e i g n  exchange a l l ~ c a t i o n .  Tl?e 
con5 in3 t lon  of t h e s e  p o l i c i e s  over t 3 e  y e a r s  has  r e s u i t e d  ir, 
d i s t o r t i o n  of economic i n c e n t i . ? e s ,  m i s a l l o c a t i o n  of s c a r c e  
r e s o u r c e s ,  b i a s e s  a g a i n s t  expor t  a c t i v i t i e s ,  an  i n e f f i c i e n t  
m a n u f ? c t ~ r i n !  s e c t o r ,  and s t a g n a n t  economic pe r fo rmance .  The 
import p o l i z ; ~  and t h e  o v e r v a l d e i  exchange r a t e  pursued by t h e  $32 
t o  d a t e  has r ? s d l t e d  i n  i n e f f i c i e n t  use of f o r e i g n  exchange by 
t h o s e  who c2iild o b t a i n  i t .  The most damaging of t h e s e  
p r o t e c t i o n i s t  measures a r e  import p r o h i b i t i o n s  and non-market 
de termined f o r ~ i q n  exchange a l l o c a t i o n .  S i n c e  t h e  l a t e  1 9 8 ' 3 ~ ~  
f o r e i g n  exchange has  Seen a l l g c a t e d  i n  an i n c r e a s i n g l y  non- 
t r a n s p a r e n t  manner. A l l e g a t i o n s  a s  t o  t h e  impor tance  of 
p o l i t i c a l  c o n n e c t i o n s  i n  o r d e r  t o  r e c e i v e  f o r e i g n  exchange had 
becone widespread .  By most i n d i c a t i o n s ,  t h e y  had some 
fodndat  ion .  

a .  L i c e n s i n g  o f  All Imports.  A l l  i m p o r t s  
i n  9vanda r e q ~ i r e  a  l i c e n s e  from t h e  C e n t r a l  Bank. U n t i l  t k e  
mid- :930s ,  import  l i c e n s e s  were g r a n t e d  r o d t i n e l y .  !Iowever, w:th 
t h e  emerging b a l a n c e  of payments d i f f i c u l t y  and lower f o r e i g n  
exchange s u p p l y ,  t h e  government adopted a  sys tem of import  
l i c e n s i n g  and a d m i n i s t r a t i v e  f o r e i g n  exchange a l l o c a t i o n s .  Under 
t h i s  system, t h e  M i n i s t r y  of Commerce and Consumption (MINICOM) 
d e t e r n i n e s  t h e  amount of each  imported p r o d u c t .  MINICOM c o n t r a l s  
t h e  qual : ty  and p r i c e  of i inpor:~,  and r e d u c e s  or  e l i m i n a t e s  
i n p o r t s  w3:ch i t  deems unnecessa ry .  

L icenses  f o r  i m p o r t s  which coinpete w i t h  l o c a l  p r o d u c t s  a r e  
g r a n t e d  on ly  t o  t h e  e x t e n t  t h a t  domest ic  s u p p l i e s  a r e  deemed 
inadequa te .  Im9or t s  of manufac tur i rq  i n p u t s  a r e  accorded  high 
p r i o r i t y  and l u x u r y  impor t s  a r e  d i s c o u r a g e d .  Impor t s  of 16 
p r o d u c t s  a r e  c i l r r e n t  l y  9 r o h i S i t e d .  .4non.j them a r e  b l a n k e t s ,  
l a s t  i c  pcoduc t s ,  r a d i o s  , ST??: a 3 r i ~ u l t ~ l r . a l  implements, z e n e n t ,  
Takches,  and c e r t a i n  c o n s t r u c t i o n  n a t e r i a l s .  These  a r e  p r o d u c t s  
c ~ n s ! ~ r n e d  by peop le  a t  a l l  Levels  of i n c o ~ e ,  r u r a l  or  urban.  

In p r a c t i c e ,  t h e  p r o c e s s  of g r a n t i n g  of a  l i c e n s e  can t a k e  
s e v e r a l  nan ths  o r  l o n g e r .  Decisions appear  t o  be ad hoc and t o  
p r o t e c t  i n e f f i c i e n t  f i r m s  from market f o r c e s .  The s low pace o f  
approva l  and t h e  l e n g t h  of t ime i t  t a k e s  t o  impor t  goods  t o  
3;~ar .da combine t o  encourage  i n v e s t o r s  t o  i n v e s t  i n  o v e r c a p a c i t y  
a t  t h e  s t a r t  t o  avo id  d e l a y s  l a t e r  when t r y i n g  t o  expand 
p roduc t ion .  
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b.  Import T a r i f f s .  I m p o r t s  were  s u b j e c t  t o  
t a r i f f ;  r a n g i n g  from z e r o  t o  2 5 0  p e r c 2 n t  u n t i l  end 1 9 9 9 ,  when 
t h s y  .&.:re r e d u c e d .  For  t h e  m a j o r i t y  of  c o n m o d i t i e s ,  t h e  r a t e s  
c ~ r r ? r . : l ; ~  ran.;? from 5 0  tl3 150 p s r c e n t .  I n  g e n e r a l ,  t h e  r 3 t e s  
a r ?  l o ; t r  f a r  ra7d m a t e r i a l s  and c a p i t a ?  g o o d s ,  and h i j h ? r  f o r  
i n t ? r r r , ? . i i a t e  and f i n a ?  g o o d s .  T h e r e  a r e  a l s o  p r o d u c t  s p e c i f i c  
t a x e s  c n  i m p o r t s .  

n 1 t a r i f f  ( a n d  i m p o r t  t a x )  r e g i m e  h a s  b e e n  f o r  t h e  most  ? a r t  
r ? d ~ n d ? ? . t  i n  t e r m s  o f  p r o t e c t i o n  o f  l o c a l  i n d u s t r i e s .  T h e y  w e r e  
a l r e a d y  e f f e c t i v e l y  p r o t e c t e d  by t h e  i m p o r t  l i c e n s i n g  and  f o r e i g n  
exznan;e  a l l o c a t i o n  s y s t e m .  The t a r i f f  r e g i m e  i s ,  h o w e v e r ,  more  
i.-npork5nt a s  a  s o u r c e  o f  g o v e r n m e n t  r e v e n J e  t h a n  t a x e s .  i t  
p r 3 v i 2 e 2  between 18  and  2 2  p e r c e n t  o f  t o t a l  governm?nt  r e v e n u e  
ddr in[ ;  1387-1990.  

c .  Bias Against Imports for  Exports. T h e  
i m p o r t  p o l i c y  a l s o  worked a g a i n s t  t h e  d e v e l o p m e n t  o f  a n y  
prodclc::on f o r  e x p o r t .  The  G O R  p r i o r i t y  h a s  been  on s e r v i n g  t h e  
? o a e s t : z  m a r k e t ,  p e r l o d .  T h i s  l i m i t e d  t h e  a b i l i t y  o f  f i r n s  t o  
t a k e  ~ 2 . 1 3 n t a g e  of e c o n o m i e s  of  s c a l e  o r  u s i n g  e x , p o r t  m a r k e t s  t o  
deve:o; Iiwandan m a r k e t s .  D e v e l o p i n g  e x p o r t  m a r k e t s  t o  p r o v i d e  a  
v e n t  f ; r  s d r p l u s  d o m e s t i c  p r o d u c t i o n  w i l l  be  an  i m p o r t a n t  e l e m e n t  
i n  t 5 e  f ~ r t h e r  d e v e l o p m e n t  o f  ?!wandals commerce a n d  m a n ~ f a c t u r i n g  
s ? c t ~ r s ,  g i v e n  tne s m a l l  d o m e s t i c  m a r k e t .  Reforming i m p o r t  
p o l i c y ,  complemented by o t h e r  p o l i c y  c h a n g e s ,  s u c h  a s  e x p o r t  - 
r e l a k e ?  i n s t i t u t i o n a l  s t r e n g t h e n i n g ,  w i l l  be  a  f i r s t  s t e p  t o w a r d  
a d j r e s s i n g  i m p o r t a n t  c o n s t r a i n t s  t o  e x p o r t - o r i e n t e d  m a n u f a c t u r i n g  
a c t i v i t i e s .  

T o t s n t i a l  c a n d i d a t e s  f o r  e x p o r t  m a r k e t s  i n c l u d e  a g r o - b a s e d  
l = d ~ s t r  l e s t  which a v a i l a b l e  s t u d i e s  i n d i c a t e  h a v e  r e l a t i v e l y  low 
3 ,  I n  g e n e r a l ,  p r o d u c t s  t h a t  a r e  r e l a t i v e l y  h i g h  b u l k  a n d  l o w  
v a l u e  z3n b e  p r o f i t a b l y  e x p o r t e d  t o  Rwanda ' s  n e i g h b o r s .  For  
exampl? ,  b e e r  and l o c a l l y - m a d e  foam m a t t r e s s e s  a r e  two Rwandan 
prod1lc:s f o r  v h i c h  t h e r e  i s  a  r e q i o n a l  demand and w 3 i c h  a r e  t o o  
e x p e n s r - l o  t o  s h i p  i n  f rom o t h e r  c o u n t r i e s ,  s u c h  a s  Kenya o r  
Y i r o p e .  

2 .  GOR Macroeconomic Management 

T W O  a r e a s  o f  macroeconomic  m a n q e r n e n t  h a v e  i m p o r t a n t  e f f e c t s  on  
:he ma : l f ac tu r ing  s e c t o r  p e r f o r m a n c e :  e x c h a n g e  r a t e  and f i s c a l  
p o l i c i e s .  

a.  Exchange Rate. U n t i l  November 1 3 9 0 ,  t h e  
e x c h a n j e  r a t e  a s  a  p o l i c y  i n s t r u m e n t  f o r  managing t h e  b a l a n c e  o f  
payments  had n o t  b e e n  a c t i v e l y  u s e d .  I n  r e s p o n s e  t o  t h e  e x c e s s  
demand f o r  f o r e i g n  e x c h a n g e ,  t h e  GOR r e l i e d  on  n o n - p r i c e  
m e c h a n i s n s ,  s u c h  a s  i m p o r t  l i c e n s i n g  and  a d m i n i s t r a t i v e  
a l l o c a t i o n  o f  f o r e i g n  e x c h a n g e .  Over time, t h i s  h a s  r e s u l t e d  i n  
a n  o v e r v a l u e d  Rwandan f r a n c .  A c c o r d i n g  t o  t h e  IMF e s t i m a t e s ,  t h e  
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3xa333n  f r a n c  a ? p r e c i a t e d  i n  r e a l  f e r n s  by a b o u t  30 p e r c e n t  ( i n  
f o : ? i ; n  s d r r e n z y  w i t h  1980 a s  t h e  b a s e )  b e t w e e n  1980 and 
S2ptemSer  1390 .  The a p ? r e c i a t i o n  was a s  h i g h  a s  n e a r l y  60 
2 r c g n t  d ~ r i n c  l 394-1985 .  

d i ' h  t h e  Rwandan f r a n c  d e v a l u a t i o n  by 40 p e r c e n t  i n  November 
1 9 9 9 ,  t h e  o v e r v a l u a t i o n  h a s  Seen s i g n i f i c a n t l y  r e d u c e d .  The 
d i f f e r e n c e  S e t w e n  t h e  p a r a l l e l  m a r k e t  r a t e  and  t h e  o f f i c i a l  r a t e  
was e s t i m a t e d  a t  10-12 p e r c e n t  i n  A p r i l  1 9 9 1 .  More r e c e n t l y ,  t h e  
d i f f e r e n c e  h a s  r i s e n  t o  4 0  p e r z e n t .  T h e r e  a r e  s e v e r a l  p o s s i b l e  
r e a s o n s  e x p l a i n i n g  t h i s  r i s e .  The most  l i k e l y  r e a s o n s  seem t o  b e  
t h e  t h i n n e s s  of m a r k e t ,  t h e  a n n u a l  d e p a r t u r e  of  e x p a t r i a t e s  
f i n i s h i n g  c o n t r a c t s  and s e l l i n g  e x c e s s  R w F ,  a  r e c e n t  SOR 
r e g u l a t i o n  a g a i n s t  a l l o w i n g  b u s i n e s s  t r a v e l l e r s  g o i n g  a b r o a d  a n y  
a c c e s s  t o  f o r e i . ; n  e x c h a n g e ,  and  g r o w i n g  c a p i t a l  f l i g h t ,  a  
n e g a t i v e  f a l l o u t  from t h e  O c t o b e r  1990  e v e n t s .  

'he p a s t  o v e r v a l u e d  c u r r e n c y  h a s  d i s t o r t e d  t h e  i n c e n t i v e  
s t r u c t u r e  i n  f a v o r  of a c t i v i t i e s  b a s e d  on i m p o r t e d  i n p u t s ;  i t  
t e n d e d  t o  p l t  a c t i v i t i e s  u h i c h  r e l i e d  more  on  l o c a l  i n p u t s  a t  a  
d i s a d v 3 n t a g e .  The o v e r v a l u e d  e x c h a n g e  r a t e  a l s o  r e d u c e d  
p r ~ f i t a b i l i t y  o f  Rwanda 's  a c t u a l  o r  p o t e n t i a l  e x p o r t  a c t i v i t i e s .  
1 s  e x p o r t  c a p a c i t y  was f u r t h e r  c o n s t r a i n e d  by o v e r v a l u e d  e x c h a n g e  
r a t e  and f o r e i ~ n  exchange  r e s e r v e s  r e d u c e d ,  t h e  government  
i n p o s e d  q u a n t i t a t i v e  r e s t r i c t i o n s  and p r o h i b i t i o n s  of  i m p o r t s .  

b .  F i s c a l  P o l i c y .  A n o t h e r  macroeconomic  
c o n s t r a i n t  t o  t h e  m a n u f a c t u r i n g  and commerce a c t i v i t y  h a s  Seen  
t h e  multiplicity of  t a x e s  on e n t e r p r i s e s  and  t h e  f i n a n c i n g  of  t h e  
b l d 3 e t  d e f i c l t ,  e s p e c i a l l y  i n  r e c e n t  y e a r s .  r 5 e  c o m p e t i n g  demand 
f a r  c r e d i t  f o r  d e f i c i t  f i n a n c i n g  h a s  compounded t h e  l i m i t e d  
s l ~ p p i y  o f  f u n 2 s  ( s a v i n g s )  a v a i l a b l e  f o r  p r i v a t e  f i r m s .  T h e  
r ? l a t , v e  s h a r e  of d e f i c i t  f i n a n c i n g  f rom t h e  d o m e s t i c  bank ing  
s e c t o r  h a s  more  t h a n  d o u b l e d  --  f rom 1 5  p e r c e n t  i n  1988 t o  38 
p e r c e n t  i g  1 9 9 0 .  T h e r e  were  a l s o  l a r g e  a r r e a r s  a c c u m u l a t e d  i n  
1 9 9 9 ,  e s t i m a t e d  a t  R w F  5 .3  b i l l i o n  by t h e  IMF. The u n s u s t a i n a b l e  
f i s c a l  p o l i c y  h a s  a g g r a v a t e d  t h e  a l r e a d y  l i m i t e d  c r e d i t  
a v 3 l l a b l l i t y .  S i v e n  t h e  s i g n i f i c a n t  c r o w d i n g  o u t  o f  c r e d i t ,  t h e  
t e r y s  of  l e n d i n g  b e c a n e  h a r d e r .  

3 .  D irec t  Government Contro l s  

The major  r e g u l a t o r y  p o l i c i e s  t h a t  a f  f e c t  a d v e r s e l y  t h e  
m a n u f a c t l ~ r i n g  and commerce s e c t o r s  a r e :  ( a )  p r i c e  and p r o f  i t  
m a r g i n s  c o n t r o l s ;  and  ( b )  c o n t r o l s  on  b u s i n e s s  e n t r y  and l a b o r  
p r a c t i c e .  

a .  P r i c e  and P r o f i t  narg in  C o n t r o l s .  The 
g o v e r n m e n t  s e t s  p r i c e s  o f  g o o d s  and s e r v i c e s  by m i n i s t e r i a l  
d e c r e e ,  a n d  c o n t r o l s  p r o f i t  m a r g i n s  o f  a l m o s t  a l l  c o m m o d i t i e s .  
Each f i r m  m u s t  r e p o r t  t o  t h e  M i n i s t r y  o f  Commerce t h e  p r i c e  a t  
which  i t  s e l l s  items. M a n u f a c t u r e r s  and  i m p o r t e r s  a r e  a l l o w e d  t o  
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"ve a  p r a f i t  Ta rg in  of 1 5  2e reen t  a t  t h e  wholesa le  l e v e l .  
?et3i:?:s 3:5 al lowed a  2 5  pe rcen t  markup. P r i c e s  a r ?  r e p o r t e d l y  
c31cs1ated  oz a  " c o s t - p l i l s "  b a s i s .  The c o n t r o l s  a r e  in t ended  t o  
1 '  - 1 ~ i k  ?:<:ess > r ~ f  i t s  by monopol is t s .  I n  p r a c t i c e ,  howevzr, t h e  
cos:-?l;;  s y s : ? n  encoilr3;es i n s f f i c l e n c i e s  becailse i t  does not 
p r3v l2e  I ; l c s r . z l ' ~ e s  t o  reduce  c o s t s  of p roduc t ion  or  seek ing  o u t  
r,ore e f f  ic ien:  methods of product ion .  

?or  a 3 r i z u l t : r a l  p r o d u c t s ,  only  o f f i c i a l  f l o o r  p r i c e s  a r e  s e t .  
3 s  agro-pr3:essing firl-ns a r e  expected t o  f o l l o w  t h e  o f f i c i a l  
f l o o r  p r i c e s ,  dn ich  have g e n e r a l l y  Seen above border  p r i c e s .  T3e 
f l o o r  p r i c e  ?;!icy h a s  inc reased  product ion  c o s t  t o  a g r a -  
p rocess in ;  f l r n s  t h a t  use  l o c a l  raw m a t e r i a l s .  A s  a  r e s u l t ,  t h e  
?o!i=y encocr33es  smujg l i n g  and t h e  s u b s t i t u t i o n  of imported 
i n ? ~ t s  f a r  13:al m a t e r i a l s .  

b. Controls on Business Entry and Labor 
Practices. The GOR d e t e r m i n e s  t h e  number of f i r m s  i n  a  g i v e n  
i n d ~ s t r y  by alLowing o n l y  a  l i m i t e d  number of new f i r s s  t o  
r e ; i s t e r  an? f o r m a l l y  e n t e r  i n t o  b u s i n e s s .  The i n i t i a l  
3os;aenta:ion r e q u i r e d  i n c l u d e s  a  w r i t t e n  d e t a i l e d  p l a n  and 
a n 3 l y s l s  of t h e  p r o j e c t e d  b u s i n e s s ,  i nc lud ing  a  d e t a i l e d  market 
s t 2 3 y ,  I n c o ~ e  s t a t e m e n t ,  ba lance  s h e e t ,  e x p l a n a t i o n  of pdrpose ,  
a e t ? o d ,  t e c h n s l o g y ,  i n p u t s  r e q u i r ? d ,  and s o  f o r t h .  PRIME has  
identified a  ' o t a l  of seven different s t e p s  may be r e q u i r e d  f a r  
even t h e  s m a l l e s t  of a c t i v i t i e s .  Once t h e  a u t h o r i z a t i o n  i s  
g i v e n ,  t h e r e  3 r e  o t h e r  a d m i n i s t r a t i v e  p rocedures  t o  f o l l o w  w i t h  
s e v e r a l  m i n ~ s t r i e s  and depar tments  f o r  t h e  l i c e n s i n g  and 
r e g i s t r a k i o r .  of t h e  b u s i n e s s .  For t h e  d i l i g e n t ,  t h e  p r o c e s s  can 
t a k e  be tdeen 3ne and t h r e e  y e a r s .  

A f t s r  t h e  r e g i s t r a t i o n  p r o c e s s  i s  completed,  t h e  i n v e s t o r  has t o  
o b t a i n  p e r T i s s i o n  from t h e  Min i s t ry  of Labor t o  h i r e  ( o r  f i r e )  
any se3i-skilled o r  s k i l l e d  f u l l - t i m e  workers ,  l o c a l  o r  
e x 2 a t r i 3 t e .  ? o t e n t i a l  e ~ p l o y e r s  a r e  provided a  l i s t  from which 
t o  chose  empl3yees.  F i r s t  p r i o r i t y  i s  g i v e n  t o  c i v i l  s e r v i c e  
em?loyees,  t5en  p a r a s t a t a l s ,  and l a s t l y  t h e  p r i v a t e  s e c t o r .  I n  
? r 3 c t i c e ,  t h o  sys tem encourages  ad hoc m a n i p u l a t i o n s  by . . : r : :v :d~a l s .  

These GOR p o l i c i e s  do not  a c c d r a t e l y  r e f l e c t  t h e  l e v e l  of s k i l l  
and market r e s e a r c h  c a p a b i l i t i e s  of R ~ a n d a .  In  p r a c t i c e ,  t h e y  
nave e f f e c t i v e l y  c r e a t e d  a r t i f i c i a l  b a r r i e r s  t o  e n t r y  f o r  
? o t e n ? i a l  ned f i r n s  and b a r r i e r s  t o  expansion by sdccess fu :  s m a l l  
i n f c r ~ a l  S ~ C L ~ K  ( e . g . ,  u n r e g i s t e r e d )  f i r n s .  T5ey t h u s  a c t  a s  a  
d i s i n c e n t i v e  f o r  i n v e s t m e n t ,  s t i f l e  c o m p e t i t i o n  and reduce  
e f f i c i e n c y  i n  bo th  manufac tur ing  and commerce. Most i m p o r t a n t l y  
f o r  gwanda, t 5 e y  have s e r v e d  t o  l i m i t  employment i n  non-farm 
a c t i v i t i e s .  
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D .  R e c e ~ t  Major 2 e f ~ r m s  A f  f e c t i n l j  M3nufsctur lng and 
Commsr:? 

A S  i n j i c a t s ?  12 s e c t i o n s  1.3. 3 and 4 abov?, the  ZOR has  t a < e n  
s t e p s  t o  ;Jrr+:t s e v e r a l  nacroeconomic p o l i c y  d i s t a r t i o n s ,  e . g . ,  
exchange r a t e ,  a s  we l l  a s  a  nilmber of p o l i z y  c o n s t r a i n t s  f ac ing  
t h e  m a n . ~ f a c t ~ r i n g  and commerce s e c t o r s .  I t  is c l e a r ,  however, 
t h a t  a f t e r  t h e  macro-e,conomic r e f o r n s ,  s e c t o r a l  reforms r e l a t e d  
d i r e c t l y  t o  t h e  manufacturing and commerce a r e  dominating t h e  
f i r s t  phase of the  broader  s t r u c t u r a l  ad jus tment  program. The 
s e c t o r a l  reforins a r e  being implemented i n  a  c a u t i o u s  manner. 

1 .  The New In ter im Import and Foreign Exchange 
A l l o c a t i o n  System. 

I t  i s  an i n i t i a l  s t e p  i n  t h e  r i g h t  d i r e c t i o n .  The f i n a l  
o b j e c t i v e  i s  t h e  i n s t i t u t i o n  of an open g e n e r a l  l i c e n s i n g  sys tem 
and t h e  pro.3ressive e l i n i n a t i o n  of d i s c r e t i o n a r y  e l ement s  i n  t h e  
a l l o c a t i o n  of f o r e i q n  exchange.  The i n t e r i m  system i s  i n i t i a l l y  
a p p l i c a b l e  t o  7 0  pe rcen t  of i m p o r t s .  The o t h e r  30  p e r c e n t  a r e  
s e t  a s l i e  f o r  petroleum, p h a r n a c e u t i c a l ,  and o ther  e s s e n t i a l  
commodit ies .  The system i n v o l v e s  a  monthly announcement of a  
s g e c i f i c  amount of f o r e i q n  exchange a v a i l a b l e  f o r  i inpor ters  a t  a  
q i v ? n  exchan-j? r a t e .  Twenty m i l l i o n  d o l l a r s  of f o r e i g n  exc5ana~e 
was made a v a i l a b l e  i n  June  and a g a i n  i n  J u l y .  A n o n - r e f ~ n d a b l e  5 
p e r c e n t  f e e  w l l l  be l e v i e d  on t h e  v a l u e  of t h e  l i c e n s e .  If t h e  
demand exceeds  f o r e i g n  exchange s u p p l y ,  t h e  a l l o c a t i o n  f o r  each  
a p p l i c a n t  w i l l  be reduced p r o p o r t i o n a t e l y  and non-discr  i m i n a t e l y ,  

T ,:?e f i v e - p e r c e n t  f e e  f e a t u r e  i s  in tended  t o  d i scourage  o v e r -  
b i d d i n g .  The e f f e c t i v e  r a t e  t o  each  importer  w i l l  v a r y ,  
dependin(! on t h e  d i f f e r e n c e  between t h e  reques ted  and t h e  a c t u a l  
amount r e 2 e i v e d .  T h i s  g i v e s  some i n d i c a t i o n  of t h e  e x t e n t  o f  t h e  
o v e r v a l u a t i o n  of t h e  Rwandan f r a n c .  The i n t e r i m  system p r o v i d e s  
p o l i c y - ~ a < e z s  an o p p o r t u n i t y  t o  t e s t  market r e a c t i o n s  an5 t o  
ad j ~ s t  t h e  exc3ange t o  g r a d u a l l y  r e a c h  a  market - c l e a r i n g  exchange 
r a t e .  I t  a l s o  a l lows t h e  p r i v a t e  s e c t o r  t o  gauge t h e  G O R ' s  
commitment t o  reform. 

I t  i s  impor tan t  t o  n o t e ,  t h a t  p a r l i a m e n t  has j u s t  passed ( e a r l y  
- 4 u j u s t )  t h e  n s w  law, s u b m i t t e d  by t h e  ? r ? s i d e n t  i n  June ,  t h a t  
r e p o r t e d l y  r e p e a l s  t h e  law concerning  q u a n f i t a t i v e  import  
c o n t r o l s .  Once t h e  new l 3 w  i s  p u b l i s h e d ,  i t  becomes law. 
2 a s s a g e  of t h i s  law i s  a  ? r e - c o n d i t i o n  f o r  t h e  r e l e a s e  o f  t h e  
J ~ r l d  a a n k ' s  c r e d i t ' s  f i r s t  t r a n c h e .  

2 .  T a r i f f  Reform. 

I n  c o n j u n c t i o n  w i t h  t h e  r e fo rm i n  t h e  import  l i c e n s i n g  and 
f o r e i q n  exchange a l l o c a t i o n  sys tem,  t h e  t a r i f f  s t r u c t u r e  h a s  Seen 
r e v i s e d  and adopted s i n c e  t h e  submiss ion  of t h e  A E P R P ' s  2 A I P  
document. I t  has  j u s t  ( e a r l y  ~ u g u s t )  reduced t h e  number of 
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c a r i f f  r a t e s  from more than 2 0  t o  6 and reduce ' i  t 5 e  n a x i m ~ n  
tariff r a t e  f r o n  2 5 0  ??:cent t o  1 0 0  p e r c e n t ,  a n i  r a i s e d  t h e  
r n l n i l ~ r n  r 3 t e  from z e r o  t o  1 0  F e r c e n t .  The purpase  of t h ?  t a r i f f  
r s ; ? r ; c t J r l n q  i s  t o  s i g p l i f y  a n d  Scinq more i l n i f ~ r m i t y  t o  t h e  
t a r i f f  sys tem.  3 ~ f o r e  ixpie.nent ing them, t h e  Zv?? d i scussed  '1h2 
r s f ~ r ~ s  i n  mee t ings  w i t h  t h e  p r i v a t e  s e c t o r ,  u h i z h  inc luded 
I ? d d s r r i a ? i s t s ,  t r a d e r s ,  and bankers ,  and r e c e i v e d  f a v o r a b l e  
2 3rn.le n f  s . 

3 .  Non-enforcement of P r i c e  and Prof  i t  
C o n t r o l s .  

The G 3 R  has  a l s o  purpose ly  not  e n f o r c e d  t h e  law of p r i c e  and 
p r 3 f i t  margin c o n t r o l s ,  w i t h  t h e  e x c e p t i o n  of a  s m a l l  number of 
~ o o d s  and s e r v i c e s .  I t  s t i l l  i n t e n d s  t o  move t ~ w a r d  o f f i c i a l l y  
r e ? e a l l n g  t h e  law f o r  most of t h e  goods and s e r v i c e s .  

I t  i s  impor tan t  t o  n o t e ,  t h a t  p a r l i a m e n t  has j u s t  passed ( e a r l y  
.4t~:;ist) t h e  new law, submit ted  by t h e  P r e s i d e n t  i n  J u n e ,  
r s ? e a l i n y  t h e  e x i s t i n g  l a w  regarding  p r i c e  and p r o f i t  c o n t r o l s .  

4 .  Other  Reforms Under D i s c u s s i o n .  

; C  , . .er 'n r e f o r n s  --  such a s  a  one - s top  b u s i n e s s  r e g i s t r a t i o n ,  t a x  
r ? f ~ r ~ s ,  and l a b o r  law reforms - -  a r e  s t i l l  being d i scussed  i n  
t h e  m i n i s t r i e s  and p a r l i a m e n t .  These measures a r e  n e v e r t h e l e s s  
l i k e l y  t o  r e c e i v e  second p r i o r i t y  when compared t o  o p e r a t i o n  of 
t h e  i n t e r i m  impor t  system. I t  i s  s t i l l  a  s u b j e c t  of concern and 
w i l l  l i k e l y  i n f l u e n c e  t h e  next  s t e p s  t h e  GOR t a k e s  on 
inp le r i en t ing  it's s t r u c t u r a l  ad jus tment  program. 

IV. RATIONALE FOR PRODUCTION AND MARKETING POLICY REFORM (PIIPR) 
PROGRAM 

A .  US.413 Program S t r a t e g y  

2 3 ~ ~ x 3  proposes  t o  focus  t h e  A E T W  on c o r r e c t i n g  t h e  d i s t o r t e d  
:?:er.f;ve s t r u c t u r e  f ac ing  Ftdanda's f a r ~ a l  and : ? f o r n a l  
z a n ~ f a c t u r i n g  and commerce s e c t o r s ,  T h i s  s t r u c t J r e  :?as h a d  
a d v l r s e  e f f e c t s  on o u t p u t ,  p r i c e s ,  and l i n k a g e s  t o  t h e  r e s t  of 
t h e  ?conorny, p a r t i c u l a r l y  on employment and on t h e  e f f i c i e n t  a s e  
of l o c a l  and imported r e s o u r c e s .  A c o n s i d e r a b l e  body of 
a z a l y s ~ s ,  reviewed i n  S e c t i o n  I:, has  conc luded  t h a t  Pvanda 'a  
c i r r e n t  manufac tu r ing  and commerce s e c t o r s  have evolved r n t o  
t n s r r  p r e s e n t  s t a t e  l a r g e l y  a s  t h e  r e s u l t  of government p o l i c i e s  
and a d m i n i s t r a t i v e  r e g u l a t o r y  mechanisms. These p o l i c i e s  have 
t h e  government d i r e c t i n g  and c o n t r o l l i n g  i m p o r t s ,  i nves tmen t ,  
p r o f i t  marg ins ,  p r i c e s ,  movement of l a b o r ,  e n t r y  i n t o  b u s i n e s s ,  
and ,  j u s t  a s  i m p o r t a n t l y ,  e x p o r t s .  These  same p o l i c i e s  have a l s o  
cDns t ra ined  t h e  o p e r a t i o n s  and growth p r o s p e c t s  of Rwanda's 

BEST AVAllABLE COPY 31 



: ? f ~ r ~ a l  m a n u f a c t u r i n g  s e c t o r ,  and most i n p o r : a n t l y ,  o f f - f a r m  
e n p l a y n e n t .  

T k e  ? rod; lc ' , lor ,  and M a r k e t i n g  P o l i c y  Retorm ( ? Y P R ;  ?r33ra71 p o l i c y  
r e f ~ r s s  a r e  d i r e c t e d  a t  h e l p i n g  t o  m i t i g a t e  a b o v e  : o t e a  
i s : o r t - i o n s .  T h e  P Y P Z ,  t o g e t h e r  w i t h  i r , s t i t u t i o r . : l  s t - r e 3 3  t h e n i ? , ;  
and  c o ~ ? ? e n e n t a r y  a e a s u r e s  i d e n t i f i e d  i n  t h e  S t r  ::: 1:al 
1d :da tment  P r o g r a n  (S-AP) a n 3  t h e  P o l i c y  Framexor4  ? a ? e r ,  c a n  
b e j i n  t o  r e s t r u c t c l r e  R w a n d a ' s  non- fa rm s e c t o r  f r c - .  o n e  t h a t  i s  
r e s ? o r . s i v e  t o  g o v e r n m e n t  d i r e c t i v e s  ( i . e . ,  r e g i s t 2 : e d  f i r m s  ) and 
r e p z e s s e d  by d i r e c t i v e s  ( i . e . ,  i l n r e g i s t e r e d  f i r m s '  t o  o n e  t h a t  i s  
l e s s  f e t t e r e d  by g o v e r n i n e n t  and g u i d e d  more by m z r t e t  f o r c e s .  

: q o t w i t h s t a n d i n g  t h e  m a j o r  p o l i c y  c h a n g e s  made a n 2  3nno;nced t o  
d a t e  a s  p a r t  of t h e  G O R ' s  p r o m i s i n g  r e f o r m  p r o g r a y ,  r i g o r o u s  and 
s a s t a i n e d  i m p l e m e n t a t i o n  o f  a n n o u n c e d  and p l a n n e d  p o l i c y  c h a n g e s  
a r e  t h e  p r e r e q u i s i t e s  f o r  a d j u s t i n g  t h e  e n t i r e  ncr .-farm s e c t o r ' s  
s t r u c t u r e .  The p r o p o s e d  r e v i s e d  i n c e n t i v e s  c a n  ki- :e  medium t e r m  
e f f e c t s  t h a t  i n c l u d e  i n c r e a s e d  i n v e s t m e n t ,  e n p l o y ~ . ? n t ,  aqd 
s u p p l y ,  a s  well  a s  more  v a r i e t y  o f  g o o d s ,  a s  demz:.$ed by 3wandans  
o p e r a t i n g  i n  t h e  m a r k e t  p l a c e  and by m a r k e t s  o u t s 1 3 e  Rwanda. 
3 e f i e f i t s  f rom c h a n g i n g  t h e  p o l i c i e s  s u p p o r t e d  by :? is  p rogram 
w i l l  h3ve  s p i l l - o v e r  e f f e c t s  i n t o  t h e  a g r i c u l t u r a l  s e c t o r  a s  
we1 1. 

A d d r e s s i n g  m a n u f a c t u r i n g  a n d  commerce s e c t o r s '  c o - a t r a i n t s  w i l l  
d i r e c t l y  s u p p o r t  t h e  G O 8  a n d  3SAID g o a l  of  e s t a b l i s h i n g  t h e  
f o u n d a t i o n  f o r  s u s t a i n a b l e  p a r t i c i p a t o r y  e c o n o m i c  g r o u t h .  I t  i s  
e x s e c t e d  t o  be a  t y p e  o f  g r o w t h  t h a t  w i l l  b e  more e f f i c i e n t  i n  
i t s  u t i l i z a t i o n  of  r e s o u r c e s  ( d o m e s t i c  and i m p o r t ~ j ) .  I t  i s  a l s o  
t o  5s T o r e  d i v e r s i f i e d  i n  t e r m s  o f  a  b e t t e r  S a l a n z e  w i t h i n  
n a n d f a c t u r i n q ,  b o t h  f o r m a l  a n d  i n f o r m a l ,  and  b e t w % % n  
n a n l f a c t u r i n g ,  commerce ,  a n d  a g r i c u l t u r e .  The  PY?3 com?:ements 
3 t h e r  d o n o r  e f f o r t s  t o  s u p p o r t  t h e  G O R ' s  o v e r a l l  % $ f o r t  t o  a d j u s t  
t h e  s t r u c t u r e  o f  t h e  Rwandan economy.  A s  n o t e d  1:. S e c t i o n s  
I V . D . ,  s e v e r a l  o t h e r  s e c t o r s ,  s u c h  a s  a g r i c u l t u r e ,  h e a l t h ,  
f i n a n c i a l  m a r k e t s ,  b u d g e t 3 r y  a n d  f i s c a l  m a t t e r s ,  : re  b e i n g  
a d d r e s s e d  i n  t h e  c o n t e x t  o f  o t h e r  d o n o r  p r o g r a n s .  M o r e o v e r ,  
s e v e r a l  s e c t o r s  a r e  n o t  r e a d y  f o r  r e f o r m  d u e  t o  a  l a c k  ~f 
c o n s e n s u s  on t h e  t y p e s  o f  p o l i c y  c h a n g e s  o r  t h e  s ~ t z i f i z  
i n t t :  v e n t  i o n s  n e e d e d  ( i . e . ,  e x p o r t  p r o m o t i o n )  . 2:. b a l a n c e ,  t h e r e  
ex ; , a d s  - ?  a  s t r o n g  common r e c o g n i t i o n  among d o n o r s  3 r . i  t h e  GOR t h a t  
t h e  p o l i c y  c o n s t r a i n t s ,  t o  b e  a d d r e s s e d  by t h e  P?'.?3, h a v e  become 
anon2 t h e  most  b i n d i n g  on t h e  c o u n t r y ' s  developme:.: p r o s p e c t s .  
rhis h a s  become p a r t i c u l a r l y  e v i d e n t  s i n c e  t h e  GO?. r e s o l v e d  i t s  
o t h e r  o v e r  - a r c h i n g  p r o b l e m  w i t h  a  4 0  p e r c e n t  d e v a l - l a t  i o n  ( a g a i n s t  
t h e  SDR) o f  t h e  Rwandan F r a n c  i n  November 1 9 9 0 .  

T h r e e  i m p o r t a n t  c o n c l u s i o n s  and  a s s u m p t i o n s  u n d e r l i e  t h e  PMPR 
s t r a t e g y .  T h e s e  h a v e  e m e r g e d  f rom t h e  a n a l y s i s  of Rwanda ' s  
c u r r e n t  d i f f i c u l t i e s  i n  S e c t i o n  11. T h e s e  a s s u m p = i o n s  a r e :  

BEST AVAILABLE COPY 3 2 



- -  ~ z o n o m i c  i n c e n t i v e s  c r e a t e d  by  p a s t  p o l i c i e s  h a v e  ~ a 5 e  
a  l 3 r g e  p a r t  o f  t h e  far7131 m a n u f a c t u r i n g  and  c o m n e r c ?  
s e c t o r s  i n c r e a s i n g  1 2  i n s f f i c i e n t ,  d e p e n 3 e n t  on 
; o v ? r n n e n t  f i a t s  f o r  s u r v i v a l ,  3nd u n s u s t a i n a b l e  i n  
t h 3 t  i t  i s  n e i t h e r  g e n e r a t i n g  s l f f i c i e n t  e x p o r t  
e a r n i n g s  t o  f i n a n c e  i t s  own n e e d s  nor  c o n t r i b u t i n g  
n a t e r i a l l y  t o  t h e  l a r g e r  n e e d s  of t h e  c o u n t r ~ J .  "ese  
p o l i c i e s  have  a l s o  c o n s t r a i n e d  t h e  o p e r a t i o n  o f  t?,o 
i n f o r m a l  p a r t s  of  b o t h  s e c t o r s  and  c o n s t r a i n e d  g r o w t 3  
i n  o f f - f a r a  employment .  

- - E e s t r u c t u r i n g  t h e  i n c e n t i v e s  f a c i n g  t h e  m a n u f a c t u r i n ' ;  
and comnerce  s e c t o r s ,  b o t h  f o r a a l  and  i n f o r m a l ,  i s  
p o s s i b l e  and n e c e s s a r y  f o r  d i v e r s i f y i n g  t h e  econo iny ' s  
d e p e n d e n c e  on o n e  e x p o r t  c r o p ,  i n c r e a s i n g  t h e  s e c t o r ' s  
c o n t r i b u t i o n  t o  e c o n o m i c  g r o w t h ,  a n d  g e n e r a t i n g  new 
o f f  - f a rm employment .  

- - 3SAI3 ' s  and o t h e r  a n a l y s e s  h a v e  c o n c l u d e d  t h a t  Rwanda 
i s  a t  a  p o i n t  w h e r e  c h a n g e s  i n  t h e  p o l i c y  f r a n e w o r k  a r e  
r e q u i r e d  t o  i n c r e a s e  t h e  a b s o r p t i v e  c a p a c i t y  f o r  f u t u r e  
p r o d u c t i o n - o r i e n t e d  p r o j e c t s ,  p a r t i c u l a r l y  i n  
a g r i c u 1 t ' ~ r e .  T h e  l i k e l y  i m p a c t  of s u c h  p r o j e c t s  
c u r r e n t l y  a ? p e a r s  t o  be  v e r y  l i n i t e d .  ( T h i s  d o e s  r 2 t  

i n c l u d e  p r o j e c t s  whose p r i m a r y  i m p a c t  on p r o d u c t i o n  i s  
i n d i r e c t ,  s u c h  a s  h e a l t h  a n d  p o p u l a t i o n  a c t i v i t i e s . )  

B. PMPR Proqram R a t i o n a l e  

: h i s  s e c t i o n  d i s z u s s e s  t h e  r a t i o n a l e  f o r  a  f o c u s  on t h e  
n a c l f a c t u r i n q  and commerce s e c t o r s ,  a  c a s h  t r a n s f e r  p r o j r a r r ,  and 
L . , -  A a ~ s e  of  2MIR's l o c a l  c u r r e n c y  t o  r e d ~ c e  G O R  t o  the p r l v 3 t e  
S 2 C E 3 f .  

1. FOCUS o n  n a n u f a c t u r i n q  a n d  Commerce. 

T h e  m a n u f a c t u r i n g  a n d  commerce s e c t o r s  w e r e  c h o s e n  b e c a u s e  t n e y  
a p p e a r s  t o  be  t h e  s e c t o r s  most  d i s t o r t e d  by t h e  < O R ' S  c u r r e n t  s e t  
of  2conomic  p o l i c i e s .  They a r e  a l s o  s e c t a r s  t h a t  c o u l d  b e  u s i n g  
t h e  c o u n t r y ' s  s c a r c e  f o r e i g n  exchsn. ;e  r e s o u r c e s  more e f f i c i e n t l y .  
F~ir : :?ermore ,  g i v e n  Rwanda ' s  l a n d  a n d  p o p u l a t i o n  c o n s t r a i n t s ,  the) .  
h a v ?  a n  i m p o r t a n t  r o l e  t o  p l a y .  W i t h  a n  e s t i m a t e d  8 0 , 0 0 0  new 
w o r 2 2 r s  becoming o f  work ing  a g e  ( b e t w e e n  1 8  a n 3  6 1 )  e a c h  y e a r ,  
t h e s e  s e c t o r s  c a n  p r o v i d e  s o r e l y - n e e d e d  enp loyrnen t  and d o m e s t i c  
j l a l ~ e - 3 d 2 e d  q o o d s  needed  and  d e s i r e d  by Rwandans.  An e x p a n d e d  
- a n l _ ' a c t c l r i n 3  s e c t o r  c o u l d  a l s o  h e l p  d i v 3 r s i f y  Rwanda 's  v i r t ~ a l  
d e p e n d e n c y  on c o f f e e  a n d  t e a  e x p o r t s .  

I n  r e v i e w i n g  p o s s i b l e  sectors  w i t h i n  w h i c h  p o l i c y  c h a n g e  c o u l d  be  
i d e n t i f i e d  and a c c o m p l i s h e d  i n  a  l i m i t e d  time p e r i o d ,  USAID 
examined  t h e  major  A c t i o n  P l a n  s t r a t e g i c  o b j e c t i v e s  i n  f a m i l y  
o l a n n i n g ,  a g r i c u l t u r e / n a t u r a l  r e s o u r c e s ,  a n d  t h e  p r i v a t e  s e c t o r .  
? h e s e  a r e  a l s o  t h e  s e c t o r s  w h e r e  USAID h a s  a n  e s t a b l i s h e d  e n t r e e  
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.&it? t h e  BOR and a  base of e x ~ l r l ? n c e .  T e r s e l y  p u t ,  they Yere 
n o t  s?:ezted a s  t h e  focus  of t 5 i ~  A E P R P  e i t k e r  because  they  do 
c o t  f a c e  .as s e r i o u s  a  s e t  of p o l l c y  d i s t o r t i o n s  a s  manufac tcr in ; ,  
b?:3150 t h e r e  a r e  no s e r i o d s  p c l i c y  c o n c e r n s ,  or because t h e r e  i s  
r.o conssnsds  $ & : t h i n  t h e  :;OR on ~ ? e  need f o r  re form or  ty?es  of 
i n t ? rvsn : lons .  

In f 3 3 i l y  p l a n n i n g ,  t h e  p o l l z y  franework i s  a s  p o s i t i v e  a s  
c o z c e i v a b l e  i n  a  codn t ry  where f ? n i l y  p lann ing  was f o r b i d < ? ?  13 
y 3 s r s  390. I n  J u l y  1 9 9 0 ,  t h e  ? r e s i d e n t  announced t h e  foll3win,;  
'goa ls  t o  be achieved by t h e  year 2000: 

- - r educe  t h e  p o p u l a t l o 2  zrowth r a t e  from 3 . 5  pe rcen t  t o  
2 .0  p e r c e n t ;  

- - r educe  t h e  number of c h i l d r e n  per  woman from 8 . 5  t o  
4 . 0 ;  and 

- - a c h i s v e  a  c o n t r a c e ? t l r ~ ?  p r e v a l e n c e  r a t e  of 4 8 . 4  pe rcen t  
i n s t e a d  of 11  percent. 

Yost s t r i k i n g  i s  t h a t  n a t i o n a l  c 3 n t r 3 c e p t i v e  p r e v a l e n c e  r a t e s  
h a - ~ e  23~b:ed  f r o n  5 . 6  p e r c e n t  t~ 11 p e r c e n t  between t h e  i n c e p t i o n  
of t h ?  VSs:D -4ct ion 3 l a n  i n  Pebrdary 1989 and e a r l y  1991. Such 
4 o l ~ l l n g  <ompares q u i t e  favor3s:y w i t h  Kenya and S e n e g a l ,  50 th  of 
which ac3ieved such doubling i n  a decade .  Fur the rmore ,  t h e r e  
apgea r s  t o  be a  d e g r e e  of d i m i n i s h e d  o p p o s i t i o n  t o  f ami ly  
planning by t h e  C a t h o l i c  e s t a b l i s h m e n t ,  a t  l e a s t  i n  t e r n s  of 
t a c i t  pe rmiss ion  f o r  c l i n i c s  t ~  p r3v ide  f a m i l y  p lann ing  s e r v i c e s .  
:n s ~ ~ n a r y ,  f a m i l y  planning p o l i z i e s  a r e  s t r o n g l y  p o s i t i v e ,  and 
t h e  o p e r a t i o n a l  r e sponse  t o  suck p o l i c i e s  i s  becoming 
l?cr?as:ng l y  e v i d e n t .  

3 e  agr i :u : ture /na tura l  r e s o u r z s  s e c t o r  can be d i v i d e d  .in t e r n s  
of a j r i z u l t ; l r a l  and environrr,er.l-,al p o l i c i e s .  T h e  M i s s i o n ' s  A S ? A P  
p r o j e c t  has  been moni tor ing  a s r  i c u l t d r e  s e c t o r  p o l i c i e s  f o r  t h e  
g a s t  3 y e a r s  and has concluded t h a t ,  w h i l e  c e r t a i n  a s p e c t s  of 
s e l e e t e d  p o l i c i e s  could be  i ~ ? r o v e d ,  t h e  o v e r a l l  p o l i c y  
c a z s t r a i n t s  t o  f u r t h e r  a g r i c ~ l ' u r a l  development  a r e  t h o s e  found 
o u t s i d e  a g r i c u l t u r e .  They :?sy:? been I n a p p r o p r i a t e  m a ~ _ r ~ ~ e c o n o m i c  
p o l i c i e s .  When SAT implementaxi3n i s  gel:  dndsrway, t h e  u i s s i o n  
# i l l  beg i;l t o  re-examine agr  i c u l t ~ r e  s e c t o r  p o l i c i e s .  

7egar3ing  env i ronmenta l  p o l i z y ,  3sanda has been s t r o n g l y  
s J p F o r r i v e  of env i ronmenta l  a c t i v i t i e s .  Over the  pas: two y e a r s  
t h e  G 3 3  has  worked c l o s e l y  w i t h  t h e  IBRD and IlSAID t o  develop  a  
n a t i o n a l  env i ronmenta l  s t r a t e g l r .  T h i s  document was reviewed a n j  
fo rmal ly  a c c e p t e d  a s  G O R t s  env i r3nmenta l  a c t i o n  p l a n  i n  J u l y  
1 9 9 1 .  The GOR has  a l r e a d y  had one p o l i c y  s e s s i o n  w i t h  i n t e r e s t e d  
d o n o r s .  Indeed,  USAID p l a n s  t o  p rov ide  $4-8 m i l l i o n  t o  suppor t  
t h e  i m p l e n e n t a t i o n  of new e n v l r ~ n m e n t a l  p o l i c i e s  i n  FY 1992. 
I l n f o r t u n a t e l y ,  a  d e t a i l e d  p o l i c y  agenda i s  n e i t h e r  a v a i l a b l e  
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~ 3 2 3 ;  nor l i k e l y  t o  c o n t a i n  s?ec i : i c  p o l i c y  changes  which c o u l d  
:e : ~ ~ p ! e t e d  ander  t h e  proposed t iming of t h i s  A E P R P .  

. .  , ?c-::;es a f f e c t i n g  t h e  p r i v a t e  s e c t o r ,  a s  a whole,  have keen :he 
- ,. - . ,,,,s of a  a i j n i f i c a n t  number of s t , l d i e s  f inanced  dnder 22IYZ 
;in:e 1 9 3 6 .  Many of t h e s e  s t u j l e s  have c o n t r i b u t e d  t o  t h e  GOR, 
1333, and IYP s t r u c t u r a l  ad jus tmen t  progran a s  a  whole .  Indeed ,  
; ? v ? r a l  ? 3 1 ; 4 Z  p r o p o s a l s  ( e . g . ,  i n c r e a s e d  l abor  n o b i l i t y ,  reduced  
ba r : i ? r s  f o r  s t a r t i n g  b u s i n e s s e s ,  and s o  f o r t h )  have become p a r t  
~f t h e  World 3 a n k 1 s  d i a l o g u e  w i t h  t h e  G O R .  They y e r e  a l s o  
s i b j e c t  of a  ? r e s i d e n t i a l  Commission of I n q u i r y  ( 1 9 9 0 ) ,  v h i c h  was 
f ~ n 5 t d  by ?.SI:IE. These  p o l i c y  changes are? c u r r e n t l y  b e f o r e  
1ar l la rn2nt  and w i l l  c o n t i n u e  t o  be p a r t  of P21?lE1s on-going 
2cl:zy d i a l o g u e ,  u n t i l  passed  and p r o p e r l y  im2lemented. U S A 1 3  
~ . ? l l e v e s  i t  would be i n a p p r o p r i a t e  t o  use  t h i s  A E P R ?  a s  
" l e v e r a g e "  t o  a t t a i n  r e f o r m s  t o  which t h e  Z O R  has  a l r e a d y  g i v e n  
I t s  commitment. I t  i s  f o r  t h e s e  r e a s o n s  and t h e  a n a l y s i s  i n  
S e c t i o n  11. above t h a t  t h e  f o c u s  on t h e  manufac tur ing  and 
:cx-?rce s e c t o r s  was s e l e c t e d .  

2. Cash Transfer of Dollars. 

In l is  h t  of ? v a n d a t s  c o n t i n u i n g  macroeconomic and f i n a n c i a l  
: g? . s t r a in t s  and t h e  c u r r e n t  momentum f o r  s u b s t a n t i v e  economic 
c e f 2 r n ,  program s e c t o r  a s s i s t a n c e  not  t i e d  t o  p r o j e c t s  can p l a y  a  
s i g n i f i c a n t  r o l e  i n  m i t i g a t i n g  t h e  f i n a n c i a l  c o n s t r a i n t s  and i n  
i inp~9ving  t h e  p o l i c y  env i ronment .  There  i s  an e l emen t  of 
a d d i z i o n a l i t y  a s s o c i a t e d  w i t h  t h i s  A.I.D. s e c t o r  r e fo rm program. 
::?e Yl s s ion  has m a i n t a i n e d  a  d i a l o g u e  w i t h  t h e  SOR on p o l i c y  
: 2 r , s t r a i n t s  c o n f r o n t i n g  s m a l l ,  medium, and l a r g e r  e n t e r p r i s e s ,  
13:;ely i n  t h e  i n f o r m a l  and f o r n a l  manufac tur ing  s e c t o r  t h r o u g h  
? ? e  ? 3 I M E  ( ? o l i c y  Reform I n i t i a t i v e s  i n  Yanufac tur ing  and 
Z n a l 3 : i m s n t )  s i g n e d  i n  1985 a n d  o t h e r  a c t i v i t i e s  ( e . g . ,  M A P S ) .  
7 '  - ? : a t  con t ind ing  e f f o r t ,  r e - e n f o r c e d  by t h e  s i z e  and p o t e n t i a l l y  
q:1:4-disbursing n a t u r e  of t h i s  program, has s e r v e d  t o  u n d e r s c o r e  
t w 9  Tessages  t o  t h e  G O R .  They a r e :  

- -  t h e  impor tance  p l a c e d  on a  s u s t a i n e d  and non-  
5 i s e r i i n i n a t o r y  implemen ta t ion  of i t s  proposed impor t ,  
e x p o r t ,  and p r i c i n g  p o l i c y  r e f o r n s ,  and 

- - t h e  i n p o r t a n c e  p l a c e d  on having t h e  c a p a c i t y  t o  monitor  
and e v a l u a t e  c o n t i n u o u s l y  t h e  ad jus tmen t  program, 

:?is ea?aci:y can  p e r a i t  t h e  e a r l y  i d e n t i f i c a t i o n  of u n f o r e s e e n  
p:a 's:e~s,  and h o p e f u l l y ,  e x t r a  t ime t o  deve lop  r e s p o n s e s  i n  t h e  
s p i r i t  of the  re form program. I t  w i l l  a l s o  a i d  i n  e s t a b l i s h i n g  
b a s e - l i n e  i n f o r m a t i o n  a g a i n s t  which program p r o g r e s s  and impact  
can  be o b j e c t i v e l y  e v a l u a t e d ,  bo th  by t h e  ZOR and U S A I D ,  

3. Use of Local Currency Generations. 
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A S  ~ . ? . 3 .  e x ? e r i e n c e  i n  S e n e g a l  and e l s e w h e r e  i s  s h o v i n g ,  
r e d l ~ c i n q  a  2 o v 2 r n m e n t ' s  a r r e a r s  t o  i t s  p r i v a t e  s e c t o r  i s  a n  
i n p o r t a n t  e l e n e n t  t~ v i t a l i z i n g  t h e  s e c t o r .  ? Y P R ' s  c o u n t e r p a r t  
f ~ n d s  2111 5.7 i a e d  t o  r e d u c e  g o v e r n m e n t  a r r e a r s  t o  t he  d o m e s t i c  
b u s l ? e s s  s e z t o r .  T h e s e  a r r e a r s  a r e  c u r r e n t l y  a b o u t  t h e  
e q u i v a l e n t  o f  US$ 4 2  m i l l i o n ,  o f  w h i c h  7 4  p e r c e n t  i s  owed 
d i r e c t l y  t o  Zwandan b u s i n e s s e s .  The r e m a i n i n g  2 6  p e r c e n t  i s  owed 
t o  e o m ~ e r c i a l  banks  and non-ba2k i n s t i t u t i o n s .  Reduced a r r e a r s  
d i l l  improve  t h e  c a s h  p o s i t i o n s  of m a n u f a c t u r e r s  and o t h e r s ,  s u c h  
a s  t r a n s p o r t e r s ,  and c o n t r i b u t e  t o  a n  i n c r e a s e d  s u p p l y  o f  c r e d i t .  
G i v e n  t h e  f i n a n c i a l  s e c t o r  and g o v e r n m e n t  f i s c a l  r e f o r m  m e a s J r e s  
a g r e e d  t o  w i t h  t h e  IMF,  t h e  GOR s h o u l d  n o t  b e  " c r o w d i n g - o u t "  t h e  
a r i v a t s  s e c t o r  i n  t h e  c o m p e t i t i o n  f o r  c r e d i t .  A s  i n  t h e  p a s t ,  
most  o f  t h e  c r e d i t  t o  non-government  b o d i e s  g o e s  t o  t h e  
m a n u f a c t u r i n g ,  t h e n  commerce s e c t o r s .  

4 .  PWR S u s t a i n a b i l i t y .  

T h e  s u s t a i n a b i l i t y  of t h i s  s e c t o r a l  r e f o r m  program w i l l  d e p e n d  on  
t 5 e  way t h e  G O R  i m p l e m e n t s  t h e  r e f o r m s  and t h e  s u c c e s s  of ?MPR1s 
m o n i t o r i n g  and a n a l y s i s  compon2nt ,  d i s c u s s e d  i n  d e t a i l  i n  S e c t i o n  
V I .  I t  w i l l  a l s o  depend on t h e  r e s p o n s e  o f  e n t r e p r e n e u r s ,  and 
t h e i r  w i l l i n g n e s s  and a b i l i t y  t o  a d a p t  t o  a n  i n c e n t i v e s  s t r u c t ~ r e  
g u i d e d  by t h e  m a r k e t .  Whi le  t h e r e  w i l l  be  d i s l o c a t i o n s  i n  t h e  
n e a r  t e r m ,  t h e  p r o p o s e d  r e f o r m s  h a v e  b e e n  d e s i g n e d  t o  b e  n o n -  
d i s c r i i n i n a t o r y  and t o  a f f o r d  t h e  i n e f f i c i e n t  s e g m e n t s  of  t h e  
m a n u f a c t u r i n g  and commerce s e c t o r s  a d d i t i o n a l  time t o  a d j u s t ,  a n d  
t o  r e d u c e  t h e  l i k e l i h o o d  of  d r a m a t i c  i n s t a b i l i t y  ( e . g . ,  i n  t h e  
p r i c e  o f  f o r e i g n  e x c h a n g e ,  s u p p l y  o f  c r e d i t ,  and s o  f o r t h ) .  

5. Program R i s k s  

T h e  M i s s i o n  h a s  become i n c r e a s i n g l y  c o n f i d e n t  t h a t  t h e  GOR w i l l  
b e g i n  i m p l e m e n t i n g  t h e  p r o g r a m ' s  p o l i c y  r e f o r m s .  Rwanda ' s  
b r o a d e r  r e f o r m  a g e n d a ,  a s  o u t l i n e d  i n  t h e  World B a n k ' s  P o l i c y  
?camework P a p e r  ( P F P ) ,  was r e c e n t l y  a p p r o v e d  by t h e  B a n k ' s  b o a r d .  
F o l l o w i n g  t h e  World Bank P F P  a p p r o v a l ,  t h e  IMF b o a r d  a p p r o v e d  a  
S t r u c t u r a l  A d j u s t m e n t  F a c i l i t y  (SAF) f o r  3 u a n d a .  T h e  World a a n k  
and i41F i n v o l v e m e n t  i n  d e v e l o p i n g  t h e  G O R ' s  SAP o v e r  t h e  p a s t  
t h r e e  y e a r s  i n c r e a s e s  t h e  c h a n c e ,  i n  USAID's a s s e s s m e n t ,  t h a t  t h e  
A .1 .D. - suppor ted  r e f o r m  m e a s u r e s  w i l l  b e  i m p l e n e n t e d .  GOR 
c o n s u l t a t i o n s  w i t h  t h e  I B R D  and IMF a r e  f u l l y  e x p e c t e d  t o  
c o n t l n s e  i n t o  t h e  f o r e s e e a b l e  f u t u r e .  

N o n e t h e l e s s ,  t h r e e  r i s k s  r e m a i n .  I t  r e m a i n s  u n c l e a r  w h e t h e r  t h e  
p o l i c i e s  t h e m s e l v e s  w i l l  b e  r e v e r s e d  o r  a l t e r e d  s o  a s  t o  n u l l i f y  
e s s e n t i a l l y  t h e i r  o r i g i n a l  i n t e n t .  I t  i s  u n c l e a r  w h e t h e r  t h e  
economy c a n  b e  s u s t a i n e d  by c o f f e e  e x p o r t s  and  d o n o r  a s s i s t a n c e  
u n t i l  e x p o r t s ,  h e n c e  f o r e i g n  e x c h a n g e  e a r n i n g s ,  i n c r e a s e .  I t  
r e m a i n s  u n c l e a r  how s e r i o u s  t h e  n e e d  i s  f o r  h a v i n g  a s a f e t y - n e t  
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f o r  t h e  Z O R ' s  o v e r a l l  s t r d c t d r a l  a d j u s t a e n t  ? r q r a n  i n  ? l a c e  
S e E ~ r z  t h e  Gag u n d e r t a + e s  any mJr2 r e f o r m s .  

:'ye J2?.'s J v e r a l l  S.4PI of d h l c h  t h e  PMPZ i s  a  ? a r t ,  i s  Rwanda's 
f ; r s t  r ,o t2ble  s h i f t  i n  de.~elopment  s t r a t e g y  s i n c e  t h e  e a r l y  
;9'0s. T i e  r i s k  of p o l i c y  r e v e r s a l s  i s  addressed  by t h e  
program's  emphasis  on s t r eng then ing  t h e  SOR1s i n s t i t u t i o n a l  
cap3:ity t o  monitor  t h e  proyran on a  t i m e l y  b a s i s .  d h l l e  t h i s  
" ea r  l:~ warning" mechanism may lden t  l f y  unfo reseen  compl ica '_ ions  
and subsequent  a n a l y s e s  3ay propose s o l u t i o n s  i n  t h e  s p i r i t  of 
l i 5 e r a l i z a t i 3 n t  t h e  i n e v i t a b l e  p o l i t i c a l  c a l c u l u s  cou ld  s t i l l  
r s 2 e c t  them. While reduced,  t h i s  r i s k  canno t  be e l i m i n a t e d .  For 
example, i f  t h e  GO2 budget d e f i c i t  does  no t  d e c r e a s e  a s  p r o j e c t e d  
by t h e  I M F ,  which U S A I D  expec t s  t o  be t h e  c a s e ,  i t  i s  d i f f i c u l t  
t~ say  ex a n t e  how t h e  G O R  w i l l  respond.  

The second r i s k  a l s o  can be reduced b u t  no t  e l i m i n a t e d .  To i t s  
: r e b i t ,  t h e  GO2 has  recognized  t h e  limits of i t s  p a s t  e x p o r t  
? o l i c y  ( e . g . ,  s e l f - s u f f i c i e n c y  t o  t h e  p o i n t  of being q u a s i -  
i s o l a t i o n i s t ) .  aowever,  t h e  necessary  c o n s e n s ~ l s  on what t o  d o  
next  has  not  y e t  been achieved w i t h i n  t h e  G O R ,  or  f o r  t h a t  
n a t t ? r ,  anong d o n o r s .  The next s t e p  i s  t o  u n d e r t a k e  a n a l y s e s  and 
p i l o t  t e s t  d i f f e r e n t  expor t  promotion schemes and p o l i c i e s .  The 
.-.eed f o r  s t e a d y  p r o g r e s s  i n  t h i s  a r e a  i s  a d d r e s s e d  by t h e  
p r o ~ r a n ' s  C o n d i t i o n s  Precedent  and t e c h n i c a l  a s s i s t a n c e  and 
i n s t i t u t i o n a l  s t r e n g t h e n i n g  component. 

T h i r d ,  wh i l e  U S A I D  has  sought t o  a d d r e s s  t h e  p o s s i b l e  n e g a t i v e  
e f f e c t s  of t h e  r e fo rms  i t  w i l l  s u p p o r t ,  t h e  p o s s i b l e  e f f e c t s  on 
t h e  poor of t h e  G O R ' s  l a r g e r  S A P  a r e  not y e t  f u l l y  unders tood.  
:he world 3ank has  been working wi th  o t h e r  U . N .  bod ies  t o  develo?  
- i a r i o u s  s a f o t y - n e t  p roqraxs .  Some w i l l  be f ilnded a s  p a r t  of t h e  
X ~ r l d  3 a n ~ ' s  F i r s t  S t r u c t u r a l  Adjustment Credi:  ( S A C ) .  Xowever, 
based on US.119 s o c i a l  a n a l y s e s ,  t h e  p o s s i b l e  n e g a t i v e  e f f e c t s  of 
t h e  reform program a r e  l i k e l y  t o  be c o n c e n t r a t e d  i n  urban r a t h e r  
than  r u r a l  a r e a s .  P o s s i b l e  d i s r u p t i o n s  of urban l i n k a g e s  t o  t h e  
r ~ r a l  s e c t o r  ( i . e . ,  t h e  flows of money and goods through fami ly  
t i e s )  a r e  less of a  concern than r i s k  of droclght o r  t h e  
e o - , : l n ~ i n g  s t r u c t u r a l  n a l n u t r i k l o n  prob!em. ?ven a  n i l d  d rough t ,  
b y  gvandan s t a n d a r d s ,  could d i s r u p t  t h e  G O R ' s  im2lementa t ion  
t i n e t a b l e .  Awareness of t h e  r i s k  h , 3 s  l e d  World Food Program 
( X F P )  E D  t a k e  t h e  l e a d  i n  n o b i l i z i n g  a  necnanism whereby donors  
cont : iSufe  cash  i n t o  a fgnd. Yhen t h e  need a r i s e s ,  WFP w i l l  use  
t h e  r e s o u r c e s  t o  buy food l o c a l l y  and r e g i o n a l l y  and t r a n s p o r t  i t  
t o  a f f e c t e d  a r e a s .  

Other r i s k s  t o  t h e  progran  a r e  of a  d i f f e r e n t  o r d e r .  F i r s t ,  
s e r i o u s  e t h n i c  v i o l e n c e ,  which began i n  October  1990 and was 
s e t t l e d  i n  e a r l y  1991 wi th  a  c e a s e - f i r e  and promises  t o  move t o  a  
m u l t i - p a r t y  sys tem,  a r e  assumed t o  n o t  f l a r e  up a g a i n .  The G O R  
r e sponse  t o  t h e  v i o l e n c e  was pragmatic  and encourag ing .  B u t  
u n c e r t a i n t i e s  remain .  T a l k s  w i t h  Rwandan r e b e l s  have n o t  
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p r 2 s r 2 s s e d  s d f f i c i e n t l y  f a r  t o  per in i t  t h e  opening of Rwanda's  
mas? i rnpor ta2 t  and e f f i c i e n t  e x t s r n a l  t r a n s p o r t  r o u t e  t h r o u g h  
::.!3n3a t a  t h e  Kenya c o a s t .  A s  a  r e s u l t ,  c o n t i n ~ e d  m i l i t a r y  road  
b l , ~ c k s  t h r 9 . l ~ i o 1 t  Rwanda and t i g h t  movement c o n t r o l s  on 311, 
t r3?s?11r f  '?.as a l r 2 a d y  been i d e n t i f i e d  by n o s t  b d s i n e s s  
i n t e r v i e w e d  a s  t h e  newes t  f a c t o r  d e p r e s s i n g  t h e  b u s i n e s s  
e n v i :  3 z n e n t .  2enewed f i q h t  iny w i  11 c a u s e  i n c r e a s e d  m i l i t a r y  and 
s e c u r i t y  e x 2 e n d i t d r e s .  A t  b e s t ,  such  a development would o n l y  
d e l a y  t h e  Z O R ' s  SA? i m p l e ~ e n t a t i o n  t i m e t a b l e .  Another  p o s s i b l e  
q u a r t z r  from which problems  c o u l d  a r i s e  i s  t h e  G O R ' s  
d e ~ o c r a t l z a t i o n  p r o c e s s .  

F i n a l l y ,  g l v s n  Rwanda's c o n t i n u e d  depenr?ence on e x p o r t  e a r n i n g s  
from c ~ f f e e ,  i t  i s  hoped t h a t  t h e r e  w i l l  be no s i g n i f i c a n t  
d e c r e a s e  i n  i n t e r n a t i o n a l  c o f f e e  p r i c e s .  I f  t h e r e  i s ,  t h e r e  
c o u l d  b s  i n s u f f i c i e n t  f o r e i g n  exchange t o  s u p p o r t  t h e  
impLenen ta t i on  of t h e  SAP. STASEX t r a n s f e r s ,  i f  a u t h o r i z e d ,  a r e  
173: ex?ec t ed  t o  be s u f f i c i e n t  t o  cove r  a l l  l o s t  e x p o r t  e a r n i n g s  
from c o f f e e .  

C .  R e l a t i o n s h i p  t o  A . I . D .  Country S tra tegy  

The Mis s ion  w i l l  5e s u b m i t t i n g  a  Count ry  Program S t r a t e g y  T l a n  i n  
t h s  second q u a r t e r  of FY 1992 .  A t  t h e  p r e s e n t  t i m e ,  t h e  Mis s ion  
c o n ~ l n a e s  t o  work on hav ing  a n  impact  on s u s t a i n e d ,  5 r o a d - b a s e d  
i n c r e a s e s  i n  r u r a l  p e r  c a p i t a  income, reduced f e r t i l i t y  r a t e ,  and 
i n c r e 3 s e d  a;: i c u l t u r a l  p r o d u c t i o n ,  a s  d i s c u s s e d  i n  i t s  FY 1990 - 9 1  
A c t i o n  ? l a n  (Yay 1 9 8 9 ) .  

I n  s s s e n c e ,  t o  make 2 r o g r s s s  on t h e  M i s s i o n ' s  g o a l s ,  i t  h a s  
S?:ome n e c e s s a r y  t o  s u p p o r t  chan1;e i n  t h e  nor,-a3r i c u l t u r a l  
s2: tors .  A s  conc luded  i n  S e c t i o n  11, t h e  d i s t o r t e d  i n z e n t i . ~ ~  
s t r l ~ c t d r e  f a c i n g  tnc  o f f - f a r m  s e c t o r s  i s  a key c u l p r i t .  If 
s u c c e s s f d l ,  t h e  PMPR c a n  c o n t r i b u t e  i n  t h e  medlum te rm t o  
s u z c e s s l v e  irn?ravements o f  Rwandan l i v i n g  s t a n d a r d s  i n  b o t h  r u r a l  
an3  g rban  a r e a s  by i n z r e a s i n g  employment,  consumption 
o p p o r t u n i t i e s  ( i . e . ,  more and  b e t t e r  q u a l i t y  goods a t  lower r e a l  
p r i c e s )  and p r o d u c t i o n  o p p o r t u n i t i e s  ( i . e . ,  p r o d ~ c e  f o r  e x ? q r t  o r  
,Fj2r d o n e s t i c  m a n u f a c t u r e r s  w i t h  b e t t e r  l i n k a g e s  t o  t h e  
a ~ ; r i c u l t u r a l  s e c t o r ) .  

w h i l e  t h e  PMP2 h a s  Seen  d e s i g n e d  t o  p r o v i d e  r a p i d  and f o c u s e d  
s u p p o r t  t o  key components  of t h e  G O R ' s  SAP, t h e  Mis s ion  w i l l  
c o n t i n ~ e  t o  s eek  changes  i n  t h e  c o u n t r y ' s  economic env l r3nmen t  
t h a t  w i l l  e n 3 o l e  9wandans t o  e a r n  more income by prodclcing,  
Lr?insf3rmin.!, and marke t ing  g o o d s  more e a s i l y .  On-qoing Mis s ion  
2 r o j e c t s  and a c t i v i t i e s ,  P R I M E ,  A g r i c u l t u r a l  Survey and P o l i c y  
A n a l y s i s  P r o j e c t  (ASPAP, 620 -0126) ,  and MAPS, w i l l  c o n t i n u e  t o  
engage  t n e  G O R  on p o l i c y  i s s u e s  and were  i n s t r u m e n t a l  i n  h e l p i n g  
d e s i g n  t h i s  program. I n d e e d ,  a s  S e c t i o n  V I  d e t a i l s ,  r e s o u r c e s  
from PRIME a r e  be ing  used  t o  c o n t i n u e  t h e  d i a l o g u e  on i s s u e s  
r e g a r d i n g  t h e  PMPR. 

REST AVAILABLE COPY 38 



D. Other Donor Assistance. 

Donor a s s i s t a n c e  ? l a y s  a  key r o l e  i n  f i n a n c i n g  t h e  S 4 P .  Indeed,  
.!onzr i n s i s t e n c e  f o r  c?form and p r ~ m i s e d  s u p p o r t  i s  g e n e r a l l y  
c r e d i t e d  wi t :?  h a v i n g  helped a l l a y  SOR c o n c e r n s  about embar king on 
a  development s t r a t e . 3 ~  53sed on l i b e r a l i z i k i o n .  A t  a  s p e c i a l  
n e e t i n g  i n  Tqarch, c h a i r e d  by t h e  I B R D  and 2ND?, donors  pledged 
over  $ 1 2 0  m i l l i o n  f o r  ZY 1991. T h i s  sun i s  a d d i t i o n a l  t o  t h a t  
a l r e 2 d y  cominitted by donors  through t h e i r  on - jo in3  b i l a t e r a l  
programs. T o t a l  donor commitaents  t o  December 31, 1991 a r e  
s ~ m m a r i z e d  i n  Table  12. 

Tab le  1 2 .  Other Donor .4SSistance t o  SAP During CY 1991. 

D o n o r / I n s t i t u t i o n  C o ~ m i t z e n t  ( i n  m i l l i o n s  of US$)  
-AF D9 7 . 5  
-Aastr i a  
-3elg i u m  
-Canada 
- E E C  
-Pr ance  
-Germany 
- I t a l y  
-Japan 
-OPE:: 
-Swi tzz t  land 
-3.S. 

T o t a l  Committed US$ 120.9 m i l l i o n  

i3oriars a r e  expected  t o  p rov ide  f u r t h e r  slJpport t o  t h e  SAP'S o u t -  
year  r s q u l r e m e n t s  ( i . e . ,  1992 and 1993)  and a s  t h e  G O R ' s  PFP and 
PIP a r e  inplemsnted .  For example, t h e  X o r i d  3ank has a l r e a d y  
9 lanned a  s e r i e s  of fol low-on l o a n s .  The f i r s t  SAC i s  t o  be 
complemented by o t h e r  s e c t o r a l  a d j u s t n e n t  o p e r a t i o n s .  T h e  next 
phase  i s  t o  be a g r o - i n d u s t r i a l  c r e d i t  f o r  c o f f e e  and t e a .  
According t o  a  June  Aide Menoire by t h e  Wgrld Bank, t h e  
a q r i c u l t u r a l  c r e d i t  i s  p r 0 j e c t e . l  t o  be e f f e a t i v e  l a t e  1992 or  - - 
e a r l y  1993. A p u b l i c  e n t e r p r i s 3  r e h a k i l i t a t i o n  c r e d i t  i s  a l s o  
p lanned.  Continued 1x7 s u p p o r t  I s  a l s o  ex?ec ted ,  i f  t h e  GOR 
c o n t i n u e s  t o  per form.  



V. PROGRAM DESCRIPTION 

A. Program Goal and Purpose 

T h e  g o a l  1s t o  c o n t r i b u t e  t o  g r o w t h  i n  e n p 1 ~ : i m e n t  a n d  p rodue t : -on  
;n t h e  n e A ; ' ~ n  t e r m .  To t h a t  e n d ,  t h e  p r o g r a n  p u r p o s e  i s  t o  
i n c r e a s e  c o m p e t i t i o n  i n  t h e  s h o r t  r g q ,  a n d  ~ ~ S s s q u e n t l y  
p r o d c l c t i o n  a n d  employment ,  i n  m a n u f a c t u r i n g  a n d  r e l a t e d  s e c t o r s .  

B. Pr oq r am Components 

T h e  p r a g r 3 n  3 3 s  f o u r  c o m p o n e n t s :  ( 1 )  p o l i c y  r e f o r n ;  ( 2 )  r e s o u r c e  
t r a n s f e r  i n  t h e  f o r m  of  c a s h  t r a n s f e r ;  ( 3 )  l o c a l  c ~ r r e n c y  
g e n e r a t e d  f r o m  t h e  r e s o u r c e  t r a n s f e r ;  and  ( 4 )  t e c h n i c a l  
a s s i s t a n c e  f o r  p r o g r a m  m o n i t o r i n g  and i n s t i t u t i o n a l  
s t r e n g  t h s n i n g  . 

1. Policy Reforms Supported. 

The p o l i c y  r e f o r m s  A . I . D .  h a s  i d e n t i f i e d  f i r ~ l y  s u p p o r t  t h e  
G o v e r 2 n e n t  o f  R w a n d a ' s  ( G O R )  own s t r u c t u r a l  r e f o r m  a g e n 3 a  and 
f o r m  t h e  c o r e  o f  p o l i c i e s  which s u p p o r t  t h e  c h a n g e  t o  m a r k e t -  
d r i v e n  s i g n a l s  i n  Rwanda ' s  non-f  arm s e c t o r s .  They a d d r e s s  t h r e e  
c r i t i c a l  a r e a s  a f  f e c t i n g  t h e  m a n i l f a c t u r i n g  and  commerce s e c t 3 l : s :  

( a )  t h e  f o r e i g n  e x c h a n g e  a l l o c a t i o n  a n d  i m p o r t  s y s t e m ;  

( b )  t h e  r e s t r i c t i v e  t r a d e  r e g i n e ;  a n d  

( c )  t h e  number o f  p r i c e s  under  g o v e r n m e n t  c o n t r o l .  

T h e s e  r e f o r i n s  a r e  i m p o r t a n t  i n t e r i m  s t e p s  i n  t h e  p r o c e s s  o f  
moving t o w a r d  a n  e c o n o m i c  e n v i r o n m e n t  w i t h  a  l e s s  r e s t r i c t i v e  
i m p o r t  reg  irne ( a n  o p e n  g e n e r a l  l i c e n s i n g  s y s t e m ) ,  a  mDre e x p o r t -  
o r i e n t e d  o d t l o o k ,  a n d  f e w e r  g o v e r n m e n t - f  i a t e d  p r i c e  and  p r o f  it: 
m a r g i n  c o n t r o l s .  The  A.I.D. - s u p p o r t e d  r e f o r m s  a d d r e s s  c u r r e n t : l y  
t h e  key c o n s t r a i n t s  f a c i n g  t h e  m a n i l f a c t u r i n g  a n d  commerce 
s s c t o r s ,  a s  i d e n t i f i e d  i n  S e c t i o n  111.3. a b o v e .  The .4.1.3. 
?:3gran i s  s u m m a r i z e d  i n  t h e  l o 3 l c a l  f ramework i n  Annex C. 

O t h e r  p o l i c y  r e f o r m  a r e a s  a f f e c t i n g  t h e  s e c t o r  p e r f o r m a n c e ,  s u c h  
a s  e x c h a n q e  r a t e ,  p r i v a t i z a t i o n ,  t a x  and b u d g e t  p o l i c y ,  
d e r g u ? a t l o n s ,  l a b o r  m a r k e t ,  and  f i n a n c i a l  m a r k e t  h a v e  been  o!r 
a r e  t o  be  u n d e r t a k e n  i n  p h a s l s  a s  p a r t  o f  a  w o r l d  Banik's t h r e e -  
y e a r  ? i r s t  S t r u c t u r a l  A d j u s t m e n t  C r e d i t  (FSAC) ,  p l a n n e d  s e c t o : r a !  
a d j u s t m e n t  c r e d i t s ,  a n d  a n  IMF S A F .  

a. Liberalization of Import and Foreign Excha~nqe 
Allocation System. T h e  p r o g r a m  s u p p o r t s  t h e  r e p l a c e m e n t  of t'2e 
p r e s e n t  i m p o r t  programming sys tern  w i t h  a  l e s s  r e s t r i c t i v e  f o r e i g n  
e x c h a n g e  a l l o c a t i o n  a n d  more l i b e r a l  i m p o r t  l i c e n s i n g  s y s t e m .  I t  



p c r p ~ s e  i s  t o  smooth  t h e  t r a n s i t i o n  from t h e  ? r ? s e n t  s y s t s m  t o  
t h e  op2n g e n e r a l  l i c e n s i n g  ( E L )  s y s t e m .  

P i i s  i ~ t e r i m  s y s t e m  h a s  Seen d e s i g n e d  t o  t r a n s p a r e n t l y  and n J n -  
. . disz::mlnate:y a l l o c a t e  a v 3 i l a b l e  f o r e i g n  e x c h a y e  i n  t 3 e  a b s e n c e  

o f  knowln,;  at t h e  a c t u a l  demand f o r  f o r e i g n  2 x c h a n g e  w i l l  -,e 
o n c e  t h 9  s;ls:e;n s t a r t s ,  o r  w h e t n a r  t h e  c i l r r e n t  e x c h a n g e  r a t e  w i l l  
be a b l e  t o  e q u i l i b r a t e  demand and  s u p p l y .  Whi le  t h e  I M P  I s  . - .  sat1a: :ed t h a t  t h e  c u r r e n t  e x c h a n g e  r a t e  i s  r e a s o n a b l y  c o r r e c t ,  
f u r t h e r  r a t e  a d j u s t m e n t s  may b e  n e c e s s a r y .  The G O R  h a s  a g r s e d  t o  
f u r t h a r  r a t e  a d j u s t m e n t s  t o  e s t a b l i s h  a n d  m a i n t a i n  a  m a r k e t -  
c l e a r i n . 3  r a t e ,  i f  n e c e s s a r y  and  i n  c o n s u l t a t i o n  w i t h  t h e  I M F .  

The  two n o n t h s  o f  e x p e r i e n c e  ( J u n e  and J u l y )  w i t h  t h e  new i m p o r t  
s y s t e m ,  where  n o t  a l l  t h e  a v a i l a b l e  f o r e i g n  e x c h a n g e  was demanded 
by Rrdandan i m p o r t e r s ,  i s  s t i l l  i n s u f f i c i e n t  t o  c o n c l u d e  t h a t  t h e  
2wf e x c h a n g e  r a t e  n e e d s  t o  b e  a p p r e c i a t e d .  I n d e e d ,  a s  t h e  P X A D  
c a s e s  s t d d i e s  s u g g e s t ,  t h e  c u r r e n t l y  low demand i s  d l e  i n  p a r t  t o  
t h e  newness  o f  t h e  s y s t e m ,  a n d  i n  p a r t  t o  s u p p r e s s e d  d e r a n d  
g e n e r a l l y  i n  t h e  economy. The  l a t t e r  i s  a s s o c i a t e d  w i t h  t h e  
c o n t i n ~ e d  p r e s e n c e  of  m i l i t a r y  r o a d b l o c k s  t h r o u s h o u t  t h e  codn ' ry  
a n d  limits on i n - c o u n t r y  movements  by p e o p l e  and  t r a n s p o r t e r s .  
T3ese w i l l  h o p e f u l l y  be  l i f t e d  i n  t h e  n e a r  f u t u r e .  

X e g a r d i n g  t h e  c u r r e n t  i m p o r t  q d o t a  c o n t r o l s  ( q u a n t i t a t i v e  
r e s t r i c t i o n s ) ,  t h e  p r o g r a m  s a p p o r t s  GOR e f f o r t s  t o  r e d u c e  t h e  
numbsr a n d  r a n g e  o f  c u s t o m s  d u t i e s  and  i m p o r t  s u r c h a r g e s .  

D u r i n j  t h e  i n i t i a l  p h a s e  o f  t h i s  l i b e r a l i z e d  i m p o r t  r e g l n e ,  a  
l i m i t e 3  number o f  " e s s e n t i a l n  i m p o r t e d  g o o d s  ( e . g . ,  p e t r o l e t i n  
p r o d d c t s ,  p h a r m a c e u t i c a l  p r o d u c t s )  w i l l  c o n t i n d e  t o  b e  s 2 S ; e c t  t o  
i m p o r t  programming i n  o r d e r  t o  e n s u r e  a n  u n i n t e r r u p t e d  sc??:y o f  
t h o s e  g3ods o:: the domestic market. T h e  GOR has agreed ' , h a t  t h e  
v a l u e  of t h e s e  g o o d s  w i l l  n o t  e x c e 2 d  3 0  p e r c e n t  o f  t o t a l  f o r 5 i g n  
e x c h a n g e  a v a i l a o l e  f o r  i m p o r t s .  

b .  L i f t i n g  o f  P r i c e  and P r o f i t  Uargin C o n t r o l s .  
The  p rogram s u p p o r t s  t h e  GOR l i b e r a l i z i n g  o f  c u r r e n t  p r i c e  a n d  
? r 3 5 i t  m a r g i n s ,  i n c l u d i n g  t h e i r  o u t r i g h t  r e inova l .  T h e s e  c h a n ~ e s  
w i l l  !-,el? l i b e r a l i z e  i n t 5 r n a l  a n d  e x t e r n a l  t r a d e  t h e r e b y  f , ~ ~ t h e r  
h e l p i n g  t o  p a r t i a l l y  o f f s e t  t h e  i n f l a t i o n a r y  i m p a c t  of  t h e  
Novemb2r 1990 e x c h a n g e  r a t e  a d j u s t m e n t .  

A c t i o c s  i n d i c a t i n g  t h a t  t h i s  p o l i c y  c h a n g e  h a s  S e e n  i m p l e ~ e n t e d  
i n c l u d e  t h e  GOR c o n t i n u i n g  t o  d o  what  i t  h a s  announced  a s  Its 
i n t e n t i o n ,  b g t  h a s  n o t  ye t  made d e  j u r e .  T h a t  i s ,  e l i m i n a t s  a l l  
c o n t r o l s  on  p r o f i t  m a r g i n s ,  e x c e p t  f o r  m o n o p o l i e s ,  s u c h  a s  
E l e c t r o g a z ;  a 3 o l i s h  f i x e d  p r i c e s -  f o r  a l l  g o o d s  and s e r v i c e s ,  
e x c e p t  f o r  a  l i m i t e d  number .  

c.  Promotion o f  Exports .  T h e  p rogram s a p p o r t s  
t h e  GOR i n  r e v i e w i n g  i t s  e x p o r t  p r o m o t i o n  p o l i c i e s .  A h i g h e r  
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levv7e:  J E  e x ? o r t s  i s  one of t h e  Z o v e r n m s n t ' s  few f e a s i b l e  o p t i o n s  
t o  f i n ? n c i n g  and s : l s t a i n i n 3  3 w a n d a 1 s  e f f o r t  t o  d e v e l o p .  3onor  
a s s i s t a n c e  p l e j g e d  i n  s u ? p o r t  o f  t h e  SAP w i l l  p r o v i d e  
c o n 3 : ? 5 r a b i e  f ~ r ? i ; n  e x c h a n g e  t o  s i p p o r t  t h e  e p e r a t i o r !  13: t h e  new 
iv_=lor t  s y s t s r n  and e n c o u r 3 ~ e  t h e  G O 9  t o  t a k e  t::s n e c e s s a r l l  s t e p s  
t o  i ~ ? ? s r n e n t  t h e  Open G ? n e r a l  L i c e n s i n g  (CGL) d u r i n g  1 9 9 2 .  
?a.G?ver, n e i t h e r  t h e  r e v i s e d  i m p o r t  s y s t e m  n o r  the  g o v e r n m e n t ' s  
overs:! SA? a r e  s u s t a i n a b l e  i n  t 5 e  a b s e n c e  o f  a  r e l i a b l e  
a l 5 2 r a t i v e  s o u r c e  of  f o r e i g n  e x c h a n g e .  

T h i s  p o l i c y  c h a n g e  w i l l  have  been  i n p l e m e n t e d  when t h e  G 3 R  
l a u n c h e s  a  c o m p r e h e n s i v e  s t d d y  which  a n a l y z e s  c o n s t r a i n t s  t o  
g r o a t s r  e x p o r t s  by f o c u s i n g  on d o m e s t i c  f a c t o r s  w i t h i n  t 5 e  
c o n t r o l  o f  t h e  g o v e r n m e n t .  P o s s i b l e  e x 9 o r t  p r o m o t i o n  schemes  t o  
be  e x p l o r e d  i n c l u d e  e a s e d  e x p o r t  p r o c e d u r e s ,  p a r t i a l  f o r 2 i j n  
e x c h a n g e  r e t e n t i o n  a c c o u n t s  by e x ? o r t s r s ,  r e d u c e d  im?or t  d u t i e s  
f o r  e x p o r t e r s ,  and s o  f o r t h .  P i l o t  t e s t i n g  o f  schemes w i l l  5e 
e n c o u r a g e d  by USAID. 

2 .  Dollar Resource T r a n s f e r  

T h e  - 4 . I . D .  f o r e i g n  e x c h a n g e  ( $ 2 5  n i l l i o n )  i s  p r o v i d e d  t o  r e d u c e  
r e a l  and  p e r c e i v e d  r i s k s  and  u n c e r t a i n t i e s  a s s o c i a t e d  w i t h  t h e  
chan.35 f rom t h e  c u r r e n t  a d m i n i s t r a t i v e l y - a l l o c a t e d  i m p o r t  s y s t e m  
t o  t h e  m a r k e t -  o r  p r i c e - d r i v e n  s y s t e m .  Bow t h e  new i n t e r i m  
f o r e i ; n  e x c h a n g e  a l l o c a t i o n / i m p o r t  s y s t e m  i s  a c t u a l l y  
i m p l e x e n t e d ,  p a r t i c u l a r l y  when s p e c i a l  i n t e r e s t  g r o u p s  l o b b y  f o r  
c h a n g e s ,  w i l l  be  c r u c i a l  i n  d e t e r m i n i n g  t h e  momentum of t h e  G O R ' s  
o v e r a l l  s t r u c t u r a l  a d j u s t m e n t  p r o g r a n  a n d  t h e  p r i v a t e  s e c t o r ' s  
c o n f i - 2 s n c e  i n  t h e  SAP. T h e i r  a s s e s s m e n t  o f  t h e  G O R ' s  i n t e ~ t  and. 
c3mml:ment w i l l  i n f l u e n c e  w h e t h e r  a n d  how t h e y  w i l l  r e s ? o n d  t o  
::7e c h a n g i n g  i n c e n t i v e  s t r u c t u r e .  

A.I .D.  c o n s i d e r e d  t h e  C . I .P .  mechanism a s  a n  a l t e r n a t i v e  t o  c a s h  
t r a n s f e r ,  b u t  d e c i d e d  a g a i n s t  i t  a t  t h i s  time f o r  t h e  f o l l o w i n g  
r e a s o n s .  P r o v i d i n g  r e s o u r c e s  a s  a  c a s h  t r a n s f e r  s i g n a l s  f i r m l y  
t o  f n e  G O 2  t h e  USAID p r i o r i t y  t h a t  t h e  new s y s t e m  be i m p l e m s n t e d  
i n  a  t r a n s p a r e n t  and n o n - d i s c r i m i n a t o r y  f a s h i o n .  The c a s h  
' r 3 n s f e r  mechanism p e r m i t s  r ap i ,d  d i s b d r s e m e n t  a t  a  t i m e  when 
2wan.ia i s  c r i t i c a l l y  s h o r t  o f  f i n d s  t o  s u p p o r t  t h e  i m p l e ~ e n t 3 t i o n  
of t h ?  new s y s t e m .  I t  i s  a l s o  a n  4 , I . D .  mechanism w i t h  which t h e  
GOR is  f a m i l i a r ,  t h u s  a v o i d i n g  undue b u r 3 e n  on  Rwanda's  l i m i t e d  
b d r e a u e r a c y .  P i n a l l y ,  LJ3.41D d o e s  n o t  c u r r e n t l y  have  t h e  s t a f f  t o  
i r n p l e ~ e n t  a  C . T . P .  be tween  s i g n i n g  a n d  e a r l y  C Y  1992 .  P u r c h a s e s  
u n z e r  a  C . I . ? ,  a r e  l i k e l y  t o  be s n 3 1 1  a n d  t h e r e f o r e  q u i t e  s t a f f  
i n t ? n s i v e ,  s i n c e  Rwanda i m ? o r t s  less  t h a n  $1 m i l l i o n  pez  annurn 
f rom t h e  U n i t e d  S t a t e s .  I n d e e d ,  a  i?EDSO/ESA CMO a s s e s s m e n t  o f  
t h e  p o t e n t i a l  m a r k e t  f o r  U.S. g o o d s  i n  Rwanda i n  F e b r u a r y  1991  
c o n c l u d e d  t h a t ,  even  w i t h  a  C . I . P . ,  i m p o r t s  f r o m  t h e  U n i t e d  
S t a t e s  were u n l i k e l y  t o  i n c r e a s e  by more  t h a n  US$ 2-3 m i l l i o n .  
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3 .  Loca l  Currency 

:':e ???3 l o c a l  c l r r e n c y  w i l l  be used t o  r e d u c e  GOR a r r e a r s  t o  
s o n e s t i c  crel! i tors .  Such a r r e a r s  c u r r e n t l y  t o t a l  ~ e 3 r : y  
t h e  e q ~ l - ~ 3 l e n t  of $ 1 2  m i l l i o n .  Y ~ s t  ZOR a r r e a r s  a r e  t o  tfie 
c o d n t r y ' s  r e g i s t e r e d  ( " f 3 r r n a l n )  m a n u f a c t u r e r s  and commercial  
b d s i n s s s e s .  L o c a l  c u r r e n c y  gene ra ted  by t h i s  program w i l l  be 
~ s e d  f i r s t  t o  h e l p  reduce  a r r e a r s  t o  p z i v a t e  s u p p l i e r s ,  t hen  
n ixed  companies .  P r i v a t e  s u p p l i e r s  a r e  d e f i n e d  t o  i n c l u d e  f i r a s  
& h e r e  t h e  government has  no s h a r e h o l d e r  i n t e r e s t  o r  i s  o n l y  a  
n i n o r i t y  s h a r s h o l d e r .  P r i o r i t y  f o r  c l e a r i n g  o u t s t a n d i n g  R w f  
a r r e a r s  w i l l  be g i v e n  t o  s u p p l i e r s  of goods  and s e r v i c e s ,  
I n c l d i i n :  f i n a n c i a l  s e r v i c e s .  Local  c u r r e n c i e s  g e n e r a t e d  by ?."1?3 
w i l l  no t  be used  t o  c l e a r  GO2 a r r e a r s  t o  s t a t e -owned  e n t e r p r i s e s .  

9 e  a r r e a r s  r e d u c t i o n ,  i n  c o n j u n c t i o n  w i t h  c o n t i n u e d  G O R  
adks rence  t o  f i s c a l  and budget a u s t e r i t y  measures  a g r e e d  t o  ~ i t h  
-ne  - IMF,  s h o u l d  i n c r e a s e  t h e  amount of c r e d i t  a v a i l a b l e  t o  t h e  
corn;;lercial s e c t o r  i n  g e n e r 3 1 ,  and irnprove c a s h  f low i n  t h o s e  
f i r z s  owed Rwandan Francs  by t h e  Jog. 

3omes t i c  a r r e a r s  exceed t h e  value of t h i s  program n e a r l y  t h r e e -  
a d  S e v e r a l  o t h e r  donors ,  n o t a b l y  t h e  A u s t r i a n s  and t h e  - : r enck ,  a r e  s u p p o r t i n g  t h e  r e d u c t i o n  of a r r e a r s .  A t  t h i s  t i n e ,  
:SA;3 and t h e  2 0 R  ex?ec t  t o  program a l l  of t h i s  p rogram ' s  
c o u n t s r p a r t  f u n d s  t o  t h e  r e d u c t i o n  of t h e  G O R ' s  a r r e a r s  t o  t h e  
p r i v a t e  s e c t o r .  

4 .  I n s t i t u t i o n a l  S t r e n g t h e n i n g  and  T e c h n i c a l  
A s s i s t a n c e  

3' .? is  component supp lemen t s  GOR and o t h e r  donor e f f o r t s  t o  e n s u r e  
t h a t  t h e r e  i s  an  on-going and t i ;nely moni to r ing  and a n a l y s i s  
c a p a b i l i t y  f o r  o v e r s e e i n g  and a s s e s s i n g  t h e  impact  of t h e  A.1.D.- 
s : ~ p p o r t e d  r e f o r m s  and a s s o c i a t e d  p a r t s  of t h e  l a r g e r  SAP on 
c o m p e t i t i o n ,  p r o d u c t i o n  and employment. 

1: a d j r e s s e s  two weaknesses  i n  t 3 e  SOR's S t r u c t u r a l  A d j u s t n e n t  
T r a G r a ~ :  t h e  a b s e n c e  of a  v e h i c l e  t o  r a p i d l y  2 s s e s s  t h e  evolv ing  
i ~ o a z t  of p o l i c y  changes ,  and t 3 e  u n s a t i s f a c t o r y  r e c o r d  of 
co;!acting, p r o c e s s i n g ,  and ana lyz ing  even s m a l l  s e t s  of sdrTrey  
d a t a  on a  t i m e l y  b a s i s .  USAID s J p p o r t  i s  t o  h e l p  i d e n t i f y ,  an a  
t i a e l y  b a s i s ,  a r e a s  w3ich could  be im?leqented  more r a p i d l y  or  
d h i c 5  r e q u i r e  m o d i f i c a ~ i o n s .  I n  t 3 i s  manner,  p o t e n t i a l  praolerns 
can  5e i d e n t i f i e d  and focused  upon b e f o r e  t h e y  may become 
t h r e a t s n i n g  t o  t h e  o v e r - a l l  ad jus tment  program. I t  may a l s o  h e l p  
t o  c o n t r o l  and q u e l l  i n c o r r e c t  rumors and s u p p o s i t i o n s  about  t h e  
a c t u a l  impact  o f  PMPR, a s  w e l l  a s  i t s  c o n v e r s e ,  p r o v i d e  c o n c r e t e  
i n f o r m a t i o n  t o  g e n e r a t e  c o n f i d e n c e  i n  t h e  new impor t  sys tem and 
t h e  government ' s  commitment t o  s t r u c t u r a l  a d j u s t m e n t .  
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J u s t  3s i m o r t a n t l y ,  t h i s  component, whi le  b e n e f i t i n g  t h e  G O R ,  
w i l l  2 l s o  b e n e f i t  t h e  Y i s s i o n .  F i r s t ,  t h e  b a s e - l i n e  d a t a  
co:l?ct?d can p e r n i t  a  b e t t e r  assessment  of t h e  program's  p e o p l e -  
l e v e l  i~ ._33c%.  Second, i n f 3 r m a t i o n  c o l l e c t e d  dur ing  t h e  l i f e - ~ f  - 
p r o g r 3 s  can h e l p  YSAI3 work d i t h  t h e  G O R  t o  c o r r e c t  p r o b l e n s  a s  
they a r e  i d e n t i f i e d  and t a k e  advantage  of emerging o p p o r t i l n i t i e s .  

A Monitgring U n i t  w i l l  be e s t a b l i s h e d  i n  t h e  M i n i s t r y  of P l a n  t o  
implement t h i s  PMPR program component. Given t h e  o v e r r  i d i n g  
importance of t h i s  component t o  ensur ing  t h e  PMPR proyram's  
impact i s  a s  env i saged ,  i t  i s  t r e a t e d  i n  a  s e p a r a t e  s e c t i o n  
belojr. Yow t h e  Monitoring U n i t  w i l l  be o r g a n i z e d ,  s t a f f e d ,  and 
i n t e g r a t e d  w i t h  e x i s t i n g  G O 2  s t r u c t u r e s  and o t h e r  3SAID and donor 
t e c h n i c a l  a s s i s t a n c e  i s  d e t a i l e d  i n  t h e  following s e c t i o n  
( S e e t i o n  V I I I ) .  

A t  t h i s  j unc tu re ,  however,  i t  i s  u s e f u l  t o  n o t 2  t h a t  t h i s  
component w i l l  be funded f o r  t h e  next  twelve months,  bo th  t h e  
d o l l a r s  and l o c a l  c u r r e n c y ,  from t h e  on-going USA13 A E T R P  
p r o j e c t ,  P R I H 2  (696-0127) .  Also dur ing  t h e  next  t v e l v e  months,  
t h e  20R and d S A I 3  w i l l  d e s i g n  a  new p r o j e c t  based on t h e  
e x p e r i e n c e  of i ap lement ing  t h e  i n s t i t u t i o n a l  s t r e n g t h e n i n g  
component. 

C.  Policy Change Outputs 

The PMPR is t o  c o n t r i b u t e  t o  t h e  s u s t a i n e d  implementa t ion  of f o u r  
p o l i c y - r e l a t e d  o u t p u t s :  

( a )  s u s t a i n e d  implementa t ion  of t h e  new import  sys tem,  

( b )  d e c o n t r o l l e d  p r i c e s  and p r o f i t  c o n t r o l s ,  

( c )  i n i t i a t e d  s t u d y  of e x p o r t  p o l i c y ,  and 

( d )  reduced GOR a r r e a r s  t o  domes t i c  c r e d i t o r s .  

These o u t p u t s  a r e  d i r e c t l y  l i n k e d  t o  t h e  PMPR's C o n d i t i o n s  
? r e c e d e n t  t o  t h e  d i sbursement  of f u n d s .  

I n  a d d i t i o n  t o  t h e s e  f o u r  o u t p u t s ,  A . 1 . 9 .  w i l l  c o n t i n u e  t o  
r e q u i r e  G O 3  p r o g r e s s  i n  t a k i n g  s t e p s  ( a )  t o  implement an Open 
,:enera1 Licensing System f o r  impor t s ,  ( b )  t o  irnplernent and 
r e i n f o r c e ,  i f  n e c e s s a r y ,  i t s  c a p a c i t y  t o  monitor t h e  o p e r a t i o n  of 
t h e  neu f o r e i g n  exchange a l l o c a t i o n  and l i b e r a l  import  l i c e n s i n g  
system, w i t h  p a r t i c u l a r  r e f e r e n c e  t o  i t s  e f f e c t  on t h e  
manufacturing and commerce s e c t o r s  and t h e i r  l i n k a g e s  w i t h  t h e  
r e s t  of t h e  economy, and ( c )  meet w i t h  USAID, a s  n e c e s s a r y ,  t o  
d i s c u s s  developments conce rn ing  t h e  implementa t ion  of t h e  p o l i c y  
reforms,  t h e i r  impact ,  and governmentf  s review of e x p o r t  
promotion p o l i c i e s ,  
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D. Tranches ,  c o n d i t i o n s  P r e c e d e n t  and Covenants  

1. Two Tranches 

-4.~~13. w i l l  d i s ~ ~ d r s ?  t h e  fgnds  i n  two t r a n c h e s .  The f i r s t  
t r a n c h e  will be $ 1 5  m i l l i o n  and t h e  second $ 1 0  m i l l i o n .  A s  no ted  
e a r l i e r ,  a l l  s i p p o r t  f o r  t h e  t e c h n i c a l  and i n s t i t u t i o n a l  
s t r e n g t h e n i n g  zomp~?.ent  w i l l  be f i n a n c e d  from PaIME, A s  s u c h ,  
t h e  c o s t s  and i r n 2 l e ~ e n t a t i o n  p l a n  r e g a r d i n g  t h a t  component a r e  
d e t a i l e d  i n  S e z t i o n  VI. 

There  a r e  no s e t  d a t e s  by w5ich t h e  GOR m u s t  comply u i t h  t h e  
PMP4-specif i c  c o n d i t i o n s ,  The G 3 R  can r e q u e s t ,  i n  u r i t i n g ,  t h a t  
A.I.D. r e l e a s e  t h e  funds when t h e  GOR b e l i e v e s  i t  has  s a t i s f i e d  
t h e  r e i e v a n t  c o n d i t i o n s ,  A s  d e t a i l e d  i n  S e c t i o n  VII I .C,  t h e  
USAI9, i n  c o n j u n c t i o n  wi th  t h e  i?E3SO/ESA lawyer ,  w i l l  make t h e  
d e t e r m i n a t i o n  a s  t o  whether t h e  c o n d i t i o n s  have been f u l f i l l e d .  

2 .  Cond i t ions  P receden t  t o  t h e  Disbursement of  t h e  
F i r s t  Tranche.  

There  a r e  two c o n d i t i o n s  p r e c e d e n t  t o  t h e  d i sbur semen t  of t h e  
f i r s t  t r a n c h e .  They a r e :  

"Cond i t ion  1. The Government of Rwanda w i l l  have 
r e p l a c e d  t h e  e x i s t i n g  a d m i n i s t r a t i v e l y  programmed 
f o r e i g n  exchange a l l o c a t i o n  and c o n t r o l l e d  import 
l i c e n s i n g  s:Jsten wi th  an i n t e r i m  l i c e n s i n g  and 
a l l o c a t i o n  system t h a t  i s  r e s p o n s i v e  t o  market 
c o n d i t i o n s  an? has  t h e  f o l l o w i n g  c h a r a c t e r i s t i c s :  

( a )  the Government of Xwanda w i l l  publicly 
announce t h e  amount of f o r e i g n  exchange a v a i l a b l e  f o r  
a l l o c a t i o n  i n  2ach p e r i o d ;  

( 5 )  f i r m s  and i n d i v i d u a l s  s u b m i t t i n g  r e q u e s t s  f o r  
f o r e i g n  exchange w i l l  pay a t  t h e  t i n e  of f i l i n g  a  non- 
r e f u n d a b l e  a p p l i c a t i o n  f e e  e q u i v a l e n t  t o  f i v e  p e r c e n t  
of t h e  va lue  of t h e i r  r e q u e s t  i n  l o c a l  currency; 

( c )  i f  t h e  r e q u e s t s  exceed t h e  a v a i l a b l e  f o r e i g n  
exchanqe ,  t h e  Government of Rwanda w i l l  reduce 
p r o p o r t i o n a t e l y  and n o n - d i s c r i m i n a t e l y  by a  f a c t o r  
e q u a l  t o  t h e  r e l a t i o n s h i p  between t h e  o v e r a l l  
a v a i l a b i l i t y  of f o r e i g n  exchange and t h e  t o t a l  amount 
r e q u e s t e d ;  

( d )  t h e  Government of Rwanda w i l l  i s s u e  t h e  
n e c e s s a r y  documentat ion and a p p r o v a l s  p e r m i t t i n g  t h o s e  
who r e c e i v e d  f o r e i g n  exchange t o  impor t  w i thou t  undue 
d e l a y ;  and 

/ /+' 
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( e )  t h e  Government of gwanda w i l l  p u b l i s h  each  
nonth f a r  p u b l i c  d i s t r i b u t i o n  t h e  names of f i r m s  and 
i n d i v i d u a l s  who have r equss t ed  f o r e i g n  exchange under 
t h e  new sys tem,  how much and for  whit? i m p o r t s  t h e y  
r eq ies ' sd  f o r e i g n  exchange, and how m ~ c h  was a l l o c a t e d  
t o  each  r e q u e s t o r  and f o r  which i m p o r t s . "  

"Cond i t ion  2 .  The Government of 2wanda w i l l  have: 

( a )  e l i m i n a t e d  a l l  c o n t r o l s  on p r o f i t  marg ins ,  
e x c e p t  f o r  monopol i ss ;  

( 5 )  a b o l i s h e d  f i x e d  p r i c e s  and p r o f i t  margins  f o r  
a11  goods  and s e r v i c e s ,  except  f o r  a  l i m i t e d  number; 
and 

( c )  r ~ p l a c e d  q u a n t i t a t i v e  r e s t r i c t i o n s  p r o t e c t i n g  
l o c a l  i n d u s t r y  w i t h  a  reduced number of t a r i f f s  from 
t w e n t y - t h r e e  t o  seven  and reduced r a n g e  of customs 
d u t i e s  and import  s u r c h a r g e s  from between z e r o  and 250 
p e r c e n t  t o  10 and 100 p e r c e n t . "  

? r  i c e s  f o r  monopolies  and p o l i t i c a l l y  s e n s i t i v e  goods ,  such a s  
e l e c t r i c i t y ,  w a t e r ,  and beer  w i l l  c o n t i n u e  t o  be c o n t r o l l e d  by 
t h e  <OR. However, t h e  p r i c e s  w i l l  be s e t  on t h e  b a s i s  of c o s t -  
r ecovery .  A s  no ted  e a r l i e r ,  t o  t h a t  end,  i n  J u l y ,  t h e  GOR r a i s e d  
wats r  and e l e c t r i c i t y  r a t e s  by 50 p e r c e n t  e a c h .  A f t e r  s e v e r a l  
h i ; h - l e v e l  s e s s i o n s  devoted  s o l e l y  t o  t h e  p r i c e  of b e e r ,  i t  was 
r a i s e d ,  and t h e n  lowered when demand dropped d r a m a t i c a l l y .  

3. Conditions Precedent to the Disbursement of the 
Second Tranche. 

There  a r e  t h r e e  c o n d i t i o n s  precedent  t o  t h e  d i sbur semen t .  of t h e  
second t r a n c h e .  They a r e :  

" C o n d i t i o n  1. The Government of Swanda w i l l  have 
c o n t i n u e d  t o  implement t h e  new import  sys t em which has  
t h e  c h a r a c t e r i s t i c s  s t i p u l a t e d  i n  T ranche  l . ,  C o n d i t i o n  
1. above;  o r  w i l l  have implemented an Open Genera l  
L i c e n s i n g  (CGL) sys tem."  

" C o n d i t i o n  2 .  The Government of Rwanda ( G O R )  w i l l  have 
i n i t i a t e d  a  comprehensive review of i t s  e x p o r t  
promot ion  p o l i c i e s . "  

" C o n d i t i o n  3 .  The Government of Rwanda w i l l  have 
reduced  i t s  a r r e a r s  t o  domest ic  c r e d i t o r s  by a t  l e a s t  
t h e  e q u i v a l e n t  US$ 15 m i l l i o n  ( c a l c u l a t e d  a t  t h e  t ime  
of s i g n i n g  t h e  Agreement) ."  
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4 .  Covenants  

~ w o  covenan t s  a r e  p roposed .  They a r e :  

I1;ovenant 1. The G o v ~ r n ~ ~ s n t  of Rwanda s 5 a l l  covenant  
t o  t a k e  s t e p s :  

( a )  t~ implement an 3psn Genera l  Licensing Systein 
f o r  impor ts ;  

( b )  t o  implement and r e i n f o r c e ,  i f  n e c e s s a r y ,  i t s  
c a p a c i t y  t o  monitor  t h e  o p e r a t i o n  of t h e  new f o r e i g n  
exc'nang e  a l l o c a t i o n  and l i b e r a l  import l i c e n s i n g  
sys tem,  w i t h  p a r t i c u l a r  r e f e r e n c e  t o  i t s  e f f e c t  on t h e  
manufacturing and commerce s e c t o r s  and t h e i r  l i n k a g e s  
wi th  t h s  r e s t  of t h e  econony; and 

( c )  t o  f u r t h e r  r educe  a r r e a r s  t o  domest ic  
c r e d i t o r s  by a t  l e a s t  t h e  e q u i v a l e n t  of ~ ~ $ 1 0  m i l l i o n  
( c a l c a l a t e d  a t  t h e  t i m e  of s i g n i n g  t h e  Agreement) .  

"Covenant 2 .  The Governaent  of Rwanda - d i l l  meet w i t h  
JSAI3, a s  n e c e s s a r y ,  t o  d i s c u s s  developments concerning  
t h e  i m p l 3 n e n t a t i ~ n  of t h e  p o l i c y  r e f o r n s ,  t h e i r  impact ,  
a n j  g o v e r n n e n t ' s  r ev iew of e x p o r t  promotion p o l i c i e s . "  

E. S t a t u s  of  N e g o t i a t i o n s  

3 u r l 2 3  t h e  PAI? and PAAD p r e p a r a t i o n ,  t h e  des ign  team, i n c l u d i n g  
t h e  Mission D i r e c t o r ,  wet GOR o f f i c i a l s  i n t i m a t e l y  f a m i l i a r  w i t h  
t h e  SAP, inc lud ing  t h e  M i n i s t e r  of P l a n  who has r e s p o n s i b i l i t y  
f o r  designing, negotiating a n d  overseeing t h e  S A 2 ' s  
i m p l e n e n t a t i o n .  A l l  components of t h e  PMPR have been d i s z a s a e d  
wi th  t h e  GO2: p o l i c y  r e f o r m s ,  r e s o u r c e  l e v e l ,  use of d o l l a r s  and 
c o u n t e r p a r t  funds ,  and t h e  moni tor ing  component. 

Agreement i n  p r i n c i p l e  was o b t a i n e d  from t h e  GO2 on t h e  PAIP 
2 r ~ p o s e d  Cond i t ions  P r e c e d e n t  and Covenants ,  t r a n c h e s ,  and t h e  
i d e a  of suppor t  f o r  i n s t i t u t i o ~ a l  s t r e n g t h e n i n g  and t e c h n i z a l  
a s s i s t a n c e  t o  monitor  t h e  ?M?2. 

Chsnges s- lggested i n  t h e  2AIP EC22 gu idance  c a b l e  ( S t a t e  2ir3761, 
d a t e d  June  27, 1991)  were d i s c u s s e d  and accepted by t h e  G O R .  
I m p o r t a n t l y ,  between t h e  ?A17 submiss ion  and t h e  s t a r t  of t?ie 
2.4X3 d e s i g n ,  t h e  GOR r e q u e s t e d  USA13 t o  beg i n  implementing t h e  
PMP3 i n s t i t u t i o n a l  s t r e n g t h e n i n g  and t e c h n i c a l  a s s i s t a n c e  
component a s  soon a s  p o s s i b l e ,  even b e f o r e  t h e  PMPR ProAj would 
be s i g n e d .  

D r a f t s  of t h e  Program Agreement,  A u t h o r i z a t i o n ,  and Act ion  
Memorandum have been s e n t  t o  REDSO/ESA f o r  RLA c l e a r a n c e .  
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S i m i l a r l y ,  t g  e s ? e d l t e  t h e  p r d c e s s ,  t 9 e  COR h a s  a l s o  Se<yn 
:? .u7iexinz  a  d r a f t  of t h e  Program l g r s e m e n t .  

The M i n i s t t r s  o f  P l a n ,  Fore ign  - 4 f f a i r s  ( i n  Rwanda, t h i s  H l 2 i s t e r  
sisns 311 d o n ~ r  a g r e e m e n t s ) ,  and a s p e c i a l  M i n i s t e r  i n  t h e  
P r e s i d e n t ' s  O f f i c e  hav? a l l  i n d l c 3 t e d  t o  JSAID a t  v3 r ious  t i m e s ,  
t h e  G 3 3 ' s  over311 agreement w i t h  t n e  2 W 3 ,  and t h e i r  wi l? in . ;ness  
t~ proceed t 3  t h e  s i g n i n g .  

F. Estimated Implementation Schedule 

The fo1:owinq t a b l e  p r e s e n t s  t h e  a p 2 r o x l ~ a t e  d a t e s  by xhich  3SAID 
and t h e  G O R  ex2ec t  t o  comple te  c e r t a i n  c r i t i c a l  i rnplenentz t ion  
a c t i o c s .  T:?e schedu le  e x c l u d e s  t h e  Moni tor ing  Component, uh ich  
has  a  s e 2 a r a k e  schedu le  ( s e e  T a b l e  1 4 ) .  
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~ 3 b l e  1 3 .  E s t i m a t e d  I m p l e m e n t a t i o n  S c h e d u l e  o f  232R. 

.4z? i f ~ r  A c t i o n  A g e n t s  E x p e c t e d  9y 

7A.73 s i b m i t t e d  t o  AID/W USAID 
I f a f t  ? r o A q ,  A u t h o r i z a t i o n ,  

a n d  . ; z t i ~ n  Yeno s u b m i t t e d  
t o  !?53SO/ESA R L A  US413 

3 r a f t  ?:o.49 s u b m i t t e d  t o  G O R  3s-413 :4 A11g 91 

? A A D  a p p r o v e d  AID/W 2 6  ~ u g  9 1  
D r a f t  ProAg, A u t h o r i z a t i o n ,  

and A c t i o n  Memo a p p r o v e d  RZDSO/ESA R L A  2 7  .4ug 9 1  
D r a f t  Pr3Ag a p p r o v e d  by G O R  G O R  2 7  Aug 9 1  

Discuss ion  o f  f i n a l  c h a n g e s  
t o  ProAg USAID, G O R  3 0  Aug 9 1  

A u t h ~ r i z a t i o n  a n d  ProAg 
s i g c e d  USAID, G O R  3 1  Aug 9 1  

C o n d i t i o n s  2 r e c e d e n t  t o  
ProAg a n d  f i r s t  t r a n c h e  
fa : ' '  ' i l e d  USAID, RSDSO/ESA 10 S e p  91 

R L A ,  G O R  

F i r s t  t r a n c h e  r e l e a s e d  USAID, A I D / W  2 5  S e p  9 ?  

C o n d i t i o n s  P r e c e d e n t  t o  
s e c o n d  t r a n c h e  f u l f i l l e d  USAID, REDSO/ZSA Dec 9 1  

GOR 

Second  t r a n c h e  r e l e a s e d  USAID, AID/W Dee 9 1  

1nter:m A 1 9  I m p l e m e n t a t i o n  
3evieii ( a )  USAID 

F i n a l  A 1 3  E v a l u a t i o n  ( a )  USAID Aug 93 

( a )  t o  b e  f u n d e d  u n d e r  p l a n n e d  M o n i t o r i n g  i l n i t  c r o j e c t .  

A .  End of Program S t a t u s  

3 y  t:?e e n d  o f  t h e  p r o g r a m ,  G O 3  p r o g r e s s  o n  a c h i e v i n g  t h e  
p r o g r a m ' s  d u a l  p u r p o s e s  o f  r e d u c i n g  d i s t o r t i o n s  i n  t h e  economy by 
i n c r e a s i n g  c o m p e t i t i o n  a n d  p r i v a t e  s e c t o r  p a r t i c i p a t i o n  i n  
e c o n o m i c  a c t i v i t y ,  a n d  s u p p o r t i n g  t h e  s u s t a i n e d  i m p i e i n e n t a t i o n  o f  
t h e  new i m p o r t  s y s t e m  a n d  c o m p l e m e n t a r y  p o l i c y  c h a n g e s  i s  
a n t i c i p a t e d .  
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I f  t h e  concept t h a t  t h e  manufac tur ing  and c~mmaree  s e c t o r s  shou ld  
b e  r ? spons ive  t o  market f o r c e s  has  Seen ent:en:>ed by t h e  ' 

imp 'enen ta t~on  of t h e  p r o g r a ~ ,  t h e  p r o b a b i l i t y  of a  who le - sca le  
z e v t r s a l  o f  t h e  G33's s t r d c t ~ r a :  a d j u s t m e c t  proqran  d e c l i n e s .  
The ? Y ? 3  should then  b e  c o n s i d e r 2 d  t o  have c o n r r i b u t e d  t o  t h a t  
s u c c e s s .  Changes cou ld  t h e n  Se expec ted  t o  c o n t i n u e  t o  occur  i n  
t h e s e  s e c t o r s  long a f t e r  t h e  program's  PA23. Indeed,  i t  i s  
u n r e a l i s t i c  t o  expect  t h a t  t h e  s e c t o r s  would have f u l l y  a d j u s t e d ,  
e , g . ,  completed r e s t r u c t u r i n g ,  t o  t h e  a l t s r e d  p o l i c y  environment  
i n  one or even two y e a r s .  I n  f a c t ,  i n  a  marke t -d r iven  economy, 
t h e  adjus tment  p rocess  i s  c o n t i n u o u s .  

The program a l s o  w i l l  have c o n t r i b u t e d  t o  con'inaed GOR p r o g r e s s  
on a n p l i f y i n g  t h e  s p e c i f i c s  of how t h e  OGL (Open S e n e r a l  
L i c e n s i n g ) ,  scheduled  t o  be put  i n  p l a c e  mi?-1992, w i l l  work. 

A s  p a r t  of t h e  i n s t i t u t i o n a l  s t r e n g t 3 e n i n g  and t e c h n i c a l  
a s s i s t a n c e  component, t h e  d a t a  c o l l e c t e d  should e n a b l e  a  d e t a i l e d  
assessment  of i t s  impact on: 

- -  i nc reased  a v a i l a b i l i t y  and v a r i e t y  of goods produced 
d o m e s t i c a l l y  and imported ( w i t h  some being s o i d  a t  lower r e a l  
p r i c e s )  ; 

- - - i nc reased  inves tmen t  and employnent i n  t h e  fo rmal  
manufacturing s e c t o r ;  

- - - i ; lcreased l i n k a g e s  between t h e  formal  manufac tur ing  
s e c t o r  and o t h s r  c o n c e r n s ,  i n  t e rms  of changes i n  t h e  p e r c e n t a g e  
of i n p u t s  coming from l o c a l  s u p p l i e r s ,  i n  employment i n  r e l a t e d  
 business?^, and i n  i n v e s t m e n t ;  and 

- - -  d e c r e a s e d  l e v e l  of ;OR arrears to domestic creditors, 
i n c r e a s e d  supply  of c r e d i t  from commercial banks, and i t s  use by 
t h e  m a n i l f a c t u r i n ~  s e c t o r .  

The l e v e l  of e x p o r t s  i s  n o t  p r o j e c t e d  t o  have ;?proved 
d r a m a t i c a l l y  by t h e  end of t h e  program. Th i s  i s  t o  be e x p e c t e d  
g i v e n  t h e  l a c k  of GO4 c o z s e n s u s  on how t o  change e x p o r t  p o l i c i e s .  
S i m i l a r l y ,  t h e  e x p o r t  promotion s t u d y  i s  not  l i k e l y  t o  be 
completed by t h e  program's  en5.  r 5 e  G O R 1 s  c o n t i n ~ e d  need f o r  
f o r a i g n  exchange and c o n t i n u e d  i n t s r e s t  on t h e  p a r t  of many 
donors  i n  helping d e v e l o p  Rwanda's e x p o r t  p o s s i 5 i l i t i e s  means 
t h e r e  w i l l  Se con t inued  p r e s s ; l r e  on and a s s i s t a n c e  f o r  change .  
3epencling on PMPR1s  r e s u l t s ,  and t h e  a n a l y s e s  e ~ e r g i n g  from t h e  
H i s s i o n ' s  Country Program S t r a t e g y  P l a n  e x e r c i s e ,  YSAID may 
i d e n t i f y  p o s s i b l e  b e n e f i t s  from c o n t i n u i n g  NPA i n t e r v e n t i o n s .  
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V I  . HONITORING AND ASSESSHENT COMPONENT 

A .  Purpose  and Outputs  

T h e  purpJse  3f t h e  A.1.D.-fdnded m o n i t ~ r i n g  and assessinent  
sonponent  Is t o  he12 keep G O R  p o l i c y  makers ,  d o n o r s ,  and t h e  
? _ r i v a t e  s e c t o r  a b r e a s t  of t h e  e v o l v i n g  impact  of s t r u c t u r e  
a d j u s t n e n t  measJres  by e s t a b l i s h i n g  a  sys tem t h a t  c o l l e c t s ,  
t r a c k s ,  and an3 lyses  s e l e c t e d  d a t a  i n  a  t i m e l y  manner. The 
i n f ~ r m a t i o n  p resen ted  w i l l  be s e l e c t e d  t o  a c c u r a t e l y  r e p r e s e n t  
where t h e  program i s  and is  not  a c h i e v i n g  t h e  d e s i r e d  impact bi 
focus ing  on what groups  of peop le  a r e  winning and l o s i n g  a s  a  
r e s u l t  of t h e  program. 

T3e moni to r ing  component w i l l  p roduce  two o u t ? u t s .  F i r s t  i s  t h e  
2evelopment and f r equen t  updat ing  of a  b r i e f  r e p o r t  based on a  
t a b l e  of  impact  i n d i c a t o r s  ( " t a b l e a u  d e  b o r d " ) .  T h i s  r e p o r t  w i l l  
5e supplemented  by t h e  i n f o r m a t i o n  g a t h e r e d  from p e r i o d i c  and 
s p e c i a l  s t u d i e s .  The second o u t p u t  w i l l  be s u p p o r t  f o r  t h e  
c o l l e c t i o n ,  2 n  a  q u a r t 2 r l y  b a s i s ,  and a n a l y s i s  of a  broader  s e t  
of d a t a  of  s o c i a l  and economic d a t a .  I t  i s  e n v i s a g e d  t h a t  t h e  
r e p o r t  and i t s  d i s t r i b u t i o n  w i l l  s e r v e  a s  one  forum f o r  f o c u s i n g  
:OR, p r i v a t e  s e c t o r ,  and donor a t t e n t i o n  on a s p e c t s  of t h e  PMPi? 
p rograa  which 3 r e  not  working a s  w e l l  a s  t h o s e  p a r t s  uh ich  a r e  
vorking w e l l .  

B. O r g a n i z a t i o n a l  S t r u c t u r e  

To a t t a i n  t h e s e  two o u t p u t s ,  a  Moni to r ing  ; n i t  w i l l  be c r e a t e d .  
3 e  e n i t ' s  work ? l a n  w i l l  o v e r s e e n  by a  P r o j e c t  Coord ina t ing  
Committee.  I t  w i l l  be comprised o f :  

o President of the ZOR SAP Monitoring Committee ( v h o .  is now 
a l s o  t h e  3 i r e c t o r  Genera l  of C o n j o n t u r e ,  M I N I P L A N )  a n d  
Committee Chai rperson;  

o D i r e c t o r  Genera l  of S t a t i s t i c s ,  M I N I P L A N ;  

o Tl?e long term T.A.  a d v i s o r  and c o u n t s r p a r t  r e s p o n s i b l e  f o r  
t h e  p r e p a r i n g  t h e  b r i e f  r e p o r t ;  

o 1 o r  2 p r i v a t e  s e c t o r  r e p r e s e n t a t i v e s ;  and 

o a  USAID r e p r e s e n t a t i v e .  

3 r g a n i z a t i o n a l l y ,  t h e  i l n i t  # i l l  work th rough  t h e  M i n i s t r y  of P l a n  
cnder  t h e  , g e n e r a l  s u p e r v i s o r y  d i r e c t i o n  of t h e  D i r e c t o r  Genera l  
of " C o n j ~ n c t u r e , ~  which t r a n s l a t e d  i s  e q u i v a l e n t  t o  " c u r r e n t  
economic s i t u a t i o n . "  The M i n i s t r y  of P l a n  has  o v e r a l l  
r e s p o n s i b i l i t y  f o r  t h e  G O R t s  SAP. The D i r e c t o r  Genera l  i s  t h e  
key G O R  t e c h n o c r a t  r e s p o n s i b l e  f o r  t h e  o v e r a l l  S t r u c t u r a l  
Adjustment  Program and t h e  PMPR. He heads  t h e  SAP Monitor ing 
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C o m , z i ~ t e e ,  a . 4 . a .  "committee de  S u i v i , "  ~ h i c h  i s  t h e  i n t e r -  
m i n i s c 2 r i a l  grodp r e s p o n s i b l e  f o r  c o o r d i n a t i n g  t h e  i m p ? e r r , s n t a t l ~ n  
an3 monitoring of t h e  SAP. 

T3e Mor,l?orinq i l n i t  w i l l  be c o ~ p r i s e d  of f o u r  c o n t r a c t  s t a f f .  
3 0  of  :he i l n i t ' s  s t a f f  w i l l  be long- t s rm e x p a t r i a t e  t e c h n i c a l  
a s s i s t a n c e  an3 t h e  ot'ner two w i l l  be lony- term Zxandan t e c h n i c a l  
a s s i s t a n c e .  One e x p a t r i a t e  a 3 ~ i s ~ r  and ?wandan c o u n t e r p a r t  w i  11 
5 s  r 2 s p o n s i b l e  f o r  developing  and c o o r d i n a t i n g  t h e  p roduc t io r ,  of 
t h e  b r i e f  r e p o r t ,  d r a f t i n g  t h e  t t r m s  of r e f e r e n c e  f o r  t h e  
p e r i o d i c  and o t h e r  s p e c i a l  s t u d i e s  t o  a s s e s s  impact ,  and 
over see ing  t h e  execu t ion  of t h e  c o n t r a c t s .  Ze/she and t 3 e  
Fwanian c o u n t e r p a r t  x i 1 1  York c l o s e l y  w i t h  t h e  D i r e c t o r  Genera: 
of Conjoncture  and r e p o r t  f r e q u e n t l y  t o  t h e  Y i n i s t e r  of ?:an. 
T h i s  e x p a t r i a t e  a d v i s o r  w i l l  a l s o  s e r v e  a s  t h e  U n i t ' s  
c o o r d i n a t o r .  

3 e  o t h e r  l o n g - t e r n  e x p a t r i a t e  a d v i s o r  and Rwandan c o u n t 2 r p a r t  
w i l l  a l s o  work under g e n e r a l  s c l ? e ~ v i s i o n  of t h e  3 i r e c t o r  Genera l  
of Con jan tu re .  Flowever, t h e y  w i l l  be working on a  d a i l y  b a s i s  
w i t h  t h e  Chief of t:?e A n a l y s i s  D i v i s i o n .  Toge the r ,  t h e  t h r e e  
w i l l  o v e r s e e  and h e l p  manage t h e  G O R ' s  q u a r t e r l y  s u r v e y  of 
econo,nic and s o c i a l  i n d i c a t o r s ,  which i s  c a r r i e d  o u t  by t h e  
A i n i s t r y  of P l a n ' s  D i r e c t o r a t e  of S t a t i s t i c s .  

In 2wan3a1 an o r g a n i z a t i o n  u n i t  who r e q u i r e s  survey d a t a ,  i n  t h i s  
c a s e  t h e  D i r e c t o r a t e  f o r  C o n j o n t u r e ,  g e n e r a l l y  works th rough  t h a t  
m i n i s t r y ' s  s t a t i s t i c a l  s e r v i c e ,  i n  t h i s  c a s e  t h e  M i n i s t r y  of 
?:an's 3 i r 5 c t o r a t e  of S t a t i s t i c s .  C o n j o n t u r e ' s  A n a l y s i s  3 i v i s i o n  
has  a i r e a d y  r e v i s e d  an e x i s t i n g  q u a r t e r l y  su rvey ,  e n t i t l e d  t h e  
" ~ i m e s t r a l I m  wi th  t h e  D i r e c t o r a t e  of S t a t i s t i c s .  Changes were 
s a d e  x i t h  t h e  i n p u t  of two e x p a t r i a t e  t e c h n i c a l  a d v i s o r s  i n  
S t a t i s t i c s .  O n e  i s  3 s p e c i a l i s t  o n  ecc~nomic  d a t a ,  t h e  other Dn 

s o c i a l  d a t a .  Flowever, t h e r e  have Seen d i f  f i c u l t l e s  i n  c o n p l e t i n g  
t h e  s u r v e y s ,  9 rocess ing  t 3 e  i n f o r m a t i o n ,  and producing r s s d l t s .  
In  fa"', a l though  t h e  s u r v e y s  have Seen u n d s r t a k e n ,  no q u a r t e r l y  
r e p o r t s  have been produced s i n c e  1930. 

1. Mechanisms f o r  Gat:?ar ing I n f o r m a t i o n ,  

Afcer r e c e i v i n g  concur rence  from t h e  P r o j e c t  C o o r d i n a t i o n  
Corr,mi?tee, t h e  Monitoring U n i t  w i l l  g a t h e r  infor ina t ion  i n  t h r e e  
d i f f e r e n t  ways: from e x i s t i n g  d a t a  s o u r c e s  and s u r v e y s ;  by 
c o n t r 3 c t l n g  wi th  p r i v a t e  f i r m s ,  i ~ c a l  and i n t e r n a t i o n a l ;  3 n d  5y 
sna11 d i r e c t  sd rveys  by Moni tor ing  i r n i t  s t a f f .  The r e l a t i ~ n s : ? i p  
Setween t h e  Committee, t h e  U n i t ,  and mechanisms f o r  c 0 1 l e c t i . y  
i n f o r ~ a t i o n  a r e  summarized i n  F i g u r e  1. b e l ~ w .  

F i r s t ,  t h e  Unit  would u t i l i z e  t o  t h e  e x t e n t  p o s s i b l e ,  d a t a  which 
a r e  a l r e a d y  a v a i l a b l e  i n  Rwanda, b u t  f r e q u e n t l y  i s  n e i t h e r  being 
u t i l i z e d  nor c u r r e n t l y  p u b l i s h e d .  Much of t h e  d a t a  c o l l e c t e d  i n  
Rwanda s i t s  f o r  long 2er  i o d s .  
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Most o f  t h i s  i n f o r m a t i o n  i s  naeroeconomic i n  n a t u r e ,  but  i t  a l s o  
i n c l u d e s  d e t a i l e d  s e c t o r  s t u d i e s ,  s u r v e y s  on employment and c o s t s  
of  p roduc t ion  by r e g i s t e r e d  f l r ins ,  and consumer p r i c e s  and 
a v 3 r l a b r l i t y  o f  goods. Th i s  ? i n d  of i n f o r m a t i o n  I s  a i r e a d y  being 
:a th?r?d  by t h e  GOR s t a t i s t i c a l  s 2 r v i s e s  i n  MIN:?LAN, o r  i n  o t h e r  
m i n i s t r i e s ,  such a s  t h e  m i n i s t r i e s  o f  iominerce, ? i n a n c e ,  and . Other e x i s t i n g  so,;rces i n c l u d e  t h a t  c o l l e c t e d  by 
p r i v a t e  S d s i n e s s  a s s o c i a t i 3 n s  and N G O ' s  ( C a r i t a s ,  S E R D I ) ,  a s  w e l l  
a s  r e p o r t s  funded by UNaP, World 3ank, YSAT3, and o t h e r s .  T5e 
l a t t 2 r  being r e l a t i v e l y  more concerned w i t h  t h e  s n a l l  and 
i n f o r n a l  p a r t s  of t h e  Rwandan ecDnomy. 

-4s p a r t  of t h i s  p rocess ,  one long- term a d v i s o r  and c o u n t e r p a r t  
and Chief of t h e  Ana lys i s  Div i s ion  w i l l  work t o  f u r t h e r  a d a p t ,  a s  
ns:essary, t h e  M I N I P L A N  q u a r t e r l y  s u r v e y  and t o  c o o r d i n a t e  w i t h  
t h e  o t k e r  ZOR s t a t i s t i c a l  s e r v i c e s .  T h i s  w i l l  f u l l y  occupy t h 2 l r  
t i n e .  T h i s  i s  a l s o  expected t h a t  t h e  U n i t  w i l l  work c l o s e l y  w i t h  
s t a f f  i n  M I N I P L A N ' S  D i r e c t o r a t e  of S t a t i s t i c s .  Such a  
c o l l a b o r a t i v e  r e l a t i o n s h i p  a l r e a d y  e x i s t s  between Conjonture  and 
S t a t i s t i c s  s t a f f ,  f u e l e d  i n  p a r t  by t h e  f a c t  t h a t  t h e  D . G .  of 
i o n j o n t u r e  i s  of h igher  s t a t u s  than  t h e  D . G .  of S t a t i s t i c s ,  and 
t h a t  he was most r e c e n t l y  t h e  D . G .  of S t a t i s t i c s .  

Second, t h e  moni tor ing  u n i t  would u n d e r t a k e  t h e i r  own r a p i d  
apgr . a i sa1  s i m i l a r  t o  t h e  one used f o r  t h e  c a s e  s t u d i e s  i n  Annex 
?,  These r a p i d  a p p r a i s a l s  would be conduc ted  by t h e  t e c h n i c a l  
advlsr3r  and 3wandan c o u n t e r p a r t  r e s p o n s i b l e  f o r  c o o r d i n a t i n g  t h e  
p roddc t ion  of t h e  b r i e f  r e p o r t .  A p p r a i s a l s  d i l l  be s m a l l  ( 1 0 - 2 0  
i n t e r v i e w e e s )  and f a s t  ( abou t  one week i n  d u r a t i o n ) .  They s e r v e  
two purposes .  F i r s t ,  they  w i l l  p r o v i d e  r a p i d  overview about  some 
a s p e c t  r ega rd ing  t h e  impact of s t r u c t u r a l  a d j u s t m e n t  on 
3 u s i n e s s e s ,  eTployees ,  and consumers. Second, they  w i l l  i d e n t i f y  
i s s z e s  r e q u i r i n g  a d d i t i o n a l  fo l low-up,  e i t h e r  a s  p a r t  of t h e  
q u a r t e r l y  su rvey  o r  a s  a  s p e c i a l  s t u d y .  

T h i r d ,  t h e  moni tor ing  u n i t  w i l l  work w i t h  Rwandan f i r n s ,  N G O s ,  
and U.S.-based f i r m s  t o  under t ake  focused  p e r i o d i c  and s p e c i a l  
s t u d i e s .  The MINIPLAN has  agreed t o  make h e a v i e r  use of 
c o n s u l t a n t s  than  i t  normally p r e f e r s  f o r  s e v e r a l  r e a s o n s .  I t s  
s t a f f  i s  a l r e a d y  burdened wi th  e x i s t i n g  job  r e q u i r e m e n t s ,  do no t  
have t h e  t e c h n i c a l  q u a l i f i c a t i o n s ,  s k i l l s ,  o r  e x p e r i e n c e  t o  do 
t h e  s t ~ d i e s .  I t  i s  a l s o  being t o  r e c o g n i z e  t h a t  i s  n o t  n e c e s s a r y  
or  p o s s i b l e  t o  have s t a f f  t h a t  can do e v e r y t h i n g ,  2 a r t i c u l a r l y  i n  
l i g h t  of t h e  G O R ' s  con t inu ing  budget problems and h i r i n g  f r e e z e .  

R e s u l t s  froin t h e  on-going monitoring of key i n d i c a t o r s  and r a p i d  
a p p r a i s a l s  w i l l  s e r v e  a s  a  g u i d e  a s  t o  which i n - d e p t h  s t u d i e s  a r e  
needed. For example, i t  is  a l r e a d y  c l e a r  t h a t  i n f o r m a t i o n  
rega rd ing  t h e  n i c h e s  se rved  by smal l  and micro  manufac tur ing  
e n t e r p r i s e s ,  bo th  men- and women-directed, and how well they  a r e  
se rved  by l a r g e r  i m p o r t e r s  of i n t e r m e d i a t e  goods i s  s c a n t .  A n  
a p p r a i s a l  would su rvey  such e n t e r p r i s e s  on t h e i r  views rega rd ing  
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t h e  I ~ ? a c t  3f t h e  new impor t  sys t em on t h e  a v 3 i l a b i l i t y  of i n p u t s  
they want .  a s e n d i n g  on t h e  r e s u l t s ,  a  c o n k r a c t  f o r  a  mor? i n -  
22pth  ; = , ~ j y  c 3 u l d  be conmiss ioned  t o ,  f g r  exampie,  q u a n t i f y  how 
t5ey a:? b e n e f i t t i n g .  r f  p r o b l e n s  a r e  I d e n t i f i e d ,  t h e  s t u d y  
e g u l d  id3nt i :y  them and p r o p o s e  s o l u t i o n s .  Other p r o j e c t s ,  l i k e  
JSAID'S 23IMZ p r o j e c t ,  c o u l d  t r y  t o  inp lement  proposed s o l u t i o n s ,  
e . g . ,  o r g a n i z e  s e s s i o n s  between i n f o r m a l  s s c t o r  manuf2c tu r? r s  and 
i n p o r t e r s ,  and s o  f o r t h .  S t u d i e s  t o  fo l low-up  on a  p e r i o d i c  
h a s l a ,  f o r  example, a t  s ix -month  i n t e r v a l s  f o r  18 months,  would 
a l s o  be commissioned. Then,  i f  jlldqed u s e f u l ,  t h e y  c o u l d  be 
3dapted  t o  become p a r t  of t h e  s t u d y  c o u l d  be i n c o r p o r a t e d  i n  t h e  
qua r  t 2 r  :y MIN:?LAN s u r v e y .  

. \nother  2 r i o r i t y  a r e a  of b o t h  t h e  GOR and USA19 i s  t o  a n a l y s i s  of 
changes  i n  t h e  e f f i c i e n c y  of Rwandan f i r m s  i n  t h e  m a n a f a c t u r i n g  
s e c t o r ,  a s  measured by NRP, ERP, D R C s .  A s t u d y  w i l l  c o n s t r d c t  a  
c o n s i s t e n t  b a s e - l i n e  d a t a  s e t  drawn on s i m i l a r  e a r l i e r  s t ~ d i e s ,  
t h e n  u p d a t e  the a n a l y s i s  a t  t h e  end of t h e  P M P R ' s  f i r s t  y e a r .  
4 n o t h t r  f o l l o v - o n  would be p l anned  a  y e a r  l a t e r .  

:he i n t e n t  is  t o  g a t h e r  d a t a  i n  an  unb ia sed  and u n t h r e a t e n i n g  w3y 
I n  o r d e r  t o  make c l e a r  t h a t  t h e  mon i to r ing  of p r i v a t e  f i r n s  i s  
not  c g n f l s e d  wi th  any of t h e  g o v e r n m e n t ' s  r e g u l a t o r y  a c t i v i t i e s ,  
S ,,, a s  t a x a t i o n .  The use of c o n t r a c t o r s ,  bo th  t h o s e  from t h e  
Moni tor ing  Unit  i t s e l f  o r  from c o n t r a c t e d  p r i v a t e  f i r n s ,  w i l l  
f u r t h e r  h e l p  a l l a y  t h e  p r i v a t e  s e c t o r ' s  c o n c e r n s .  F o r t u n a t e l y ,  
i t  a l s o  h e l p s  t h a t  MINIPLAN d o e s  no t  have any r e g u l a t o r y  
r e s p o n s i b i l i t i e s .  

2 .  D i s t r i b u t i o n  of I n f o r m a t i o n .  

- -.., '- o p l a n n e 3  flow of information from the Unit is illustrated in 

? i g u r e  2 below. T h e  Un i t  can be s e e n  a s  g a t h e r i n g  f o u r  t y p e s  of 
i n h r ~ a t i o n :  ( i )  macroeconomic d a t a ;  ( i L )  manufac tu r ing  s e c t o r  
d a t a ;  ( i i i )  commercial s e c t o r  d a t a ;  and ( i v )  consumer d a t a .  

:he i n f o r m a t i o n  g a t h e r e d  would be p r3v ided  t o  t h e  GOR S t r u c t u r a l  
A i j l ~ s t m e n t  Monitor ing Commit tee  and p r i v a t e  s e c t o r  g r o u p s  such  a s  
t h a  A s s o c i a t i o n  of F t~andan  N a n ~ ~ f a c t u r e r s .  I t  i s  i n t s n d e d  t h a t  
t h e  i n f o r m a t i o n  s e r v e  a s  a  asefq l l  forum f o r  d i s c u s s i o n  b e t g s e n  
t h e  533 and t h e  p r i v a t e  s e c t o r  t ' r~ roughou t  t h e  program p z r i 7 d .  

C. Monitoring Unit Implementation Plan 

The H o n i t o r i n g  Unit  i m p l e m e n t a t i o n  p l a n  c o n s i s t s  of a  i n t e r i m  
phasz  which then  w i l l  be deve loped  i n t o  a  s e p a r a t e  p r o j e c t .  The 
i n t e r i m  phase  w i l l  l a s t  no l o n g e r  t h a n  12 months. During t h a t  
p e r i o d ,  t h e  fo l low-on  p r o j e c t  w i l l  be des igned  by USAID and t h e  
G O R .  . 
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F i c ~ t r r e  2: Information Flow 
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I n i t i a l l y ,  USAI3's on-cj'oing .:Z?.SP p r o j e c t ,  ?RIY3 (636 -0127)  g i l l  
be used  t o  g e t  F ' Y F R ' s  m o n i t o r i n g  s y s t e n  f . : ne t i on ing .  P 3 I Y Z  I s  an 
o n - q ~ i n ;  :JS\:3 p r o j e c t  w i t : ?  t h e  Y I N I P L A N  w3os2 ? d r p o s e  i s  50 
promote t 3 e  deve lopment  of s a 3 l l  and medium p r i v a t e  e n t e r p r i s e s .  
Y ; N I ? L A N  and 3 S A 1 3  have  a g r e e 3  t h a t  i t  ~ o u l d  be most e x p e d i t i o c s  
t o  u s e  P?.I:43 a s  t h e  v e h i c l e  t o  ; e t t i n g  t 5 e  U n i t  o p e r a t i n g .  

?a:MZ w i l l  p r o v i d e  d o l l a r s ,  l x a l  c u r r e n c y  s u p ? o r t ,  t h e  p a r t - t i ~ e  
s e r v i c e s  of P X I N E ' S  c u r r e n t  long - tzrm a d v i s o r  and use o f  ??,INZ 
f a c i l i t i e s .  T h i s  Augus t ,  USA13 and t h e  GOR w i l l  amend ??:HZ t o  
add $493,000 f o r  t h i s  component .  The MINIPL-4N and  USA13 have 
a g r e e d  t o  u s e ,  a s  n e c e s s a r y ,  l o c a l  c a r r e n c y  g e n e r a t e d  froin 
? X I H E ' S  c a s h  t r a n s f e r  p rogram.  ? r e s e n t l y ,  t h e r e  i s  more t h a n  t h e  
e q u i v a l e n t  of $ 3 . 5  m i l l i o n  a v 3 i l a b l e ,  a l t h o u g h  much l e s s  i s  
e x p e c t e d  t o  be u s e d .  Given  t h e  s i m i l a r i t y  5etween t h e  f u n c t i o n s  
and s k i l l s  PRIMZ's c u r r e n t  long- te rm a d v i s a r  and t h e  Moni tor ing  
3 n i t ' s  c h i e f  a d v i s o r ,  MINIPL.4Y and USA13 a g r e e d  i t  would be 
u s e f u l  draw upon t h e  PSIME a d v i s o r ' s  a v a i l a b i l i t y ,  c o n t a c t s ,  and 
e x p e r i e n c e  t o  g e t  s e v e r a l  a p p r a i s a l s  and s t u d i e s  s t a r t e d ,  and 
c o n t r a c t  f o r  t 3 e  Y n i t ' s  two Rwandan c o c n t e r p a r t s .  MINIPLAN and 
USA13 have a g r e e d  t o  a d j c s t  t h e  workload of  P R I N E ' s  a d v i s o r  t o  
r e l e a s e  up t o  40 p e r c e n t  of h i s  time t o  the  Mon i to r ing  U n i t  
a c t i v i t i e s .  

I n  t h e  meant ime,  t h e  MINIPLAN and USA13 w i l l  s e ek  and e v a l u a t e  
c a n d i d a t e s  f o r  t h e  U n i t ' s  two e x p a t r i a t e  p o s i t i o n s .  Given t h e  
i m p o r t a n c e  of t h e s e  p o s i t i o n s ,  f i n a l  c a n d i d a t e s  w i l l  f i r s t  be 
c o n t r a c t e d  on a  s h o r t - t e r m  b a s i s  t o  work on a  M a n i t o r i n g  U n i t  
t a s ~ .  3e2ending  on when t h e y  a r 2  f i n a l l y  s e l e z t e d ,  t h e  l ong - t e rm 
a j - ~ i s a r s  c o u l d  be funded  p a r t i a l l y  under t 'ae ??,IYE, and t h e c  be 
f~l-lnded ande r  t h e  p l a n n e d  f o l l o v - o n  p r o j e c t ,  s u b j e c t  t o  i t  be ing  
approved  and t h e  a v a i l a b i l i t y  o f  f u n d s .  P r e s e n t l y ,  the fo l l ow-an  
p r o j e c t  is  e n v i s a g e d  t o  be  f o r  t h r e e  y e a r s  and have  a  l i f e - o f -  
p r o j e c t  (LOP) o f  $5 .0  m i l l i o n .  

During t h e  i n t e r i m  p e r i o d ,  t h e  My's a d m i n i s t r a t i v e  and l o g i s t i c a l  
3 r rangernents  w i l l  be p r a v i d e d  f o r  by ?21!4E and MINIPL-4N. The 
: 4 ~ 2 i t o r i n g  U n i t ' s  c h i e f  a d v i s 3 r ,  i f  h i r e d  b e f o r e  t h e  s t a r t  of t h e  
f.3L;g:i-on p r o j e c t ,  and  h i s / h e r  c o u n t e r p a r t  w i l l  3e  l o c a t e d  a t  
?3IM3. The o t h e r  two w i l l  be l o c a t e d  i n  YINIPLAN w i t h  t h e  C:?ief 
of t h e  A n a l y s i s  D i v i s i o n .  Ddrin3 t h e  d e s i g n  of  t h e  fol:3w-on 
p r o j e c t ,  a d e c i s i o n  on whether  the  two a t  ? R I M 2  w i l l  be moved 
i n t o  m i n i s t r y - p r o v i d e d  f a c i l i t i e s  o r  r e n t  a  s e p a r a t e  f a c i l i t y .  
The o t h e r  two w i l l  r ema in  i n  YINIPLAN, g i v e n  t h a t  t h e y  w i l l  b e  
working v e r y  c l o s e l y  w i t h  t h e  3 i r e c t o r a t e  of S t a t i s t i c s .  
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1. I l l u s t r a t i v e  S c h e d u l e  o f  M o n i t o r i n g  U n i t  
I m p l e m e n t a t i o n  A c t i o n s  

T a b ; ?  1 4 .  E s t i n a t e d  Implemen 'a t ion  S c h e d u l e  of  :he Y o n i t o r i n q  . . u n i t .  

P.ct i v i t y  D a c ?  .:ction A g e l t s  
S e l e c t i o n  p r o c e s s  f o r  t h e  

c 5 i e f  o f -  t h e  M o n i t o r i n g  
U n i t  ( N U )  Se,qun 3 3  Fk' 91  G O R ,  USAID 

PRIYS Amendment f o r  a d d i t i o n a l  
f ~ n d i n y  s i g n e d  43 F? 9 1  G O R ,  USAID 

a e g i n  r a p i d  a p p r a i s a l s  o f  i n p a c t  of  
t h e  new i m p o r t  s y s t e m  on 
r?;?et ing n e e d s :  - - s a a l l  and mic ro  enterprises, 
- - l a r . 3 e  f i r m s  
- - p o o r e r  consumers  49 F-1 PRIME, G O R ,  US.413 

S e l e c t i o n  p r o c e s s  b e g i n s  f o r  :k2 
two 3wandan a d v i s o r s  a n d  
s e c o n d  e x p a t r i a t e  a d v i s o r  1 Q  FV 92 G O R ,  P 3 1 Y E t  USA13 

3 a s e d  on r e s u l t s  of  a ~ p r a i s a ? ~ ,  
l e t  one  o r  two c o n t r a c t s  f o r  
f o c u s e d  s t u d i e s  1Q FY 92 P R I M Z ,  USAID 

S h o r t - t e r m  C o n t r a c t  s i g n e d  w i t h  
c a n d i d a t e  f o r  C h i e f  o f  MJ, t o  a s s i s t  
MIN:PL.4N i n - h o d s e  a s s e s s m e n t  o f  
p a r t s  o f  SAP i n  p r e p a r a t i o n  f o r  
;?-c3minys  I3R3 and IMF c o n s ~ ~ l t a t i o n  
visits 12 F Y  3 2  G O R ,  PRIMS, U S A I 3  

Deve lop  PID f o r  f o l l o w - o n  
MU p r o j e c t  1 2  F'i 9 2  USAID, G O R ,  

REDSO/ESA ( ? ) 

322ed on  s u b s e q u e n t  a p p r a i s a l s ,  
l e t  o n e  o r  two c o n t r a c t s  f o r  
f o c u s e d  s t u d i e s  22 Pk' 32 PRIYZ, US413 

D e s e l o ?  PP  f o r  f o l l o w - o n  
p r o j e c t  

M o n i t o r i n g  U n i t  ProAg s i g n e d  39 F ?  92 G O R ,  USAID 
P I L  No. 1 on  Cps i s s u e d  

and M o n i t o r i n g  U n i t  p r o j e c t  
i m p l e m e n t a t i o n  b e g i n s  30 FY 92 USAID 
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Table 15. Summary B u d g e t  E s t ~ m a t e s  for M o n i ~ o r ~ n y  C o m p o n e n t .  

FY 1992 FY 1993 FY 1994 lT 1995 TOTAL 
'33 i i iJFfGl)u ' 3  EiJF 'GG3 F s  i t v i F ' S G  U s  RwFeOOO USS Rwf'000 

PRIME (6964127) 

A. LOW-term T e c m m ( a )  
1 .  EXplAd~15~1,  COP 

short-term cor~ulb~Ey ( I  j 

1 o~ -1er m contract 
2. Expt Adis01 

,liGn-tam Cirl6Ultd1Cy (i j  
lor%-term conuacr 

3. Rwandan Economkt@) 
1. RWirda ECiJrrGm(t) 

I .  ~rport  ~ o ~ l c y  Renw/Promoaon 60,ooo 960 o 
2. impirii I J i i i l ~  irf S I L ~  Er1leQifi6 d... au,irGO Fdir il 

3 ~ f f ~ c ~ ~ x y  of Formal L1anuf~tmr~3. 30,000 720 o 
1. I m p t  cn SmaVNiIcro MihuiZUrurucj 

ard Commerrwl Fnterpnses 30,000 960 0 
5. BunrSs E ~ l b t I G l S  15,250 960 0 

6. ~ m p z t  on Rlnal art1 Urban Cortjumers 15,250 960 o 
7. support for Rqld As5essments o 900 o 

continued on following page. . .  
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Table 15. Summary Budget Est~males for Mon~torlny Component. (cont i n u e d  . . . ) 

hiaft-pldAwarrand 

wicg warms mow (6!&4136) 

(follow-on propct for 
M ~ i t h e  Urit) (C j 

Ln 

3r Sub-TON, All CoM 

FY 1992 !Y 1993 FY 1994 FY 1995 TOTAL 

- IiwF 'GJ ii4 RwF1ti3 G G  RdF'GG U s  RwF.000 i3Q OS$ RwF '000 

TOTAL f a  PIO@ 

(ns e*fl at RwCWe1 

{a) Estimate includes money for prrl~mimry short-term consultancy and parlial fund~ng of long-term contract. While USA10 
will try to hire the advisors as PSCs, the estimate allows for an insthutionat contractor. 
@) Estimate consists of standard benefit packaye for local consultants, including shray, rent, and tmnsport. 

(c) Local costs will be p n  of GOR contribution. 
(d) If an individul  is not hired, a locsl Zmnilan ccjrtsutiing ~ I I ,  fir i 4 a  f i - 8 ~ ~  Ze ~ i i f i i i ~ ~ i ~ d .  
(e) Value of other GOR contributions, such as facilities, have not been included at this time. 
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D .  Key Zndicators  t o  be Tracked i n  t h e  XaSle3u de  30rd 

The primary emphasis of t h e  USAID-supported system will be on t h e  
2 f f e c t s  of  t h e  A.I .D.-supp3rt?d r e f o r a s  on m a n u f s c t u r i n j  and 
comm2rcial s e c t o r s  i n  terms of c o m p e t i t i o n ,  b u s i n e s s  development ,  
p r o d u c t i o n ,  consumer i s s u e s ,  and employment. Most of t h e  
s e l e c t e d  i n d i c a t o r s  w i l l  be a t  t h e  micro  and s e c t o r a l  l e v e l ,  
a l though  some macro i n d i c a t o r s  w i l l  be moni tored .  

The r a t i o n a l e  fo r  t h i s  emphasis  i s  t h a t  o f t e n  t h e  p e o p l e - l e v e l  
i n p a c t  of s t r u c t u r a l  ad jus tmen t  i s  over looked  by f o c u s i n g  most of 
t h e  a t t e n t i o n  on ~ a c r o e c o n o m i c  i n d i c a t o r s .  In a d d i t i o n ,  i n  
3wanda, most of t h e  key macroeconomic i n d i c a t o r s  ( e . g . ,  b a l a n c e  
of ?ayments,  e x p o r t s ,  p u b l i c  f i n a n c e ,  d e b t ,  GD? g rowth ,  d o m e s t i c  
s a v i n g s ,  e t c , )  a r e  a l r e a d y  being g a t h e r e d  and c l o s e l y  watched by 
t h e  !?wandan a u t h o r i t i e s  such  a s  t h e  C e n t r a l  Bank, M i n i s t r y  of 
F inance  and t h e  Minis t ry  of P l a n n i n g ,  a s  well a s  by i n t e r n a t i o n a l  
i n s t i t u t i o n s  such a s  t h e  World aank and t h e  IMF. 

In de termining  w5ich i n d i c a t o r s  t o  t r a c k  i n  t h e  USAI3-supported 
moni tor ing  e f f o r t ,  t h e  emphasis  was on i d e n t i f y i n g  u s e f u l  d a t a  
t h a t  i s  not  c d r r e n t l y  being t r a c k e d  by t h e  G O R  i n  i t s  m o ~ i t o r i n g  
program. The G O R  i s  a l r e a d y  t r a c k i n g ,  w i t h  t h e  World Bank and 
IMF, a  number of key macroeconomic v a r i a b l e s .  T h u s ,  t h e  
Monitoring U n i t  w i l l  not  become t o o  i n v o l v e d  i n  t h a t  a r e a  clnless 
l a t e r  asked t o  do s o  by t h e  G O R .  

The GOR i s  a l s o  inplement i !~g,  w i t h  World Bank and UNDP 
a s s i s t a n c e ,  a  " t a b l e a u  de  bord" f o l l o w i n g  key s o c i a l  and pover ty  
i n d i c a t o r s .  T3 i s  a s s i s t a n c e  i s  p rov ided  a s  p a r t  of t h e  S o c i a l  
3 i n e n s i o n s  of Adjustment (SDA) p r o j e c t .  These i n d i c a t o r s  i n c l u d e  
loca ' ion of t h e  poores t  g r o u p s  ( income l e v e l s ) ,  n u t r i t i o n a l  
s t a t u s  of d i f f e r e n t  segments of t h e  p o p u l a t i o n s ,  food 
consumption,  e d u c a t i o n a l  s t a t u s ,  and s o  f o r t h .  S i m i l a r  t o  t h e  
macrz~ d a t a  t r a c k i n g ,  t h e  USAI3-sponsored U n i t  xould o n l y  become 
involved i n  t h i s  a r e a  t o  t h e  e x t e n t  t h a t  MINIPLAN and USAID 
i d e n t i f y  p o s s i b l e  d a t a  not  be ing  covered  i n  t h e s e  a r e a s ,  conc lude  
t h e r e  is  a  need t o  do s o ,  and d e t e r m i n e  t h a t  t h e  o t h e r  d o n a r -  
suppor ted  d a t a  c o l l e c t i o n  and a n a l y s i s  a c t i v i t i e s  w i l l  no t  be 
a b l e  t o  make t i n e l y  a d j u s t m e n t s  i n  t h e i r  p rocedures .  

T O  h e l p  d e t e r n i n e  which s e c t o r  and macraecanomic d a t a  t o  t r a c k ,  
t h e  p r o c e s s  s t a r t e d  w i t h  l i s t i n g  t h e  key economic reforms and 
t r a c i n q  t h e i r  impact on t h e  g r o u p s  w i t h  which USAID and t h e  G O R  
a r e  concerned t o  see whether t h e y  a r e  t h e  d e s i r e d  r e s u l t s .  T h e  
s u g g e s t e d  " t a b l e a u  d e  bord" w i l l  s e r v e  a s  t h e  s t a r t i n g  p o i n t .  I t  
i s  by no means e x h a u s t i v e .  A d d i t i o n a l  i n d i c a t o r s  may be added 
and o t h e r s  dropped, a s  e x p e r i e n c e  implementing t h e  PMPR program 
s u g g e s t s .  

The key i n d i c s t o r s  t o  be t r a c k e d  a long w i t h  t h e i r  s o u r c e  and 
f requency i n  t h e  t a b l e a u  below: 
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T a b l e  1 6 .  S u g g e s t e d  T a b l e a u  d e  Bord of Key Economic I n d i c a t o r s .  

1. Fmploynen t  
t o t a l  a n d  
by s e c t ~ r ( a )  

2 .  CTI d a t a  

3 .  E x p o r t s  
t r a d i t i o n a l  
t n o n - t r a d .  

4 .  F o r e i g n  e x c h a n g e  
r e s 2 r v e s  

5. F o r e i g n  e x c h a n g e  
a l l o c a t i o n s  

B u s i n e s s  3 e v e l o p m e n t  

1. N O .  o f  r e g i s t e r e d  
f i r m s  ( 2 x i s t i n g  # 
and # of new 
a p p r o v a l s )  

2 .  Y e w  i n v e s t m e n t  
f o r e i g n  and  
c a t  i o n a l  

3 .  Xumber and  
v a l u e  o f  SOY 
d i v e s t i t u r e s  

3 : r e q : l e n c y  o f  S o u r c e  
C o l l e c t i o n  

q l ~ a r  t e r  l y  

a n n i l a l l y  

q u a r t e r l y  

inonthly  

q u a r t e r l y  

a n n u a l l y  

b i  - a n n d a l l y  

BEST AVAILABLE COPY 
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Y i n i s t r y  of  
P u b l i c  S e r v i c e  

M i n i s t r y  o f  ? l a ? ,  
S t a t i s t i c a l  Ser- ice 

C e n t r a l  Bank 

C e n t r a l  Bank 

C e n t r a l  3ank  
M i n i s t r y  o f  Comrnerze 

M i n i s t r y  o f  Commerze 

M i n i s t r y  of  I n i 2 s : r ; ~  
C e n t r a l  a a n k  

M i n i s t r y  o f  F i n a n c e  



Table 16.... continued 

Frequency of 
Collect ion 

Source 

1. Employment 
sector and 
firn level 

quartsr ly Ministry of Industry 
rapid appraisals 
MINIPLAN Trimesfcal 

2. Imported vs. 
local raw 
material use 

quarterly rapid appraisals 
MU focused study 
MINIPLAN Trimestral 

3. Level of 
sales(b) 

quarterly rapid appraisals 
MINIPLAN Tr iinestral 

4. Capacity 
utilization 

quarterly rapid appraisals 
MINIPLAN Trimestral 

5. va?ae added quarterly 

yearly 

rapid appraisal 

6. Efficiency 
analyses 
(3RCs etc) 

contract study 

7. Susiness 
expectations 

quarterly 
or as demanded 

rapid appraisal 
MINIPLAN Trimestral 

Srn.sll Scale Industry 

quarterly 

quarterly 

rapid appraisals 
contract studies 

2. Imported vs, 
local raw 
material use 

rapid appraisals 
contract studies 

3. Capacity 
utilization 

quarterly rapid appraisals 

quarterly rapid appraisals 
contract studies 

5. 3usi2ess 
expectat ions 

quarterly 
or as demanded 

rapid appraisal 
MINIPLAN Tr imestral 

BEST AVAILABLE COPY 



T a b l e  1 6 .  ... con t inued  

Data  

Commercial S e c t o r  

1. Employment 
s e c t o r  and 
f i r m  l e v e l  

3 .  P r i c e s  

Frequency of Source 
C o l l e c t i o n  

q u a r t e r l y  M i n i s t r y  of Commerce 
r a p i d  a p p r a i s a l  
c o n t r a c t  s t u d i e s  
M I N I P L A N  T r i m e s t r a l  

q u a r t e r l y  

q u a r t e r l y  

r a p i d  a p p r a i s a l  
MINIPLAN T r i m e s t r a l  

r a p i d  a p p r a i s a l  
M I N I P L A N  Tr i m e s t r a l  

4 .  B u s i n e s s  q u a r t e r l y  r a p i d  a p p r a i s a l  
e x p e c t a t  i o n s  o r  a s  demanded MINIPLAN T r i m e s t r a l  

Consumers 

1. Urban e x p e r i e n c e s  q u a r t e r l y  r a p i d  a p p r a i s a l  
and e x p e c t a t i o n s ( a )  o r  a s  demanded c o n t r a c t  s tud ies  

2 .  R u r a l  e x p e r i e n c e s  q u a r t e r l y  r a p i d  a p p r a i s a l  
and e x p e c t a t i o n s ( a )  o r  a s  demanded c o n t r a c t  s t u d i e s  

( a )  i n  a l l  c a s e s ,  d a t a  on employment and management, e x p e r i e n c e  
w i t h  r e fo rm and e x p e c t a t i o n s ,  w i l l  be d i s a g g r e g a t e d  by g e n d e r .  
( b )  i n f o r m a t i o n  w i l l  be d i s a g g r e g a t e d  t o  i d e n t i f y  e x p o r t s  or  
e x p o r t - r e l a t e d  s e r v i c e s  ( t r a n s p o r t ) .  

I n  t h e  f o l l o w i n g  t a b l e ,  i n t i t i a l  b a s e l i n e  d a t a  a v a i l a b l e  a t  t h i s  
t i m e  i s  p r e s e n t e d  t o  i n d i c a t e  t h e  c u r r e n t  s t a r t i n g  p o i n t  f o r  t h e  
t a b l e a u  d e  bord:  



T a b l e  1 7 .  B a s e l i n e  Data for  t h e  T a b l e a u  d e  Bord 

D a t a  

Macroeconomic  D a t a  

1. Employment 
t o t a l  a n d  
by s e c t o r  

2. CPI  d a t a  

3 .  E x p o r t s  
t r a d i t i o n a l  
+ n o n - t r a d .  

4 .  F o r e i g n  e x c h a n g e  
r e s e r v e s  

5 .  F o r e i g n  e x c h a n g e  
a l l o c a t i o n s  

B u s i n e s s  D e v e l o p m e n t  

1990-1991 S o u r c e  
B a s e l i n e  

t o t a l  employment= M i n i s t r y  of  
3 .43  m .  P u b l i c  S e r v i c e  
f o r m a l  s e c t o r =  
308.5 t h o u s .  

t r a d i t i o n a l  
e x p o r t s  ' 9 0  
$233 m .  

J u n e  ' 9 1  
$ 46 m .  

J u n e  ' 9 1  - 
$ 16.9 m .  

1. No. o f  r e g i s t e r e d  t o  be c o n f i r m e d  
f i r m s  ( E x i s t i n g  # 
and  # o f  new 
a p p r o v a l s )  

2 .  N e w  i n v e s t m e n t  
f o r e i g n  a n d  - 
n a t i o n a l  

3 .  Number a n d  
v a l u e  of SOE 
d i v e s t i t u r e s  

1990 = 
Frw 128m 

9  d i v e s t i t u r e s  
s c h e d u l e s  f o r  
1 9 9 1  

M i n i s t r y  o f  P l a n ,  
S t a t i s t i c a l  S e r v i c e  

C e n t r a l  Bank 

C e n t r a l  Bank 

C e n t r a l  Bank 
M i n i s t r y  o f  
Commerce 

M i n i s t r y  o f  Commerce 

M i n i s t r y  of  I n d u s t r y  
C e n t r a l  Bank 

M i n i s t r y  of  F i n a n c e  



T a b l e  1 7 ,  C o n t i n u e d , , . .  

F ~ r ~ a l  Y?i? , i f3ctur ing S e c t o r  

1. Employment 1 1 , 2 4 1  
s e c t o r  and employed 
f i r m  l e v e l  

2.  Impor ted  v s .  a v e .  of 60% 
l o c a l  raw impor ted  
m a t e r i a l  u s e  

3. L e v e l  of 
s a l e s  

4 .  C a p a c i t y  
u t i l i z a t i o n  

5 .  Va lue  added 

6. E f f i c i e n c y  
a n a l y s e s  
( D R C s  e t c )  

Sma l l  S c a l e  I n d u s t r y  

1. Employment 

2 .  Impor ted  v s .  
l o c a l  
m a t e r i a l  u s e  

3.  C a p a c i t y  
u t i l i z a t i o n  

4 .  S a l e s  

Commercial S e c t o r  

1. Employment 
s e c t o r  and 
f i r m  level 

2 .  S a l e s  

3. P r i c e s  

90/91 - 
30% down 
on 1989 
( 7 0  t o  100 m .  
FrW. 

35% avenge 

27% a v e r a g e  

ERP r a n g e s  
-1209% t o  

1419% 

118,OO 

80% l o c a l  

63% 

1 - 4  m .  Frw 

M i n i s t r y  of I n d u s t r y  

r a p i d  a p p r a i s a l s  

r a p i d  a p p r a i s a l s  

r a p i d  a p p r a i s a l s  

r a p i d  a p p r a i s a l  

PRIME r e p o r t  

M i n i s t r y  of I n d u s t r y  

MAPS 

SERDI 

M i n i s t r y  of I n d u s t r y  
r a p i d  a p p r a i s a l  

down 30% on 1989 M i n i s t r y  of Commerce 
r a p i d  a p p r a i s a l  

down 25% on 1989 r a p i d  a p p r a i s a l  

i n c r e a s e d  50% r a p i d  a p p r a i s a l  



V I I  . PROGRAM IMPACT AND B E N E F I C I A R I E S  

A .  Overview. 

T h i s  s e c t i o n  d i s c u s s e s  t h e  PM?R1s  p r o j e c t e d  s o c i a l  and economic 
impact .  A more d e t a i l e d  d i s c u s s i o n  i s  found Annex F ,  t h e  S o c i o -  
Zzonomic Assessinent of Program Impact .  The u l t i m a t e  
b e n e f i c i a r i e s  w i l l  be: 

- - r ~ r a l  and urban Rwandans who w i l l  have a  g r e a t e r  supp ly  
and v a r i e t y  of r e q u i r e d  and d e s i r e d  goods and s e r v i c e s  
t o  purchase ,  some a t  lower r e a l  p r i c e s ,  and 
subsequen t ly  

- - Rwandans who w i l l  be employed a s  a  r e s u l t  of new 
produc t ion  a c t i v i t i e s ,  bo th  f o r  domest ic  and e x p o r t  
markets ,  i n  t h e  r e s t r u c t u r i n g  manufacturing and 
commerce s e c t o r s .  

Given Rxandan s o c i a l  s t r u c t u r e s ,  new employment w i l l  r e s u l t  i n  
p a r t  of t h e  incone ea rned  being t r a n s f e r r e d  t o  r u r a l  a r e a s .  
Linkages  and t h e  pass ing  of a s s i s t a n c e  from non-farm workers back 
t o  t h e  farm t3rough t h e  ex tended  f a m i l y  s t r u c t u r e s  a r e  very  
s t r o n g  t r a d i t i o n a l  s o c i a l  s t r u c t u r e s .  Given Rwanda's a d e q u a t e  
road networ k t  by sub-Saharan s t a n d a r d s ,  and l a r g e  number of 
t r a d e r s  and r u r a l  merchants ,  t h e  a d d i t i o n a l  goods produced by t h e  
manufac tu r ing  s e c t o r  a r e  f u l l y  e x p e c t e d  t o  be d i s t r i b u t e d  wide ly  
th roughou t  t h e  coun t ry .  

I f  p a s t  e x p e r i e n c e  i n  Rwanda can  be used a s  a  rough g u i d e ,  t h e  
number of women-directed f i r m s  w i l l  a l s o  grow. Roughly one-f i f  t h  
o f  a l l  new b u s i n e s s e s  w i l l  be women-directed and they  w i l l  
account  f o r  roughly one-f i f  t h  of a l l  new employment. Of t h e  
d o ~ e n - d i r e c t e d  e n t e r p r i s e s ,  an overwhelming pe rcen tage  ( 9 0  
?? :c?nt )  of them can be expec ted  t o  be s m a l l  and micro 
e n t s r ? r i s e s .  About t w o - t h i r d s  of t h e  women w i l l  begin  a c t i v i t i e s  
i n  commerce w i t h  most of t h e  remainder  being i n  s m a l l  and micro 
mandfac tur ing  a c t i v i t i e s .  

3 .  P e ~ p l e - L e v e l  Impact .  

The PMP2's w p e o p l e - l e v e l w  impact ,  p a r t i c u l a r l y  on employment and 
o u t p ~ t ,  can be more c l e a r l y  s e e n  by d e t a i l i n g  t h e  l i n k a g e s  
between the  u l t i m a t e  and i n t e r m e d i a t e  b e n e f i c i a r i e s .  A d d i t i o n a l  
d e t a i l  on t h e  l i n k a g e s  can found i n  Annex G I  Cases S t u d i e s .  
I n t e r m e d i a t e  b e n e f i c i a r i e s  i n c l u d e  c u r r e n t l y  e f f i c i e n t  
manufac tu res  and commercial c o n c e r n s ,  i m p o r t e r s ,  shopkeepers ,  and 
t r a n s p o r t e r s .  



C u r r 2 n t l y  e f f i c i e n t  manufac tu re r s ,  a s  measured by how e f f i c i e n t l y  
t 5 e y  make use  of l o c a l  and imported i n p u t s  ( e . g . ,  measured by 
domest ic  r e s o u r c e  c o s t  - -  DRC - -  a n a l y s i s )  have been c o n s t r a i n e d  
by  3ove:nment p o l i c i e s .  They w i l l  b e n e f i t  from non- 
d i s c t i n i n a t o r y  a c c e s s  t o  f o r e i g n  exchange ,  fewer c o n s t r a i n t s  
r eqa rd ing  t h e  t y p e  of i t ems  which can be impor ted ,  fewer p r i c e  
and margin c o n t r o l s .  Having g r e a t e r  freedom i n  making p roduc t ion  
and market ing d e c i s i o n s  i s  expected  t o  s t i m u l a t e  e f f i c i e n t  
n a n u f a e t ~ r e r s  t o  i n c r e a s e  employment and o u t p u t  i n  t h e  f i r s t  
i n s t a n c e .  Small  r u r a l  and urban s h o p k e e p e r s ,  and t r a n s p o r t e r s  i n  
t h e  commercial s e c t o r  w i l l  b e n e f i t  from a  g r e a t e r  p r o d u c t i o n  
which they  can then  buy and s e l l .  U l t i m a t e l y ,  Rwanda's consumers 
w i l l  b e n e f i t  from having an i n c r e a s e d  s u p p l y  of goods .  

To economize on t h e  i n c r e a s e d  p r i c e  of f o r e i g n  exchange ,  t h e s e  
f i r m s  a r e  expec ted  t o  seek  out  ways t o  t a k e  g r e a t e r  advantage  of 
l o c a l  i n p u t s .  T h i s  would s t i m u l a t e  a  second round e f f e c t  on 
e n t e r p r i s e s  a l r e a d y  b e n e f i t i n g  a  l i t t l e  o r  h e r e t o f o r e  not a t  a l l  
from formal  manufac tur ing  a c t i v i t y .  Based on t h e i r  f i r s t  round 
of e x p e r i e n c e ,  e f f i c i e n t  manufac turers  c o u l d  be expec ted  t o  
i n c r e a s e  t h e i r  inves tmen t  and,  p o s s i b l y ,  e n t r y  i n t o  d i f f e r e n t  
p r o d ~ c t  l i n e s .  

Impor te r s  of f i n a l  consumer goods and i n t e r m e d i a t e  goods  have 
Seen c o n s t r a i n e d  by government p o l i c i e s .  They w i l l  b e n e f i t  from 
t h e  AETRP-supported changes .  They can be expec ted  t o  t r y  t o  
import  more and d i f f e r e n t  t y p e s  of f i n a l  goods ,  g i v e n  t h e  removal 
of government r e g u l a t i o n s  on t h e  t y p e s  and q u a n t i t i e s  of impor t s .  
Goods whose import  was t i g h t l y  c o n t r o l l e d  i n c l u d e  b l a n k e t s ,  
o l a s t i c  p r o d u c t s ,  hoes ,  and o t h e r  s m a l l  a g r i c u l t u r a l  implements.  
kmall  r u r a l  and urban shopkeepers ,  and t r a n s p o r t e r s  w i l l  b e n e f i t  
from a  g r e a t e r  s u p p l i e s  of goods t o  buy and s e l l .  Rura l  and 
u r b a n  consumers of final goods will benefit from importers 
i n c r e a s i n g  t:?? a v a i l a b i l i t y  of b a s i c  goods ,  and i n  some c a s e s ,  
p rov id ing  them a t  lower r e a l  p r i c e s .  Shopkeepers  and 
t r a n s p o r t e r s ,  most of whom a r e  s m a l l ,  w i l l  a l s o  b e n e f i t  from 
having more goods t o  s e l l  and t r a n s p o r t .  A s  no ted  e a r l i e r ,  t h e s e  
goods a r e  f u l l y  expec ted  t o  be d i s t r i b u t e d  wide ly .  

Impor te r s  a r e  expec ted  t o  s e r v e  t h e  needs  of s m a l l  and i n f o r m a l  
s e c t o r  e n t e r p r i s e s  who may not  be l a r g e  enough t o  p a r t i c i p a t e  
d i r e c t l y  i n  t h e  new import  system. These s m a l l e r  p r o d u c e r s  w i l l  
s t i l l  b e n e f i t  by o b t a i n i n g  a c c e s s  t o  needed imported i n t e r m e d i a t e  
goods and t h e n  being a b l e  t o  t r a n s f o r m  them d o m e s t i c a l l y  ( i . e . ,  
adding l o c a l  va lue -added)  . 
T r e s e n t l y  i n e f f i c i e n t  manufac tu re r s ,  a s  measured by a  D R C ,  have 
Seen p r o t e c t e d  by government p o l i c i e s .  N e v e r t h e l e s s ,  t h e y  w i l l  
f a c e  t h e  same o p p o r t u n i t i e s  t o  b e n e f i t  from t h i s  p rogram's  p o l i c y  
changes a s  a l l  o t h e r s .  However, i t  may be a  more d i f f i c u l t  
p r o c e s s  f o r  them t o  a d j u s t  depending on t h e  amount of p r o t e c t i o n  
t h e y  r e c e i v e d  under t h e  o l d  system. The company who impor t s  t i n -  



s h e e t  and only c r i n k l e s  i t  f o r  r o o f i n g ,  f o r  sxample,  i s  expec ted  
t o  f a c e  s t i f f  c o m p e t i t i o n .  An e n t r e p r e n e u r  has  p l a n s  t o  open a  
new p i a n t  t o  produce r o o f i n g  from papyrus l e a v e s  ( a  U.S.-provided 
t echno iogy)  . The l a t t e r  w i l l  have much h igher  l o c a l  va lue-added 
and employment than  t h e  fo rmer ,  whose l o c a l  value-added i s  l e s s  
than  5 p e r c e n t .  The n e t  e f f e c t  of t h e  reforms on t h i s  sub-qrodp 
of manufac turers  i s  i n d e t e r m i n a t e  ex a n t e .  I t  depends on whethkr 
and how they  p l a n  t o  a d j u s t .  I n  t h e  near te rm,  employment cou ld  
remain l e v e l ,  or  p e r h a p s  d e c l i n e .  I t  could i n c r e a s e  i n  c a s e s  
where means were found t o  s u b s t i t u t e  l o c a l  l a b o r  f o r  impor ted  
machinery or  f o r  p r o d u c t i o n  s t e p s  which might have o t h e r w i s e  be 
under taken o u t s i d e  Rwanda. J u s t  a s  t h e  ne t  e f f e c t  on employment 
is i n d e t e r m i n a t e  ex a n t e ,  t h e  n e t  e f f e c t  on o u t p u t  and i n v e s t ~ s n t  
p l a n s  i s  u n c l e a r .  What i s  c l e a r ,  however, i s  t h a t  employees of 
i n e f f i c i e n t  m a n u f a c t u r e r s  w i l l  be r e l a t i v e l y  more p r o t e c t e d  undsr 
t h i s  program than  under a  re form program t h a t  would jump d i r e c t l y  
t o  a  f u l l y  open and u n c o n t r o l l e d  market sys tem.  The phased 
n a t u r e  of t h i s  and t h e  G O R ' s  o v e r a l l  SAP s e r v e s  t o  dampen, no t  
renove,  t h e  shock of having t o  a d j u s t .  

Another group of i n t e r m e d i a t e  b e n e f i c i a r i e s  a r e  t h o s e  
manufac tu re r s  and commercial  conce rns  who have been c o n s t r a i n e d  
by government p o l i c y  from t r y i n g  t o  develop  e x p o r t  marke t s  f o r  
t h e i r  goods. While t h e  impact of t h e  program's  e x p o r t  promotion 
component w i l l  be very  l i m i t e d  during t h e  l i f e  of t h e  PMPR, i t  
n e v e r t h e l e s s  can g e n e r a t e  f u t u r e  b e n e f i t s  i n  t e rms  of g r e a t e r  
employment and l i n k a g e s  w i t h  o t h e r  l o c a l  s u p p l i e r s ,  and f o r e i g n  
exchange e a r n i n g s .  A s  Rwanda becomes more s u p p o r t i v e  of  e x p o r t s ,  
t h e  s m a l l e r  t r a n s p o r t e r s  who have long c r o s s e d  b o r d e r s  i l l e g a l l y  
a r e  expected  t o  b e n e f i t  i n  reduced o p e r a t i n g  c o s t s .  I n  some 
c a s e s ,  an expor t  market  may s e r v e  t o  h e l p  b r ing  along t h e  
development of domes t i c  m a r k e t s .  T h i s  could  be t h e  c a s e  where 
t h e  domest ic  market f o r  a  p roduc t  i s  not  y e t  mature r e l a t i v e  t o  
o t h e r s  i n  t h e  r e g i o n  o r  e l s e w h e r e  (e .g  . , h igh-va lue  v e g e t a b l e s  
f o r  t h e  M i d d l e  2 a s t  and Europe)  o r  l a r g e  enough t o  s u s t a i n  
c e r t a i n  p roduc t ion  p r o c e s s e s .  

A s  can be s e e  i n  t h e  above  d i s c u s s i o n s  of impact ,  commercial 
s e c t o r  e n t e r p r i s e s ,  s u c h  a s  merchants  and t r a n s p o r t e r s ,  w i l l  
b e n e f i t  from t h e  i n c r e a s e d  manufacturing s e c t o r  a c t i v i t y  and 
reduced c o n s t r a i n t s  t o  p r i c i n g  and market ing . The u l t i m a t e  
b e n e f i t s  w i l l  be s e e n  i n  new employment and g r e a t e r  s u p p l i e s  of 
goods and s e r v i c e s .  

Another p o t e n t i a l  impact  of t h e  reforms i s  of a  d i f f e r e n t ,  y e t  
impor tan t ,  n a t u r e .  Implementa t ion  of t h e  new impor t  sys tem w i l l  
be t h e  f i r s t  e lement  of t h e  G O R ' s  SAP r e q u i r i n g  a  complex s e t  of 
implementat ion a c t i o n s .  A t  l e a s t  f i v e  d i f f e r e n t  major GOR 
i n s t i t u t i o n s  w i l l  be i n v o l v e d :  t h e  M i n i s t r i e s  of Commerce, 
F inance ,  and P l a n ,  and t h e  N a t i o n a l  Bank of Rwanda ( c e n t r a l  
b a n k ) .  The s u c c e s s f u l  and  s u s t a i n e d  implementa t ion  of t h i s  
program's  po l i cy  changes  a r e  f u l l y  expected  t o  improve t h e  



c o n f i d e n c e  Rwanda's  e n t r e p r e n e u r s  h a v e  i n  t h e  g o v e r n m e n t ' s  
commitment t o  r e f o r m  and a b i l i t y  t o  c o o r d i n a t e  t h e  r e f o r m  
p r o c e s s .  Given t h e  c e n t r a l  i m p o r t a n c e  o f  t h i s  p r o g r a m ' s  p o l i c i e s  
t o  t? ,e  i n p l e r n e n t a t i o n  of t h e  o v e r a l l  SAP, i t  may h e l p  l e s s e n  t h e  
p o s s i b i l i t y  of  wide s p r e a d  d e m o n s t r a t i o n s  a g a i n s t  t h e  SAP by t h e  
jene:3: p u b l i c .  I f  t h i s  program i s  s u c c e s s f u l ,  i t  i n c r e a s e s  t h e  
7 , ,  ~ l r e l i h o o d  t h a t  t h e  IMF, ISRD, and  o t h e r  d o n o r s  w i l l  c o n t i n u e  t o  
s u p p o r t  t h e  G O R ' s  o v e r a l l  r e f o r m  e f f o r t  beyond t h i s  i n i t i a l  y e a r .  

A .  Groups  Made V u l n e r a b l e  by PM?R 

I t  i s  i m p o r t a n t  t o  d i f f e r e n t i a t e  b e t w e e n  t h o s e  Rwandans who may 
be  made v u l n e r a b l e  ( a )  by t h e  A . I . D .  PMPR Proqram,  ( b )  t h e  G O R ' s  
o v e r a l l  S t r u c t u r a l  A d j u s t m e n t  P rogram,  a n d  ( c )  t h o s e  l i k e l y  t o  be 
v u l n e r a b l e  r e g a r d l e s s  o f  t h e  p r e s e n c e  o f  a  r e f o r m  p r o g r a m .  The 
n e g a t i v e  c o n s e q u e n c e s  of  t h e  PMPR p r o g r a m ' s  r e f o r m s  w i l l  f a l l  on 
g r o u p s  t r a d i t i o n a l l y  c o n s i d e r e d  n o n - v u l n e r a b l e :  owners  and  
e m p l o y e e s  of i n e f f i c i e n t  l a r g e r  f o r m a l  f i r m s  ( i n c l u d i n g  
p a r a s t a t a l s )  i n  t h e  m a n u f a c t u r i n g  and  commerce s e c t o r s ,  and  t o  a 
minor e x t e n t  c i v i l  s e r v a n t s .  T r a d i t i o n a l l y  v u l n e r a b l e  g r o u p s ,  
i n c l u d i n g  t h e  r u r a l  p o o r ,  a r e  e x p e c t e d  t o  b e n e f i t  f rom t h e  A . I . D .  
s u p p o r t e d  r e f o r m s ,  a s  s e t  f o r t h  i n  t h e  p r e v i o u s  s e c t i o n  on 
program i m p a c t ,  or  a t  w o r s t ,  r e c e i v e  no b e n e f i t s .  

1. Owners and Employees in Large Inefficient Formal 
Concerns. 

I n  a b s o l u t e  t e r m s ,  few Rwandans a r e  p r o j e c t e d  t o  be  made 
v u l n e r a b l e  by t h e  A . I . D .  s u p p o r t e d  r e f o r m s .  They a r e  most  l i k e l y  
t o  be  t h e  owners  o f  and e m p l o y e e s  i n  l a r g e r  f o r m a l  m a n u f a c t u r i n g  
a n d  commerc ia l  f i r m s  t h a t  have  b e n e f i t t e d  f rom t h e  G O R ' s  p a s t  
p r o t e c t i o n i s t  p o l i c i e s  - and a r e  u n a b l e  o r  u n w i l l i n g  t o  a d a p t  t o  
t h e  c h a n g i n g  i n c e n t i v e  s t r u c t u r e .  I f  o n e  t akes  t o t a l  f o r m a l  
employment i n  m a n u f a c t u r i n g  and  commerce and  makes two 
i l n j u s t i f i e d  a s s u m p t i o n s :  ( a )  t h a t  t h e y  would a l l  g o  o u t  .o f  - 
b u s i n e s s ,  and ( b )  t h a t  t h e  l e v e l  o f  f o r m a l  employment h a s  n o t  
d e c l i n e d  s i n c e  t h e  1989 MAPS s u r v e y ,  t h e n  t h e  maximum number o f  
e m p l o y e e s  t h a t  c o u l d  p o s s i b l y  be  l a i d  o f f  would be  a b o u t  1 2 7 , 0 0 0  
Rwandans o u t  of  a t o t a l  of  o v e r  3 . 2  m i l l i o n  c u r r e n t l y  employed i n  
a g r  i c u l t u r e ,  i n f o r m a l  e n t e r p r i s e s ,  a n d  g o v e r n m e n t .  G i v e n  
3 w a n 3 a 1 s  economic  d e c l i n e  s i n c e  1 9 8 9 ,  a n d  s u b s t a n t i a t e d  by t h e  
P A A 3  s u r v e y ,  t h e  number o f  t h o s e  who c o u l d  be l a i d - o f f  i s  
s i q n i f i c a n t l y  o v e r - e s t i m a t e d .  Looking a t  t h e  e x p e r i e n c e  i n  
A f r i c a ,  l a r g e  f o r m a l  s e c t o r s  a r e  e x p e c t e d  t o  a d j u s t  t o  t h e  new 
o p p o r t u n i t i e s  ( s e e  Annex F). I n  Ghana,  f o r  e x a m p l e ,  c a p a c i t y  
u t i l i z a t i o n  i n  l a r g e  f o r m a l  f i r m s  were  e x p e c t e d  t o  d r o p ,  b u t  i n  
f a c t  i t  r o s e .  

T h e r e  w i l l  be some d i s l o c a t i o n .  T h a t  i s  t h e  e s s e n c e  o f  t h e  
p r o c e s s  o f  s t r u c t u r a l  a d j u s t m e n t .  For e x a m p l e ,  o n e  e x p a t r i a t e  
owner o f  a  p r i v a t e  f i r m  i m p o r t - s u b s t i t u t i o n  f i r m  r e c e n t l y  l e f t  
Rwanda f o r  Canada.  H i s  f i r m ,  however ,  d i d  n o t  c l o s e .  O p e r a t i o n s  



a r e  c o n t i n u i n g .  I f  p a s t  s u r v e y s  were  r e a s o n a b l y  c o r r e c t ,  most 
f i r m s  * e l c o m e  t h e  p l a n n e d  p o l i c y  c h a n g e s  a n d  a r e  p l a n n i n g  t o  
a d a p t  t o  t h e i r  o p e r a t i o n s .  T h i s  v i ew was a g a i n  s u p p o r t e d  by t h e  
2 . 4 . 4 ~  c a s e s  s t u d i e s .  S e v e r a l  of t h e  f i r m s  found  t o  be  
" i n e f f i c i e n t "  e a r l i e r  s t u d i e s  s t a t e d  t h a t  t h e y  b e l i e v e d  t h e y  
would b e n e f i t  f rom and be a b l e  t o  c o m p e t e  e f f e c t i v e l y  under  t 5 e  
new S O R  I n c e z t i v e  s t r u c t u r e .  

1. P r o t e c t i v e  H e a s u r e s  D e s i g n e d  i n t o  P r o g r a m .  

T h e  A . 1  . D .  - s u p p o r t e d  r e f o r m s  have  been  d e s i g n e d  t o  l e s s e n  t h e  
i n i t i a l  s h 3 c k  o f  t h e  r e f o r m s ,  b u t  n o t  a v o i d  t h e i r  f u n d a m e n t a l  
i n t e n t ,  i n  f o u r  ways.  

F i r s t ,  t h e  r e d u c t i o n  o f  G O R  a r r e a r s  t o  p r i v a t e  s e c t o r  f i r m s  w i l l  
l a r g e l y  b e n e f i t  f o r m a l  f i r m s ,  some of whom c o u l d  b e  a d v e r s e l y  
a f f e c t e d  by t h e  PMPR. By having t h e i r  a r r e a r s  r e d u c e d ,  t h e y  w i l l  
r e c e i v e  a  n e e d e d  c a s h  i n j e c t i o n  t h a t  c a n  b e  u s e d  t o  h e l p  them 
a d j u s t .  

S e c o n d ,  s i n c e  t h e  G O R  h a s  c ~ z i d e d  t o  c h a n g e  s l o w l y  f rom a  GOR 
managed e x c h a n g e  r a t e .  R a t h e r  t h a n  jump d i r e c t l y  t o  a  m a r k e t -  
d e t e r m i n e d  e x c h a n g e  r a t e ,  i t  i s  moving f i r s t  t o  a n  i n t e r i m  
n a n a g e d  s y s t e m  s o  f i r m s  w i l l  n o t  see t h e  d r a m a t i c  e x c h a n g e  r a t e  
c h a n g e s ,  h e n c e  c h a n g e s  i n  t h e i r  c o s t s  o f  p r o d u c t i o n ,  were  s e e n  i n  
o t h e r  r e f o r m  p r o g r a m s ,  s u c h  a s  i n  Zambia.  

T h i r d ,  t h e  G O R  h a s  d e c i d e d  t o  r e s e r v e  3 0  p e r c e n t  o f  a l l  f o r e i g n  
e x c h a n g e  a l l o c a t e d  u n d e r  t h e  new s y s t e m  f o r  e s s e n t i a l  g o o d s .  The 
l a r g e s t  s i n g l e  c a t e g o r y  i s  p e t r o l ,  o i l ,  a n d  l u b r i c a n t s  ( P O L ) ,  
t h e n  p h a r m a c e u t i c a l  and  s c h o o l  s u p p l i e s .  

F i n a l l y ,  t h e  PHPR h a s  a  m o n i t o r i n g  component  which  i s  i n t e n d e d  t o  
r a p i d l y  i d e n t i f y  and a s s e s s  t h e  m a g n i t u d e  of i m p a c t ,  b o t h  
z e q a t i v e  a n d  p o s i t i v e .  I n  t h e  c a s e  o f  t h e  f o r m e r ,  t h e  m o n i t o r i n g  
s y s t e m  c a n  g i v e  t h e  GOR more time t o  r e s p o n d  and  c o r r e c t  a n  
a d v e r s e  i m p a c t  which  i t  b e l i e v e s  t o  b e  u n a c c e p t a b l e .  

T h e  l a s t  t h r e e  m e a s u r e s  c a n  h e l p  e a s e  t h e  a d v e r s e  e f f e c t s  o f  
r e f o r m s  beyond t h o s e  s u p p o r t e d  by t h i s  p r o g r a m .  S i n c e  t h e  
m o n i t o r i n g  s y s t e m  c a n  h e l p  i d e n t i f y  p o t e n t i a l  p r o b l e m s ,  t h e  
-4 .  I . D .  p rogram c o u l d  a f f o r d  some a s s i s t a n c e  t o  g r o u p s  v u l n e r a b l e  
f o r  r e a s o n s  o t h e r  t h a n  t h e  A.I .D.  p rogram.  



V I I I .  PROGRAH IMPLEUENTATION 

A .  A . 1  . D .  Proqram Uanagement 

The !JSAID Program O f f i c e r  w i l l  have o v e r a l l  r e s p o n s i b i l i t y  f o r  
manag in13 t h e  program. He w i l l  be a s s i s t e d  by ( a )  an e x p e r i e n c e d  
s e n i a r  Riianda FSN economis t  who w i l l  p rovide  day- to -day  manaqement, 
m a i n t a i n  c o n t a c t  w i t h  t h e  G O R ,  and h e l p  a s s u r e  t h e  smooth 
i n p l e n e n t a t i o n  of t h e  program; and ( b )  and e x p e r i e n c e d  Rwandan FSN 
2roqram A s s i s t a n t  who w i l l  f a c i l i t a t e  and t r a c k  t h e  f l o w  of  
documents through USAID, t h e  G O R ,  and,  a s  n e c e s s a r y ,  t h e  PRIM2 
p r o j e c t .  In  a d d i t i o n ,  t h e  USAID C o n t r o l l e r ' s  O f f i c e  w i l l  moni tor  
t h e  f i n a n c i a l  management of t h e  d o l l a r s  and l o c a l  c u r r e n c y .  

The major t a s k s  f o r  t h e  Mission program management w i l l  i n c l u d e :  

- a s s u r i n g ,  i n  c o n j u n c t i o n  wi th  REDSO/ESA R L A ,  t h a t  t h e  
C 3 n d i t i o n s  P r e c e d e n t  i n  t h e  Program Gran t  Agreement a r e  
s a t i s f i e d ;  

- moni tor ing  t h e  covenan t s  i n  t h e  Program Gran t  Agreement t o  
de te rmine  t h e  d e g r e e  t o  which they  a r e  being met;  

- prepa r ing  and rev iewing w i t h  t h e  Government of Rwanda any 
changes or  r e v i s i o n s  i n  t h e  Program Grant  Agreement; 

- moni tor ing  t h e  p o l i c y  reform program and p r e p a r i n g  r e p o r t s  
f o r  t h e  Miss ion  D i r e c t o r  and AID/Washington, a s  r e q u i r e d ;  

- moni tor ing  t h e  f i n a n c i a l  management of t h e  d o l l a r s  and t h e  
l o c a l  c u r r e n c y ;  

- c o o r d i n a t i n g  w i t h  t h e  M i n i s t r y  of P lan  and o t h e r  d o n o r s ;  

- c a r r y i n g  o u t  t h e  n e c e s s a r y  s t e p s  t o  e n s u r e  t h e  e a r l y  and 
r a p i d  s t a r t - u p  of t h e  Monitoring U n i t ;  

- c o o r d i n a t i n g  t h e  a c t i v i t i e s  of t h e  on-going PRIME Program t o  
supplement  t h e  PMPR a s  necessa ry ;  and 

- conduct ing  t h e  n e c e s s a r y  e v a l u a t i o n s  of PMPR. 

B. GOR Program nanagement 

Although v a r i o u s  m i n i s t r i e s  w i l l  be r e s p o n s i b l e  f o r  implementing 
d i f f e r e n t  a s p e c t s  of t h e  s t r u c t u r a l  ad jus tmen t  program, t h e  
M i n i s t r y  of P l a n  (MINIPLAN), a s  t h e  agency r e s p o n s i b l e  f o r  economic 
p o l i c y  f o r m u l a t i o n  and implemen ta t ion ,  has  been d e s i g n a t e d  by t h e  
G O R  t o  c o o r d i n a t e  t h e  program. MINIPLAN w i l l  be t h e  o f f i c i a l  p o i n t  
of c o n t a c t  f o r  A .  I  .D on t h e  implementa t ion  of t h e  program. Indeed ,  



t h e  Min i s t e r  of P lan  has  p l a y e d ,  and c o n t i n u e s  t o  p l a y ,  a  l ead ing  
r o l e  i n  :be development of and n e g o t i a t i o n  of t h e  PYPR and t h e  
l a r g e r  SOR SAP.  He i s  a l s o  one of t h e  primary USA13 c o n t a c t s  f o r  
t h e  ? 3 I H Y  3r03ram and t h e  N a t u r a l  3esoclrces Manaqement P r o j e e t ,  and 
h i s  ; n ; n i s t r y  i s  involved i n  t h e  c o o r d i n a t i o n  of s e v e r a l  o t h e r  
Mission ?rejects ( e . g . ,  A S P A P ) .  

The G O X ' S  main ins t rument  f o r  rrianaging t h e  SAP,  however, v i i l  be 
t h e  "Zornite de  S u i v i n .  I t  i s  a  committee composed of 
r e p r e s e n t a t i v e s  from t h r e e  key m i n i s t r i e s  and t h e  c e n t r a l  bank, 
3ank N a t i o n a l e  d u  Rwanda ( B N R )  . T h i s  four  -person committee (Comite 
de  S u i v i ) ,  i n c l u d e s  two r e p r e s e n t a t i v e s  from t h e  M i n i s t r y  of P l a n :  
t n e  a i r e c t ~ r  General  of C o n j u n c t u r e ,  who i s  t h e  c h a i r 2 e r s o n  and t h e  
person t o  whom t h e  Monitoring U n i t  r e p o r t s ,  and t h e  D i r e c t o r  
Genera l  of t h e  S t a t i s t i c a l  S t u d i e s  O f f i c e .  The o th2r  members a r e  
t h e  a i r e c t o r  General  of S t u d i e s  a t  t h e  c e n t r a l  bank; and t h e  
i l i r e c t ~ r  General  of S t u d i e s  and E v a l u a t i o n  a t  t h e  M i n i s t r y  of 
F inance .  T h i s  committee is  r e s p o n s i b l e  f o r :  moni tor ing  t h e  
p r o g r e s s  of  implementat ion;  c o o r d i n a t i n g  t h e  a c t i v i t i e s  w i t h  o t h e r  
governnent  m i n i s t r i e s  and donors ;  and developing workable s o l u t i o n s  
t o  prob:ems w i t h  t h e  SAT a s  t h e y  a r e  i d e n t i f i e d .  

In  a d d i t i o n  t o  t h e  "Comite d e  S u i v i n ,  t h e  Nat ional  Committee f o r  
Z x t e r n a l  Trade ,  w i t h i n  t h e  M i n i s t r y  of Commerce, moni to r s  t h a t  
p o r t i o n  of t h e  SAP which d e a l s  w i t h  e x t e r n a l  t r a d e .  T h i s  
commit tee ,  which has been i n  e x i s t e n c e  f o r  a  number of y e a r s ,  i s  
a l s o  composed of members from o t h e r  m i n i s t r i e s ,  and works c l o s e l y  
wi th  t h e  "Comite de  S u i v i n  on t r a d e  i s s u e s  under t h e  SAP. 
P e r s o n n e l  from o t h e r  m i n i s t r i e s ,  such  a s  P l a n ,  F inance ,  Commerce, 
and t h e  c e n t r a l  bank a r e  r e s p o n s i b l e  f o r  implementing t h o s e  a s p e c t s  
of t h e  SAP which r e l a t e  d i r e c t l y  t o  t h e i r  m i n i s t r i e s .  

C. Disbursement Procedures: Dollars and Local Currency 

T h i s  s e c t i o n  d e t a i l s  t h e  Program's  d o l l a r  and l o c a l  c u r r e n c y  
d i sbursement  procedures .  These  p r o c e d u r e s  a r e  based on e x i s t i n g  
SOR-'ilSAID procedures  which have been expanded w i t h  t h e  f u l l  
p a r t i c i p a t i o n  of t h e  r e l e v a n t  GOR implementing m i n i s t r i e s  and. 
a g e n c i e s .  

1. Dollar Release, Disbursement and Reporting 
Procedures 

a. Release to Special Account. Once t h e  Program 
Grant  Agreement has been s i g n e d ,  t h e  G O R ,  under t h e  l e a d  of t h e  
M i n i s t r y  of  Planning ( M i n i p l a n ) ,  can  r e q u e s t  t h a t  t h e  f i r s t  t r a n c h e  
be d i s b u r s e d .  The GOR r e q u e s t  w i l l  p r o v i d e  evidence  d e t a i l i n g  how 
t h e  r e l e v a n t  c o n d i t i o n s  p r e c e d e n t  have been f u l f i l l e d .  USAID, w i t h  
t h e  concur rence  o f  t h e  REDSO/ESA l e g a l  a d v i s o r ,  w i l l  make t h e  
d e t e r m i n a t i o n  a s  t o  whether t h e  c o n d i t i o n s  have been f a l f i l l e d .  



When t h e  GOR r e q u e s t  has Seen approved,  USAID w i l l  i s s u e  Proyram 
I -nplemsnta t ion  L e t t e r s  ( P I L s )  informing t h e  G O R  t h a t  t h e  r e l e v a n t  
cond:t ions p r e c e d e n t  t o  d isbursement  of t h e  f i r s t  t r a n c h e  have been 
met  a n d  t h a t  t h e  f u n d s  w i l l  be r e l e a s e d .  A t  t h e  same t i m e ,  USAID 
w i l l  n o t l f y  t h e  ~ 1 3 / W  C o n t r o l l e r  t o  a u t h o r i z e  t h e  U.S. Treasury  t o  
d e ~ o s i t  t 5 e  d o l l a r  funds i n t o  t h e  s p e c i a l  s e p a r a t e  accoclnt f o r  t h i s  
program a t  C i t i b a n k ,  2wanda's c o r r e s p o n d e n t  bank i n  t h e  U S A .  The 
BY?, d n d e r s t a n d s  t h e  A . I . D .  r equi rement  f o r  a  s e p a r a t e  account and 
has  a l r e a d y  opened i t .  The account  i n f o r m a t i o n  i s :  

Account T i t l e :  USAID-ISPA -Rwanda 
Account Numbsr: 3 6 0 7 7 0 7 7  
U.S. Bank: C i t i b a n k ,  New York 

b. Disbursement from S p e c i a l  Account. The Bank 
N a t i o n a l e  d u  Rwanda ( B N R )  and t h e  M i n i s t r y  of Commerce and 
Consumption ( M I N I C O M )  w i l l  a l l o c a t e  t h e  USAI9-provided d o l l a r s  
among 2wandans who have met t h e  e l i g i b i l i t y  r equ i rement s  f o r  
o b t a i n i n g  a c c e s s  t o  f o r e i g n  exchange under t h e  i n t e r i m  f o r e i g n  
exchange a l l o c a t i o n  system. The a l l o c a t i o n  p r o c e d u r e s ,  d e t a i l e d  i n  
S e c t i o n  V . 9  and V , D ,  apply  t o  a l l  donor and government-provided 
f u n d s  f o r  t h e  i n t e r i m  f o r e i g n  exchange a l l o c a t i o n  system. The 
e l i g i b i l i t y  r equ i rement s  a r e  t h e  same f o r  a l l  Rwandans. S t a t e -  
owned e n t e r p r i s e s  ( p a r a s t a t a l s )  w i l l  n o t  r e c e i v e  any p r e f e r e n t i a l  
a l l o c a t i o n  under t h e  program or  f o r  any U.S.-provided f o r e i g n  
exchange. Rwandans r e c e i v i n g  a c c e s s  t o  U.S.-provided f o r e i g n  
exchange w i l l  u se  one of Rwanda's t h r e e  commercial  banks or  t h e  B N i i  
t o  handle  t h e  f i n a n c i a l  a s p e c t s  of t h e  impor t  ( e . g . ,  open l e t t e r s  
of c r e d i t  and s o  f o r t h ) .  

C . Repor t ing  on Use of  D o l l a r s .  The BNR w i l l  
p r o v i d e  t o  USAID d e t a i l s  on d i s b u r s e m e n t s  from t h e  s p e c i a l  d o l l a r  
account  a t  C i t i b a n k .  The in fo rmat ion  w i l l  be provided on a  monthly 
b a s i s  u n t i l  a l l  t h e  funds have been d i s b u r s e d ,  or  u n t i l  mutual ly  
a q r s e d  i n  w r i t i n g  b e t w e e n  U S A I D  a n d  t h e  GOR t o  d o  o t h e r w i s e .  I n  
p a r t i c u l a r ,  t h e  GOR w i l l  p rovide  i n f o r m a t i o n  on:  

( i )  t h e  purchaser  
( i i )  g o o d ( s )  purchased ,  
( i i i )  t h e  d o l l a r  v a l u e  of g o o d ( s )  pclrchased, and 
( i v )  s o u r c e  of t h e  g o o d ( s )  . 

T h i s  i n f o r m a t i o n  w i l l  permi t  'JSAID and t h e  GOR t o  t r a c k  t h e  use of 
t h e  goods i n  Rwanda t o  de te rmine  t h e i r  development  impact .  

Every s ix  months,  t h e  BNR w i l l  p rov ide  U S A I D  w i t h  a  d e t a i l e d  bank 
account  r e c o n c i l i a t i o n  on d i sbursement s  from t h e  s p e c i a l  account ,  
amounts a c t u a l l y  s p e n t ,  amounts r e d e p o s i t e d  (and a v a i l a b l e  f o r  
reprogramming, i n t e r e s t  earned on t h e  remaining b a l a n c e  (and 
a v a i l a b l e  f o r  programming).  T h i s  i n f o r m a t i o n  w i l l  pe rmi t  U S A I D  t o  
de te rmine  t h a t  proper  f i n a n c i a l  p r o c e d u r e s  were observed by t h e  



G J R ,  Rwandan c o m m e r c i a l  b a n k s ,  and i m p o r t e r s ,  and t h a t  no 
i z e l i g  i b l e  g o o d s  w e r e  f i n a n c e d .  

d. Eligible Goods. The g o o d s  p u r c 5 a s e d  w i l l  
c o n f o r m  t o  g ~ i d e l i n e s  set  f o r t h  i n  w r i t i n g  i n  t h e -  P r o g r a m  G r a n t  
A g r e e m e n t .  ' I n e l i g  i b l e  i t e m s ,  i n  a c c o r d a n c e  w i t h  A .  I .D. p o l i c y  and 
U . S .  l 3 w ,  a r e  be  e x c l u d e d .  The g o o d s  w i l l  b e  p u r c h a s e d - f r o m - 9 3 5 -  
or?ly c o u n t r i s s .  P r o c u r e i n e n t  f rom t h e  U.S. s h a l l  be g i v e n  f i r s t  
p r i o r i t y .  

e. The Second Tranche. The  G O R  c a n  r e q u e s t  t h e  
c ? i s b u r s e m e n t  o f  t h e  s e c o n d  t r a n c h e  when t h e  G O R  c a n  p r o v i d e  
e v i d e n c e  i n d i c a t i n g  t h a t  t h e  r e l e v a n t  c o n d i t i o n s  p r e c e d e n t  h a v e  
been  f u l f i l l e d .  USAID w i l l  f o l l o w  t h e  same p r o c e d u r e s  f o r  
2 o t i f y L n g  t h e  GOR when t h e  d e t e r m i n a t i o n  h a s  b e e n  made. The GOR 
w i l l  f o l l o w  t h e  same d i s b u r s e m e n t  and r e p o r t i n g  p r o c e d u r e s  a s  
o u t l i n e d  a b o v e .  

2. Local Currency Generation, Disbursement, and 
Reporting Procedures 

a. Generation of Rwandan Francs. Upon r e c e i v i n g  
n o t i f i c a t i o n  t h a t  t h e  d o l l a r  f u n d s  have  been  t r a n s f e r r e d  i n t o  t h e  
s e p a r a t e  s p e c i a l  a c c o u n t  a t  C i t i b a n k ,  t h e  GOR ( B N R )  w i l l  
i m m e d i a t e l y  d e p o s i t  a n  e q u i v a l e n t  amount o f  l o c a l  c u r r e n c y  i n t o  a  
s e p a r a t e  c o u n t e r p a r t  f u n d  a c c o u n t  e s p e c i a l l y  e s t a b l i s h e d  f o r  t h i s  
P rogram a t  t h e  c e n t r a l  b a n k .  The a p p l i c a b l e  e x c h a n g e  U S $ - ~ w f  r a t e  
i s  t h e  r a t e  a t  t h e  time when t h e  d o l l a r  f u n d s  a r e  t r a n s f e r r e d  i n t o  
t h e  G O R  a c c o u n t .  T h e  r a t e  o f  e x c h a n g e  w i l l  b e  t h e  h i g h e s t  r a t e  o f  
e x c h a n g e ,  which '  a t  t h e  time of c o n v e r s i o n  i s  made, i s  n o t  u n l a w f u l  
i n  3wanda.  

b. D i s b u r s e m e n t  P r o c e d u r e s .  T h e  Ministry of 
F i n a n c e ,  i n  c o n j u n c t i o n  w i t h  t h e  B N R ,  w i l l  b e g i n  t o  r e d u c e  GO2 
Ruandan F r a n c  (Rwf ) a r r e a r s  t o  p r i v a t e  d o m e s t i c  s u p p l i e r s .  For 
t h i s  P r o g r a m ,  " a r r e a r s "  a r e  d e f i n e d  a s  t h o s e  GOR o b l i g a t i o n s  
i n c u r r e d  b u t  n o t  c l e a r e d  a s  o f  November 1 3 ,  1 9 9 0 ,  which  i s  t h e  d a t e  
t h e  G3R l a u n c h e d  i t s  SAP. " P r i v a t e  s u p p l i e r s "  a r e  d e f i n e d  t o  
i 2 c l i l d e  f i r m s  w h e r e  t h e  g o v e r n m e n t  h a s  no s h a r e h o l d e r  i n t e r e s t  o r  
I s  o n l y  a  m i n o r i t y  s h a r e h o l d e r .  

F i r s t  p r i o r i t y  f o r  c l e a r i n g  o u t s t a n d i n g  Rwf a r r e a r s  w i l l  b e  g i v e n  
t o  s u p ? l i e r s  o f  g o o d s  a n d  s e r v i c e s ,  i n c l u d i n g  f i n a n c i a l  s e r v i c e s ,  
where  t h e  GOR h a s  l e s s  t h a n  a  t w e n t y - f i v e  p e r c e n t  c o n t r o l l i n g  
i n t e r e s t .  A f t e r  a l l  a r r e a r s  t o  t h i s  c a t e g o r y  h a s  S e e n  c l e a r e d ,  
t h i s  p r o g r a n l s  l o c a l  c u r r e n c y  c a n  t h e n  be  u s e d  t o  c l e a r  a r r e a r s  t o  
f i r m s  u h i c n  h a v e  a  h i g h e r  GOR p a r t i c i p a t i o n .  L o c a l  c u r r e n c i e s  
g e n e r a t e d  by t h i s  P r o g r a m  G r a n t  Agreement  w i l l  n o t  b e  u s e d  t o  c l e a r  
G O R  a r r e a r s  t o  s t a t e - o w n e d  e n t e r p r i s e s .  

c. Reporting on Use of Rwandan Francs. The  3 N R  
w i l l  p r o v i d e  t o  USAID d e t a i l s  on  d i s b u r s e m e n t s  f r o m  t h e  s p e c i a l  



l o c a l  c u r r e n c y  a c c o u n t  a t  B N R .  The i n f o r m a t i o n  w i l l  b e  p r o v i d e d  on 
a m o n t h l y  b a s i s  u n t i l  a 1 1  t h s  f u n d s  h a v e  been d i s b u r s e d ,  o r  u n t i l  
m l l t u a l l y  a g r e e d  i n  w r i t i n g  b e t w e e n  USAID and t h e  G O R  t o  do 
o t h e r x i s e .  I n  p a r t i c u l a r ,  t h e  G O R  x i 1 1  p r o v i d e  i n f o r n a t i o n  o n :  

( i )  t h e  f i r m ,  
( i i )  o e r c e n t a g e  o f  G O R  p a r t i c i p a t i o n ,  
( i i i )  bwf amount o f  a r r e a r s  t o  SOR 
( i v )  Rwf amount of  a r r e a r s  r e d u c e d ,  and 
( v )  l i s t  o f  c o m p a n i e s  w i t h  which t h e  G O 2  h a s  

o u t s t a n d i n g  a r r e a r s .  

T h i s  i n f o r m a t i o n  w i l l  p e r m i t  USA13 and t h e  < O R  t o  d e t e r m i n e  how 
much a r r e a r s  have  been  r e d u c e d ,  how much r e m a i n s ,  a n d  t h e  
d e v e l o p m e n t  impac t  o f  h a v i n g  r e d u c e d  o u t s t a n d i n g  a r r e a r s  t o  Rwanda 
s u p p l i e r s .  The same g e n e r a t i o n ,  d i s b u r s e m e n t ,  a n d  r e p o r t i n g  
p r o c e d u r e  w i l l  f o l l o w e d  when t h e  P r o g r a m ' s  s e c o n d  t r a n c h e  o f  d o l l a r  
f u n d s  h a s  been d e p o s i t e d  i n t o  t h e  G O R ' s  s p e c i a l  a c c o u n t  a t  
C i t i b a n k .  

T h i s  p r o c e d u r e  f o r  g e n e r a t i n g  and u t i l i z i n g  l o c a l  c u r r e n c i e s  
a p p l i e s  t o  t h i s  Program A g r e e m e n t ' s  FY 1 9 9 1  f u n d s  o n l y .  

D. Monitoring and Evaluation Plan 

1. Monitoring and Reporting. 

T h e  M i n i s t r y  o f  P l a n  w i l l  be  r e s p o n s i b l e  f o r  r e v i e w  a n d  p e r i o d i c  
r e p o r t s  on t h e  p r o g r e s s  o f  t h e  PMPR and t h e  use of  t h e  l o c a l  
c u r r e n c y  a s  s p e c i f i e d  i n  t h e  Program G r a n t  Agreement .  USAID s t a f f  
w i l l  o v e r s e e  t h e  g e n e r a l  m o n i t o r i n g  o f  t h e  PMPR, i n c l u d i n g  i t s  
t i m e l y  i m p l e m e n t a t i o n  a n d  e n s u r i n g  t h a t  t h e  p o l i c y  d i a l o g u e  be tween  
USAID and t h e  GOR i s  m a i n t a i n e d  and needed  s t u d i e s  and  o t h e r  
a c t i v i t i e s  a r e  funded  on a t i i n e l y  b a s i s .  The M i n i s t r y  o f  F i n a n c e  
and t h e  c e n t r a l  bank w i l l  m a i n t a i n  r e c o r d s  on  t h e  u s e  o f  t h e  l o c a l  
c u r r e n c y  and  t h e  use of  A . I . D .  d o l l a r s ,  r e s p e c t i v e l y ,  a n d  w i l l  
p e r m i t  USAID t o  i n s p e c t  t h e s e  r e c o r d s ,  a s  r e q u i r e d .  More s p e c i f i c  
r e p o r t i n g  w i l l  be o u t l i n e d  i n  t h e  Program G r a n t  Agreement  o r  i n  
P r o j e c t  I m p l e m e n t a t i o r  L e t t e r s ,  a s  n e c e s s a r y .  

2. A.I.D. Evaluation Plan 

Two USAID e v a l u a t i o n s  a r e  p l a n n e d .  The  f i r s t  w i l l  be a n  i n t e r i m  
A .  I . D .  i m p l e m e n t a t i o n  r e v i e w  t o  a s s e s s  p rogram p r o g r e s s  and  program 
i m p a c t  t o  d a t e .  The s e c o n d  w i l l  b e  more  c o m p r e h e n s i v e  a n d  f o c u s  on  
a s s e s s i n g  program i m p a c t .  I t  h a s  b e e n  s c h e d u l e d  f o r  Augus t  1993 .  
To t h e  e x t e n t  p o s s i b l e ,  t h e  e v a l u a t i o n  w i l l  i d e n t i f y  a n d  m e a s u r e  
t h e  e f f e c t s  of  p o l i c y  c h a n g e s  on  p r o d u c t i o n  and employment 
g e n e r a t i o n  i n  t h e  m a n u f a c t u r i n g  a n d  commerce s e c t o r s  a s  d i s c u s s e d  
i n  S e c t i o n  V.G. "End o f  P r o g r a m  S t a t u s . "  I t  w i l l  a l s o  assess t h e  
c o n t r i b u t i o n  o f  t h e  PMPR t o  t h e  p rogram g o a l .  Depending on  t h e  



s t a g e  o f  PMPR and SAP i m p l e ~ e n t a t i o n ,  t h e  M i s s i o n  may d e c i d e  t o  
r e q : ; e s t  a n  A I 3 / X  impac t  e v a l u a t i o n .  

T h e s ?  e v a l u a t i o n s  a r e  e x ? e c t &  t o  d r a w  h e a v i l y  from t h e  work o f  t he  
M o n i t o r i n g  U n i t .  The e v a l u a t i o n s  a r e  t o  be  f ~ n d e d  under  t n e  
p l a n n e d  p r o j e c t  s u p p o r t i n g  t h e  M o n i t o r i n g  U n i t ,  which  i s  p r o j e c t e d  
t o  be s i g n e d  i n  t h e  t h i r d  q u a r t e r  o f  FY 1 9 9 2 .  

IX. SUPPORTING ASSESSMENTS 

T h i s  s e c t i o n  summar izes  M i s s i o n  a n d  c o n s u l t a n t  assessments of 
( a )  t h e  G O R ' s  i n s t i t u t i o n a l  c a p a c i t y  t o  implement  a n d  manage t h e  
USAI3-funded p rogram,  ( b )  t h e  commitment of GOR and  o e o p l e  
r e g a r d i n g  r e f o r m ,  ( c )  t h e  M i s s i o n ' s  c a p a b i l i t i e s ,  a n 2  ( d )  
e n v i r o n m e n t a l  c o n s i d e r a t i o n s .  

A. Assessment of GOR Institutional Capacity to Implement and 
Manage USAID Program 

1. policy Reform Aspects. 

The M i n i s t r y  o f  P l a n  r e c o g n i z e s  t h e  G O R ' s  n e e d  t o  s t r e n g t h e n  i t s  
c a p a b i l i t i e s  t o  morii tor  and a s s e s s  on  a n  o n - g o i n g  b a s i s  t h e  impac t  
of i t s  S t r u c t u r a l  A d j u s t m e n t  P rogram a n d  t h e  PMPR. I t  i s  a  need  
w i d e l y  r e c o g n i z e d  by t h o s e  b o t h  i n  a n d  o u t s i d e  of  g o v e r n m e n t  and 
f i r m l y  c o n f i r m e d  by USAID d u r i n g  i t s  a s s e s s m e n t  of  t h e  GOR o v e r a l l  
r e f o r m  p r o g r a m .  C o n s e q u e n t l y ,  USAID made t h e  i n s t i t u t i o n a l  
s t r e n g t h e n i n g  component a  key e l e m e n t  o f  t h e  PMPR. S e c t i o n  V I  
d e t a i l s  Mission-GOR p l a n s  f o r  e n h a n c i n g  t h e  G O R ' s  a b i l i t i e s  i n  t h i s  
a r e a .  A s  n o t e d  e a r l i e r ,  t h i s  p rogram component  i s  c u r r e n t l y  b e i n g  
f u n d e d  f rom a n  o n - g o i n g  U S A 1 3  p r o j e c t :  PRIME ( 6 9 6 - 0 1 2 7 ) .  Funding 
f o r  t h i s  a c t i v i t y  w i l l  c o n t i n u e  u n d e r  a  new p r o j e c t  n e x t  y e a r .  
Some c o m p l e m e n t a r y  t r a i n i n g  and s t u d i e s  may be  f u n d e d  by H R D A  ( 6 9 8 -  
0 4 6 3 . 9 6 )  a n d  ASPAP (696-01261 ,  r e s p e c t i v e l y .  

2. Financial Control Aspects. 

The f i n a n c i a l  a s p e c t s  o f  t h e  PYPR w i l l  be  managed by t h e  M i n i s t r y  
o f  F i n a n c e  and B N R .  'JS413 f o r e s e e s  no s i g n i f i c a n t  f i n a n c i a l  
c o n t r o l  a n d  a c c o u n t a b i l i t y  p r o b l e m s .  The M i s s i o n ' s  G e n e r a l  
A s s e s s m e n t  o f  A c c o u n t a b i l i t y  ( s u b m i t t e d  t o  Mark Edelman,  
C h a i r p e r s o n ,  Management C o n t r o l  Review C o m m i t t e e ,  d a t e d  iqarch 25 ,  
1 9 9 1 )  c o n c l u d e d  t h a t  a  $OR s t r e n g t h  i s  "good i n t e r n a l  c o n t r o l "  o v e r  
b u d g e t i n g  a n d  d i s b u r s e m e n t s .  The p r o c e s s  i s  c l o s e l y  managed by t h e  
M i n i s t r y  o f  F i n a n c e .  I n  t u r n ,  t h e  M i n i s t r y ' s  work c l o s e l y  r e v i e w e d  
by s e v e r a l  o t h e r  G O R  b o d i e s ,  i n c l u d i n g  a c o m m i t t e e  c o m p r i s e d  o f  a l l  
t h e  GOR m i n i s t e r s .  



8. Assessment of  t h e  Commitment of t h e  GOR and P e o p l e  

1. Commitment of t h e  GOR. 

-9s s t a t e d  i n  t h e  PAI? document (page  2 1 ,  A p r i l  1 9 9 1 ) ,  t h e  Mission 
:lad become i n c r e a s i n g l y  c o n f i d e n t  t h a t  t h e  GOR would begin  
inplernenta t ion  of t h e  P M P R ' s  p o l i c y  reforms.  During t h e  review of  
t h e  PAIP i n  A13!Wt t h e  GOR d i d  o f f i c i a l l y  beg in  implementing 
s e v e r a l  of t h e  p o l i c y  reforms being s u p p o r t e d  by t h e  PMPR, i n  
? a r t i c u l a r ,  t h e  i n t e r i m  f o r e i g n  exchange a l l o c a t i o n  sys tem.  The 
G 3 R  had a l r e a d y  begun implementat ion of o t h e r  p a r t s  of Rwanda's 
broader  s t r u c t u r a l  ad jus tmen t  program, a s  o u t l i n e d  i n  t h e  World 
a a n k ' s  P o l i c y  Framework Paper ( P F P )  and r e c e n t l y  approved by t h e  
Soar2s  of t h e  World Bank and IMF. 

world aank and IMr" involvement  i n  developing t h e  G O R ' s  SAP over t h e  
p a s t  t h r e e  y e a r s  f u r t h e r  i n c r e a s e s  t h e  p r o b a b i l i t y ,  i n  USAI3's 
a s sessment ,  t h a t  t h e  A .  I . D .  - suppor ted  reform measures w i l l  c o n t i n u e  
t o  be implemented, GOR c o n s u l t a t i o n s  wi th  t h e  IBRD and IMF a r e  
c o n t i n u i n g .  For example, an IMF miss ion  t o  review monetary and 
f i s c a l  t a r g e t s  has  been scheduled  f o r  August and a  world Bank 
miss ion  t o  review o t h e r  SAP t a r g e t s  has  been schedu led  f o r  
September.  

The commitment of t h e  c o u n t r y ' s  l e a d e r s h i p  and s e n i o r  t e c h n o c r a t s  
t o  t h e  reform p r o c e s s  a p p e a r s  t o  USAID t o  be f i r m e r ,  on b a l a n c e ,  
than  t h e  commitment of mid- and l o w e r - l e v e l  government employees.  
T h i s  p e r c e p t i o n  h a s  a l s o  been noted by s e v e r a l  o t h e r  donors  
suppor t ing  t h e  G O R ' s  r e fo rm program. The d i f f e r e n c e  w i t h i n  t h e  GOR 
may stem i n  p a r t  from how t h e  program is  p e r c e i v e d  t o  a f f e c t  t h e i r  
f u t u r e  and jobs.  To h e l p  b r ing  along p u b l i c  employees r e s p o n s i b l e  
f o r  implementing a s p e c t s  of t h e  USAID-funded reform program, t h e  
PMPR has  inc luded  t h e  i n s t i t u t i o n a l  s t r e n g t h e n i n g  component t o  
enhance t h e i r  a b i l i t i e s  t o  do new j o b - r e l a t e d  demands. I t  i s  a l s o  
hoped t h a t  t h e  o n - t h e - j o b  t r a i n i n g ,  formal  t r a i n i n g ,  and t e c h n i c a l  
a s s i s t a n c e  w i l l  encourage  Rwandans i n  making p o l i c y  a d j u s t m e n t s  
t h a t  a r e  i n  t h e  s p i r i t  of l i b e r a l i z a t i o n .  

2 .  Commitment of t h e  People .  

LTSAIB s t a f f  and c o n s u l t a n t s  have found t h a t  many segments  of t h e  
p o p u l a t i o n  do no t  f e e l  l i k e  they  were s u f f i c i e n t l y  c o n s u l t e d  on t h e  
~ o v e r n m e n t ' s  s t r u c t u r a l  ad jus tmen t  program. The GOR d i d  make an 
a t t empt  t o  c o n s u l t  t h e  g e n e r a l  p u b l i c  by sending t h e  M i n i s t e r  of 
? l a n  t o  a l l  of Rwanda's 10 p r e f e c t u r e s  i n  Februa ry  1990.  The 
a t t e m p t ,  however, s u f f e r e d  from being top-down and d i r i g  i s t .  

N e v e r t h e l e s s ,  t h e  p o p u l a t i o n  g e n e r a l l y  seems t o  b e l i e v e  t h e  
proposed economic r e f o r m s  a r e  necessa ry  and w i l l  b e n e f i t  t h e  
econony -- i f  t h e y  a r e  implemented a s  announced. T h i s  a g a i n  
r e f l e c t s  t h e  g e n e r a l  s u s p i c i o n  sur rounding government a c t i o n s ,  
whether on t h e  economic o r  p o l i t i c a l  f r o n t  ( S e e  S e c t i o n  1 I . C ) .  



The PNPR has  sough t  t o  b u i l d  upon t h e  g e n e r a l  p o p u l a c e ' s  c a u t i o u s  
accep tance  o f  t h e  reform by making t h e  s u s t a i n e d  t r a n s p a r e n t  and 
accoun tab le  o p e r a t  ion  of t h e  new f o r e i g n  exchange and import system 
a  p a r t  of t h e  C o n d i t i o n s  Precedent  f o r  t h e  d i sbursement  of both 
t r a n c h e s .  I f  t h e  economic reforms a r e  implemented i n  an open 
mannlr,  a s  ag reed  wi th  t h e  G O R ,  t h e  p o p u l a c e ' s  con£ i d e n c e  i n  t h e  
G O R  and t h e  economic reform process  w i l l  undoubtedly  i n c r e a s e .  A 
s ~ o c e s s f u l  PMPR c o u l d  be expected t o  have p o s i t i v e  s p i l l  -over 
e f f e c t s  r e g a r d i n g  p o p u l a c e ' s  assessment  of t h e  G O R ' s  s t r u c t u r a l  
ad jus tment  program, a s  well a s  i t s  d e m o c r a t i z a t i o n  e f f o r t .  

C. Assessment of Mission Capabilities 

T h i s  s e c t i o n  d e t a i l s  t h e  Miss ion ' s  c a p a b i l i t i e s  t o  c o n t i n u e  t h e  o n -  
going p o l i c y  d i a l o g u e  p rocess ,  monitor  t h e  agreed  upon GOR 
inplementa t  ion  a c t i o n s  and a s s e s s  program impact .  The Y i s s i o n ' s  
e s t a b l i s h e d  s t r e n g t h s  a r e  i n  i t s  a b i l i t y  t o  c o n t i n u e  t he  p o l i c y  
d i a l o g u e  p r o c e s s  and t o  monitor agreed  upon implementa t ion  a c t i o n s .  
I n  p a r t i c u l a r ,  USAID has  begun by c a r e f u l l y  reviewing t h e  f o r e i g n  
exchange a l l o c a t i o n  system. T h i s  monthly review w i l l  c o n t i n u e  
through t h e  program. To a s s e s s  program impac t ,  t h e  Mission and t h e  
GOR have a l r e a d y  i n i t i a t e d  j o i n t  a c t i o n s  t o  put  i n - p l a c e  a  
monitoring and assessment  system, a s  d e t a i l e d  i n  S e c t i o n  VI. The 
Mission has a l s o  r e o r g a n i z e d  i t s e l f  t o  p r e p a r e  f o r  t h e  i n c r e a s e d  
workload. The Miss ion  w i l l  r e - a s s e s s  t h e  workload and p r e s e n t  i t s  
recommendations a s  p a r t  of t h e  CPSP p r o c e s s .  The CPSP i s  t o  be 
p r e s e n t e d  t o  A I D / W  i n  t h e  second q u a r t e r  of FY 1992. 

1. Continuing the On Going Policy Dialogue. 

T h e  Mission d o e s  n o t  f o r e s e e  any d i f f i c u l t i e s  i n  c o n t i n u i n g  t h e  on- 
going p o l i c y  d i a l o g u e ,  There have been no d i f f i c u l t i e s  concerning 
Mission a c c e s s  t o  GOR o f f i c i a l s .  The Miss ion  D i r e c t o r  i s  accorded 
a  rank e q u i v a l e n t  t o  a  government m i n i s t e r .  Consequen t ly ,  he has 
immediate a c c e s s  t o  t h e  Min i s t e r  of P l a n n i n g ,  who i s  r e s p o n s i b l e  
f o r  the  G O R ' s  o v e r a l l  S t r u c t u r a l  Adjustment  Program (SAP) and f o r  
t h i s  PMPR. The M i n i s t e r  i s  a l s o  a  former employee of USAID1s on-  
going PMPR program, PRIME, 

The Program O f f i c e r  i s  r e s p o n s i b l e  f o r  t h e  PMPR. The Program 
O f f i c e r  d e a l s  on a  r e g u l a r  b a s i s  w i t h  t h e  M i n i s t e r ' s  ch ie f  
t e c h n o c r a t  r e s p o n s i b l e  f o r  c a r r y i n g  t h e  M i n i s t e r ' s  d e c i s i o n s ,  and 
t h e  M i n i s t e r ,  a s  n e c e s s a r y ,  He and h i s  s t a f f  members have se rved  
a s  de f a c t o  members of t h e  PAAD d e s i g n  team and a t t e n d e d  a l l  
meet ings w i t h  o t h e r  GOR agenc ies  and m i n i s t r i e s  t o  communicate GOR 
p o l i c y  and r e s o l v e  i n t e r n a l  d i f f e r e n c e s ,  He i s  a l s o  t h e  person 
r e s p o n s i b l e  f o r  e n s u r i n g  t h a t  the  o v e r a l l  SAP and t h e  PMPR i s  
c l o s e l y  moni to red ,  T h e  Miss ion ' s  FSN Program Economist,  FSN 
Program A s s i s t a n t ,  and t h e  l e a d  c o n s u l t a n t  from P R I M E ,  who s e r v e s  
on s e v e r a l  of t h e  M i n i s t r y  of P l a n ' s  s e c t o r  commit tees ,  a l l  have 
l o n g - e s t a b l i s h e d  r e l a t i o n s  w i t h  many GOR o f f i c i a l s ,  not  o n l y  i n  t h e  
M i n i s t r i e s  of P l a n ,  F inance ,  and Commerce, o r  B N R .  



I n  a d d i t i o n ,  t h e  Mission D i r e c t o r  and Program O f f i c e  s t a f f  l i a i s e  
f o r n a l l y  ( i . e . ,  monthly donor c o o r d i n a t i o n  mee t ings )  and on an a s -  
needed b a s i s  w i t h  o t h e r  donor r e p r e s e n t a t i v e s  p rov id ing  s u p p o r t  t o  
t h e  GOz's reform program. 

2.  Monitoring GOR Implementat ion Ac t ions .  

The Program O f f  i c e  i s  r e s p o n s i b l e  f o r  monitoring GOR implementa t ion  
a c t i o n s  r e q u i r e d  p u r s u a n t  t o  p o l i c y  reform c o n d i t i o n s ,  covenan t s  
and implementation a c t i o n s .  Given t h e  O f f i c e ' s  e s t a b l i s h e d  
r e l a t i o n s h i p s  w i t h  a l l  r e l e v a n t  M i n i s t r i e s  ( i . e . ,  Fore ign A f f a i r s ,  
P l a n ,  Finance,  and Commerce and Consumption) and t h e  N a t i o n a l  aank 
of Xwanda, t h e  c e n t r a l  bank, no d i f f i c u l t i e s  a r e  e x p e c t e d .  A s  
agreed ~ i t h  t h e  GOR,  t h e  M i n i s t r y  of Plan w i l l  assume t h e  l e a d  r o l e  
i n  ensur ing  t h e  n e c e s s a r y  i n f o r m a t i o n .  

The C o n t r o l l e r  Off i c e  w i l l  c o n t i n u e  t o  work w i t h  t h e  Program O f f i c e  
t o  e n s u r e  t h a t  t h e  c o n d i t i o n s ,  covenants ,  and implementat ion 
a c t i o n s  concerning t h e  r e s o u r c e  t r a n s f e r s  and a l l o c a t i o n s  a r e  
implemented a s  ag reed .  The Mission f o r e s e e s  no d i f f i c u l t i e s  i n  
t h i s  a r e a .  The f o r e i g n  exchange and l o c a l  cu r rency  p rocedures  and 
r e p o r t i n g  requ i rements  have a l r e a d y  been agreed t o  i n  d e t a i l  w i t h  
t h e  r e l e v a n t  G O R  b o d i e s .  The r e s p o n s i b l e  FSN i n  t h e  C o n t r o l l e r ' s  
O f f i c e  was a  member of t h e  PAAD team and has  had over s i x t e e n  y e a r s  
exper ience  working wi th  t h e  G O R ' s  f i n a n c i a l  sys tems a s  an employee 
of t h e  c e n t r a l  bank. 

3 .  Assess ing  Program Impact.  

The Program Off i c e  i s  r e s p o n s i b l e  f o r  c o o r d i n a t i n g  e f f o r t  t o  a s s e s s  
program impact.  The Program O f f i c e r  w i l l  o v e r s e e  t h e  e f f o r t s  of 
t h e  O f f i c e ' s  F S N  s t a f f  working o n  USAID t w o  A E P R P s .  A third of t h e  
Prograin O f f i c e r ' s  t ime i s  budgeted f o r  t h e  AEPRPs. The FSN Program 
Economist and Program A s s i s t a n t  w i l l  be working on a  on a  f u l l - t i m e  
and on a  h a l f - t i m e  b a s i s ,  r e s p e c t i v e l y ,  w i t h  t h e  GOR and U S A I D -  
funded c o n t r a c t o r s .  The M i s s i o n ' s  new USDH A s s i s t a n t  Program 
O f f i c e r  w i l l  a b s o r b  some of t h e  r e g u l a r  program o f f i c e r  d u t i e s  
performed by t h e  FSN Program A s s i s t a n t .  T h i s  w i l l  a l l o w  t h e  
Mission t o  c a p i t a l i z e  on t h e  F S N ' s  c o n t a c t s  i n  government .  A s  p a r t  
of t h e  Country Program S t r a t e g i c  P lan  (CPSP) e x e r c i s e  p lanned f o r  
t h e  f i r s t  and second q u a r t e r s  of FY 1992, t h e  Mission w i l l  a s s e s s  
t h e  a c t u a l  workload and d e t e r m i n e  i f  a d d i t i o n a l  c o n t r a c t o r ,  FSN, or  
USDH s t a f f  would be r e q u i r e d  t o  minimize Mission v u l n e r a b i l i t i e s .  
The Mission P r o j e c t s  O f f i c e  w i l l  p rov ide  a d d i t i o n a l  s u p p o r t  a s  
r e q u i r e d .  For example, t h e  P r o j e c t  O f f i c e  has  t h e  Mission 
e x p e r t i s e  on gender i s s u e s  and t h u s  w i l l  be invo lved  i n  e n s u r i n g  
t h o s e  e lements  of t h e  moni tor ing  and assessment  p l a n  a r e  
implemented p r o p e r l y .  



D. Environmental Considerations 

G i v e n  t h e  n a t a r e  of  t h i s  Pr2;ram G r a n t ,  3 C a t e g o r i c a l  ~ x c l u s i o n  h a s  
S e e n  a p ? r o v e d  by A I 3 / W .  7t2 ?M?X met t d o  c r i t e r i a  f o r  e x c l u s i o n :  

1. S e c t i o n  2 1 5 . ? ( c ) ( Z ) ( i )  and  ( i i i )  - e x c i u s i o n s  w i t h  
r e s p e c t  t o  ~ e c h n i e a l  a s s i s t a n c e  and  f o r  a n a l y s e s  
a n d  s t u d i e s :  and 

2 .  S e c t i o n  2 1 + . 2 ( c ) ( 2 ) ( v i )  - an  e x c l u s i o n  f o r  
c o n t r  i b u t i o r . ;  t o  i n t e r n a t i o n a l ,  r e g i o n a l  o r  
n a t i o n a l  o r l a n i z a t i o n s  by t h e  J n i t e d  S t a t e s  which 
a r e  n o t  f  t h e  p u r p o s e  o f  c a r r y i n g  o u t  a  
s p e c i f i c a l l y  i d e n t i f i a b l e  p r o j e c t  o r  p r o j e c t s .  

The  a p p r o v e d  I n i t i a l  E ~ v i r o n m e n t a l  E x a m i n a t i o n  ( I Z E )  f o r  
C a t e g o r i c a l  E x c l u s i o n  i s  f z ~ n d  i n  Annex C .  
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i d e p r e c i ~ t i a n  - 1  ? /  
R e a l  e i i e c t i v e  excnanpe r a t e  

i d e p r e c i d t : o n  -, ?/ 

6overnaen t f i n a n c e  - 

Jevenue and g r a n t s  - 2 .  0 8.3 Ib2 -7.4 33.7 11.2 a.  4 
Fievenue -1.8 0.0 3.2 -9.1 32.6 11.4 l ? . B  
T o t a l  e x o e n d i t u r e  and l e t  l e n d i n g  13.7 -5.5 -5.1 15.5 16.4 -0.7 3 ,  a 

( I n  p e r c e n t )  ---------------- 
l loney  ana c r e c l t  

D o n e s t i c  c r e d i t  31 15.2 17,4 13.5 19#8 6 . 8  7.1 5.1 
6 o v e r n r e n  t 31 15.3 5.8 6 , b  23.1 -2,7 -0.6 -1.0 
Economy 3/ - 0 1  11.6 6.8 -3.5 9.5 7.0 6.9 

l l oney  and q u a s i - r o n e y  [ H Z )  10.3 7.4 - 4  5.4 21.9 13.3 7,9 
V o l o c i t y  ( r a t i o  o f  6DP t o  fl21 5.9 5.7 5.0 5 . 6  5.7 5.9 5.9 

I n t e r e s t  r a t e  ( o n e - y e a r  s a v i n g s  d e p o s i t s )  4.5-5,O 4.5-5,O 1.5-5.0 12.0 I @ ,  . . . 
[In p e r c e n t  o f  6DP) ------.-.---------- 

T o t a l  r e v e n u e  and g r a n t s  15,d 16.6 17,l 15.7 16,0 16.1 1b.O 
T o t a i  r e v e n u e  13.5 13.1 15.8 12.4 13.2 12,6 13.1 
T o t a l  T o t a l  e x p e n d i t u r c  and n e t  l e n d i n g  11 23,9 21,8 21.1 24.1 22.4 19.2 10.3 

C c n s o l i d a t e d  f i s c a l  d e i l c i t  
c i n c l u d i n g  g r a n  t s l  I/ 

C o n s o l  l d a  t e d  f i s c a l  d e f i c i t  
. i e x c l ~ d i n q  q r j n t s i  4 i  
D o r e s t i c  bank f i n a n c i n q  
F o r e i g n  f l n a n c i n p  ( n e t ,  

-'"QT AVAILABLE COPY 
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Es:, i r s j e c t e c  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , 

i : t p r ? d i  'u r rpn :  acc;u; t ; O e * l c l  t - )  
If' 

- .  . ,,, .-, .t ic ;a j  o i i ~ c i a i  t r ~ n s i e r ;  - 1 1 , i  -11 ,3  -10.7 -10,5 -15,:  - ! 2 , 4  - l ! , 4  
- - 

I ~ c i u o i n g  c t t l c i a i  t r ~ n s i e r s  - 0 , 2  -5,: - 4  - 4  - 6 , o  -0 .1  - -  . . I  

!;:?ria! l e o t  ( ;utsdandi?p a t  end 9 ;  z e r i o d )  Z s , J  2 6 . 7  2 8 . 0  0 ,  6 ,  2 7 , l  2 7 , ?  
Dept s e r v i c e  r a t i o  51  16, :  I 18,5 17,7 20.9 0 ,  l a , e  
!n !erna l  j a y r e n  t s  51  4.4 j.i J I h b , 3  7.4 b a a  5 . 7  c S 

Gross  ones t i c  s a v i n q s  0,: 6 . 4  6 , 3  5. a 3,O 5.: 0 , :  

b 

i !n  r i l l i o n s  o f  SDRs! 

C v e r a l l  b ~ l a n c e  o f  paynen t s  i a e i i c i  t - i  
6 r o s s  o f  i i c l a l  r e s e r v e s  

( I n  r o n t n s  o i  : r p o r t s ,  c . i . i l )  

............................................................................................................ 
j o u r c e s :  The 6 o v e r ~ a e n t  o i  Rwanaa and IAF. b B 

11 The d e f l a t x  o f  p r i v d t e  c o n s u r p t i o n ,  as r e a s u r e d  i n  t h e  N a t i o n a l  Recounts, 
- .  
:/ Annua l  average change i n  e i i e c t i v e  exchange r a t e  i ndex .  / 

31 Expressed i n  p e r c e n t  o i  b e g i n n i n g - r e r i o d  roney  s t o c k *  
4 /  On a c o r r i t r e n t  b a s i s ,  
5 /  I n  p e r c e n t  o f  e x p o r t s  a f  goods and n o n f a c t o r  s e r v i c e s .  



-I i s ; ,  Pra:ec::cn;# 
........................................................................................................... 

Ex;cr:, i . o , a .  
-,  
1:' n n i c h :  c o i t e e ,  * . c , o .  

: r ~ o r t ,  t . 3 . 9 .  

:race k i ~ n c e  
:erv l i?S i f l e t !  

Or r n l c h :  i n t e r e s t  o f  debt 
? r i v a t e  t r ~ n s i e r s  [ n e t )  
Cur ren t  account balance: 

( e x c l u d i n q  o f f i c i a l  t r a n f e r s l  
O f f i c i a l  t r a n s f e r s  
i u r r e n  t acccun t balance 

cexc lud inq o i i i c i a l  t r a n f e r s )  
Long- te r r  cap1 t a l  i n i l o r  

l i r e c :  i n v e s t i r e n  t  
Net Ianq- term loans 

D i s o u r i e r e n t s  I /  
Repayren t s  

SPA 2 /  
Other i tems ( n e t )  

( i n c l u d l u q  e r r o r s  & o r t s s l o n s )  
O v e r a l l  bd iance 
F inanc ing:  

Purchase o f  IflF resources 
Off l c i a l  rese rve  change 

( - i n d i c a t e s  Inc rease)  
Chanqe i n  a r r e a r s  

14.3 29.0 29.9 42.9 - - 4.6 
( I n  u n i t s  i n d i c a t e d  1 .................... 

Cur ren t  account ba lance 
exc lud ing  g r a n t s  I p e r c m t  o f  6DP) -9.6 

Cur ren t  account b a l a n o  
I n c l u d i n g  g r a n t s  ( p a r c e n t  o f  6DP) -3.6 

Rranda f rancs  p e r  SDR 102.71 
Co f iee  e x p o r t  p r i c e  ( c e n t s / l b )  169.2 
Expor t  v o l u r e  g rowth  ( p e r c e n t )  17.7 
I r p o r t  v o l u r e  q r o r t h  ( p e r c e n t )  0.0 
Dept s e r v i c e  r a t l o  0.5 
Net f o r e i g n  rese rves  ( r a n t h s  a f  

impor t s ,  c . l . f . )  5.0 
hea l  6DP j r o r t h  5.5 

Sources: The Governrent  o f  Rwanda and IHF. 
I /  I nc ludes  Y o r l d  Bank s t r f l r t j ,  d l  a d j u s t r e n t  c r e d i t s  (USS45 r l l l i o n  per  yea r ) ,  as f r o #  1991. 
2 /  Ner e x t e r n a l  resources from the Specla1 P rog ra r  o f  Ass is tance f o r  Sub-Saharan A f r i c a  (SPA), l a r g e l y  i n  



l ? v e n c F  i n g  ; r~ r ts :  
3. , a -  ' ,  - 3 :  r ? - t e c 5 2  

3 7  r5 ; r t r l se  
12: i n c e p e  dnd oroi : !  
G? g o ? ~ s  and serv :c?s  

;n:erna::anai t r a d e  
i; an: i3 :  i a p o r :  d u t i 2 s  

: a i  i e e  e x o o r t  t a x  
i t n e r  !ax  r e v e n u e  

~ Q C ; ~ X  r e v e n u e  
j r d n f 3  
7.::~: exoe?.:;!lre i c o r q i t o e n t  o a s i s )  
ttirr2nt e x p e n a l  t u r e  

dages ana ;a i a r  i e s  
5 o c d s  and s e r v i c e ;  
i n t e r e s t  p a v o e n t s  

i n  d o r c r t i c  d e b t  
On e x t ~ r n a l  d e b t  

i r a ~ s i e r s  :; 
04 which :  c o f f e e  s e c t o r  

i a ~ ; : d !  e x p e n o l t u r e  
D e v e l o p r e n  t b u d g e t  
F o r e i g n - i ~ n a n c e d  

G r ~ n  t s  
Loans  

L e n d l n g  r i n u s  r e p a y m e n t  

3 2 i ; c i t  I c g a r i t r e n t  b a s i s )  
Exc l u d i n g  g r a n t s  
!nc l u d i n g  g r a n t s  

Change l n  a r r e a r s  ( r e d u c t i o n  - 1  0.72 0 m 9 9  -2.21 5.34 -5.34 -- -- 
J e i i c i t  ( c a s n  b a s i s )  -12 .87  4 . 2 9  -9.15 -9.52 -17.83 -7.99 - b . X  

Ci;cr?pancy ( f i n a n c l n q  r l n u s  d e f  1 c 1  t 1 - - om53 0.60 -- -- - - - - 

F i n a n c i r , g :  
F o r e i g n  I n e t !  

Drarrinq; 
A r o r t i z a t i o n  

h o e s  t i c  I n e t :  
6 a n k i n g  s y s t e a  
G t ner 
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* g o r ~ q a : ~ m  ::el;: 
---------------- 

ievcnues and qrants  
iieverlue 

'o ta l  exaend i ta re  and n e t  !endrng 
To ta i  ~ ~ u e n c i  t u r e  

Curyen t expend1 t u r e  
Cap i t a1  expend1 t u r e  

J v e r a l i  a e i i c i t  \ c o r m t i r e n t  :as is)  
:nc!ueing gran ts  
E x c l u d l ~ g  g ran ts  

Sources: The Governmerit of  Rwanda and I H F ,  

I /  Inc i i id inq ~ n c i a s s i i i e d  e x u e n a ~ t u r e s .  
!/ The raount  t o r  1991 rs the coun:erpart o f  the llS9110 r i l l i o n  r a i s e d  I n  the con tex t  o f  the specla1 

Prograr  o i  As;istance t a r  Sub-Saharan A f r i c a  ( S P A ) ,  

BEST A : . . ! ~ ! L ~ ~ ,  , 
'L- c o p y  



ANNEX B 

Logical Br8mowork 



ANNEX 8. LOGICAl FRAHEUORK FOR RUANDA's PRODUCTION AND MARKETING POlICY REFORM (PMPR) PROGRAM 

:~:===:==:==:==::==~=~=:=:=====:======:=====::====:=~:=~====~:====~==::=:=====:~:==~=====:==:==~==~===:==~:=:==~==:=~=:~::::=~::==:=~=z=: 

qar r a t i v e  Sumaarv V e r i f i a b l e  I n d i c a t o r s  Neans o f  V e r i f i c a ! i o n  I m p o r t a n t  A s s u m ~ t i o ~ s  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
GOAL # 

. - c 2 n t r i b u t e  !o q r o u i h  i ?  - ~mo l?vmen !  qnd  i n c c q e  I n  m a n u f a c t u r l n a  - c o m ~ a n v  e m ~ l o v m e n t  and c o s t  - peace and s e c u r i t v  2.. 

e m ~ l o v m e q t  and p r o d u c t i o n  and r e l a t e d  s ~ c t o r s  i n c r e a s e d  r e c o r d s  m a i n t a i n e c  
1 7  !he ned ium t e r m  

- an anti!^ and v a r i e t v  q f  accds i n c r e a s e d  - GOR r e ~ o r t s  and marke t  - no f u r t h e r  s e r i o u s  d i s r i o ! .  
s u r v e y s  i n  e x t e r n a l  t r 3 ~ s s o r t  ::ct: 

- no ma jo r  c e c l i n e  i n  
i n t e r n a t i o  a 1  c o f f e e  p r i c ? ;  'i 

- no s e r i o u s  d r o u g h t  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
PURPOSE END OF PROJECT STATUS 

- i n c r e a s e  c o m p e t i t i o n  i n  - GOR SAP s t i l l  b e i n g  imp lemen ted  - Wor ld  Bank,  IMF, and USAID 
t h e  s h o r t  r u n ,  and i n  s p i r i t  o f  l i b e r i a l i z a t i o n  a n a l y s e s  o f  SAP p r o g r e s s  
s u b s e q u e n t l y  p r o d u c t i o n  and 
emp loyaen t ,  i n  a a n u f a c t u r i n g  I n t e r m e d i a t e  P e o p l e - l e v e l  
and r e l a t e d  s e c t o r s  Impac t  Impac t  

t t t f t t t f f f t t t t t t  
- - - ON EFFICIENT MANUFACTURERS - - - - F i r m s  i d e n t i f i e d  by  DRC 

a n a l y s i s  by GOR and USAID 
p r o j e c t s  (PRIME and ASPAP) 

- more e m ~ l o v m e n t  - i n c r e a s e d  income - f i r m  e m ~ l o ~ m e n t  r e c o r d s ,  
by f i r m s  f o r  t h o s e  h i r e d  sample s u r v e y  o f  e m ~ l o y e e s  

t o  d e t e r m i n e  p r i o r  s t a t u s  

- morc o u t p u t  ( imp roved  s u p p l y  and - r e g u l a r  m a r k e t  su r vey  
v a r i e t y  o f  consumer bv  GOR 

- more d i v e r s i f i e d  { aoods 
p r o d u c t  l i n e s  

- GOR imp lemen ts  SAP as 3gr.e 
w i t h  O r e t t o n  Uoods 
i n s t i t u t i o n s  

- I m p o r t e r s  a r e  a b l e  t o  
i d e n t i f y  and i m p o r t  
commod i t i es  demanded by 
Rwandan f i r m  and consumers 

- Rwanda's m a n u f a c t u r e r s  adac'  
t o  c h a n g i n g  i n c e n t i v e  s t r v c -  
t u r e  

- c a p a c i t y  f 3 r  i m p r o v i t g  
m a n u f a c t u r i n g  s e c t o r  l i n k a ~ ~  
w i t h  r e s t  o f  economy e x i s t s  

- more i n v e s t m e n t  - more employnent  ( a n a l y s i s  o f  e f f i c i e n t  - e x p o r t  o p p o r t u n i t i e s  w i l l  t ;  
( b u s i n e s s e s  c o s t  d a t a  and i d e n t i f i e d  and access  t o  

- more p u r c h a s e s  f r om - more employment and ( sample s u r v e y  f o l l o u - u p  on e x t e r n a l  m a r k e t s  i s  f a v o r a b :  
o t h e r  d o m e s t i c  income r e s u l t s  f r o m  I l i n k a q e s  
s u p p l i e r s  seconda ry  e f f e c t  o f  - need f o r  s a f e t y - n e t  pr3q:aa: 

p o l i c y  r e f o r m s  n o t  p r e s s i n g  

- - -  OH FINAL GOOD I ! W R ? E 9 S  - - - - F i r m s  i d e n t i f i e d  by 
- AND OTHER COflFERCE SECTOR FIRMS - NOR r e c o r d s  

- more goods a t  l owe r  ( imp roved  s u p p l y  and - r e g u l a r  ma rke t  s u r v e y  
p r i c e s  ( v a r i e t y  o f  consumer by GOR 

( goods a t  l owe r  r e a l  
- g r e a t e r  d i v e r s i t y  o f (  p r i c e s  p r o v i d e s  

i m p o r t e d  goods ( househo lds  w i t h  an 
( income e f f e c t  and a  
( s t i m l ~ l u s  ( r e a s o n )  t o  

89  BEST A\IAILARILE COPY 

- GOR bud:?! d e f i c i t  i? 5 ' : ' :  
o u t - y e a r s  d i l l  n o t  s?r iq :s : .  
exceed c u r r e n t  IHF es t im? !? :  

- m a n u f a c t u r i n g  s e c t o r  has 
s u f f i c i e n t  l o c a l  c u r r e n c y  !: 
purchase  FX o f f e r e d  
under p rog ram 
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. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ________--------___----------------------------------------------------------------------------------------------------------------------. 

Y3rrative Summarv Verifiable Indicators Means of Verification Important A s s u m ~ t i o n s  
___________________----------------------------------------------------------------------------------------------------------------------. _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - - - - ~ - - - - - - - - - ~ ~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - * - - - - - - - - - - - - - - - - ~ - - - - - - - - - - - .  

( producelearn more t 

- more business volume( increased income - firm records and sample 
for traders, trans- ( for owner-operators interviews of employees to 
porters and others determine prior status 
uho market goods for 
export 

- nore emplovment ( increased income - firm records and sample 
( for those hired interviews of e m ~ l o y e e s  to 

determine prior status 

- - -  ON INEFFICIENT MANUFACTURERS - - - - Firms identified by DRC 
[the net effect depends on uhether snd analysis by GOR and USA10 
how firms adapt t o  chanaed structure of 
incentives] 

- same or less - e m ~ l o v m e n t  and - firm e m ~ l o y n e n t  
emplovment income effect is records 

indeterminant 
a priori 

- less or changed - effect on supply of analysis of business 
composition of consumer goods is ( production and cost data 
output indcterminant ( followed up with sample survey 

a priori ( 
( reports from Chamber of 

- l i t t l e n e w , s o m e  - e f f e c t  is ( Commerce and other business 
dis-investvent, and indeterminant ( groups 
divestment a priori 

- - -  ON EYPORTERS IN MANUFACTURING AND - Ministry of Commerce (MinCom) 
COMMERCE SECTORS - - - - - - - - - - - and National Bank of Rwanda 

(NBR) 

- more business volume( increased income - firm records and sample 
for traders, trans- ( for owner-operators interviews of employees to 
porters and others determine prior status 
uho nar ket 400ds for 
expor! 

- more nmolov~en! ( i ~ c r e a s e d  incone - firm records and sample 
! for thosc hired interviews of e m p l o ~ e e s  to 

determine prior status 

- more investment - increased output - analysis of business records 
3nd s m ~ l o v a e n t  and market survey 

- more purchases frcm - morc cmployren! and - analysis of business records 
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ANNEX 0 ,  LOGICAL FRAMEWORK FOR RWANOA's cROPI!CTIOY A N ?  WKETING PO!ICY REFORM (PMPR) PROGRAM 

........................................................................................................................................... 
~ a r r a t  i v e  Sumn2rv V e r i f i a b l e  I n d i c a t o r s  Means of Ve r i f  ica!ion Impor t an t  A s s u f l p t i o ~ s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ___________________-----------------------------------------------------------------------------------------------------------------------. 

INFUiS MAGNITUDE OF INPUTS 4 

.- Non-p ro j ec t  a s s i s t a n c e  - USC 2 5  mil!ion from PF4 

from On-going b . 1 2 .  P r o j e c t :  - PRIME p r o j e c j  ( 6 9 6 - 6 1 2 7 )  

t long and s h o r t - t e r m  S 493 ,000  
t e c h n i c a l  a s s i s t a n c e  

t c o u n t e r p a r t  f u n d s  : t h e  e q u i v a l e n t  o f  
C9O.000 

- From P lanned  Fo l lou -on  P r o j e c t  
w i t h  H o n i t o r i n g  U n i t :  

- r ev i ew  of 4 . 1 . D .  f i n a n c i a l  - G O R  f u l f i l l s  c o n d i ! i ) ? a i i : .  
r e p o r t s  and N a t i o n a l  Bank of 
Rwanda r e p o r t s  - A.1.D.  ass is !ance  i s  

d i s b u r s e d  and t r a c k e , j  
- P r o j e c t  r e c o r d s ,  s t u d i e s  

p r o d u c e d ,  s e m i n a r s  h e l d  - c o u n t e r p a r t  f u n d s  made 
a v a i l a b l e  

- PID and PP deve loped  

- PrqbG s i q n e d  by 3P f Y  1992 
: long and s h o r t - t e r m  t r 3 . 4  m i l l i o n  
t e c h n i c a l  a s s i s t a n c e ,  
commodi t i e s ,  and t r a i n i n g  

* c o u n t e r p a r t  f u n d s  t t h e  b a l ~ i v ~ l e n t  of 
C566.000 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  --------------------------------------------------------------------------------------------------------------------------------------.--- 

BEST AVAILABLE COPY 



ANNEX C .  

RWANDA P O L I C Y  FRAMEWORK MATRIX 

BEST AVAILABLE COPY 

9 3 



Rwanda: T l a e t r b l t  of Po l l c f  Action8 

Sec to r  O b ~ e c t l v e r  rod T r r g e t r  S t r r t e g l e r  and Herrurer  w 

1. Ex te rna l  r e c t o r  

a .  Exchrage r a t e  A t t r l n  rn exchrns t  race  t h a t  An i n l t i r l  d e r r l u r t i o n .  The I n l t i r l  devalur t ion  o n  
b l r n c a r  rupply and damand f o r  a ~ c h r n g a - r r t a  pollcy w l l l  ba Movenber 9 ,  1 9 9 0 .  
f o r e ign  currancy.  kept under regular  r e r l e v ,  red 

the r a t e  w i l l  be rd ju r t ed  If 
a a c r r r r r y .  

b. Import reglma P r o g r e r r l r e l y  l i b e r r  l i r e  Implemeot an open gena r r l  Before end-June 1992. 
impo r t r  . l l c a a r i n @  ryrcem, cha tormal l -  

t i e r  of vhlch r l l l  hare  been 
agreed becwren the hrradere  ? )  
Government and the  Bretton Voodr 
l n r t i t u t l o a r .  Thlr  ryrtem v l l l  
cover r  11 lmported product r ,  
except t o r  r  r e r c r l c t e d  l l r t  of 
product r  requiring r p e c l r l  
l l c e a r a r  l o r  r ecu r i cy  o r  haalch 

b taa8OO8 a 

In the merntlmr, r e p l r c e  t h ;  Announced on Novrmbrr 9 ,  
a x l r t  in8 import programming 1990, t o  hc rpp l l rd  
ryrcam by r  more l l k r r l  import before end-Aprll  1991. 
I l c e n r l n @  and fore l8n exchange 
r l l o c r t l o o  ryrtem. n l r  ryrtem* 
w i l l  r n ru re  the  r egu la r  r u p p l j  
of e r r e o t l r l  good8 fo r  which r  
r e r t r i c t r d  l i r t ,  not exceedlnt  
30 percent of the r r l u e  of t o t a l  
lmpor t r ,  h r r  been e r c r b l l r h e d .  
Thlr  l i r t  r l l l  be a k l l r h e d  once 
r u f f l c l e n t  r e rou ree r  become 
r r r l l r b l e .  

h p l r e e  q u r n t l t r t l r e  r a r t r l c -  Before end-Apcll 1991. 
t l o a a  p ro t ac t in@ l o c a l  indur- 
t r i e r  by curtomm duc la r  o r  
import r u r c h r r ~ a r .  

c .  C u r t o u  leg-  R r t l o n a l l r e  t he  t a r i f f  r t r u c t u r e  I ac reaae  t h e  minimum t a r l t t  t o  Implemented ( l a w  o f  
l r l r r l o n  and and r a r i a a  c u a r o m  l a a l 8 l a t i o a .  10 pa rcan t*  Dmcmmber 14, 1990). 
import d u t i e r  

l o  new exemptions t o  ba Throughout t he  program. 
lotroduced. 

Crrdua l l y  reduce import duty Implemented ( l r u  of 
r x n p t i o a o .  Lkeember 14, 1990).  

b o r e r t  a l l  r p o c i f l c  t axe r  t o  Implemanted (law of 
ad r a l o r a  t axe r  l o r  a l l  pro- Dlcrmkr  14, 1990).  
duc t s  except petroleum p rodue t r ,  
b e r e r a t e r ,  aod c i g r r r t t e r .  

Set  r  u x l m m  import duty r ad  Before end-April 1991. 
reduce the  -bet o l  r a t e r .  

L d u c r  t h e  uxlmum l t p o r t  duty .  J r n u r v  1992 and January 
1993. 

E l l m l n ~ t e  r e r t r l e t l o n r  on 
p a p e a t r  t o r  r e r r i c e r .  

E l lmln r t e  delay8 on t r a n r f e r r  of A 8  from Ju,?a 1991. 
p r o l l t r  end income ot  f o r e l a n  
l n r a r t o r r .  

Gradually r rduer  r e r c r l c t i o n r  on l%roushouc the  program. 
prfmantr fo r  r a r r l c e r .  
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Rvrndr: Ttmet rb le  of Pol icy  Act loar  ( con t i nued )  

Sec to r  Ob jec t l ve r  and Targe t8  S t r a t e a l e 8  and Hearurea Tlntng 

Expand and d i v e r r l f y  expo r t r .  Revlev expor t  promotton 
p o l l c l e r  . k f 6 r :  June 1991 

El lmlna t ion  of taxer  on non- I sp leaented  ( l a w  o f  
c o t f e e  exports. December 14 ,  1991).  

Reduce the  con ro l l da t ed  d e f l c l t  Po l l c f  of budaet r r f  r u r t e r l t y .  Throughout the  progrrz  
of the  Covernaeot.  

Reduce aoverament ne t  Indebted- Throughout the  prograq.  
near  t o  domertlc h n k r  and ,  f 
ooobrokr.  

C l lm ln r t l on  of a l l  e x i r t i n 8 '  December l f d .  
~ O H I ~ ~ C  a11er18. 

C l lm ln r t l on  of a l l  e x l r t i n a  Deccnber 1991. 
e x t e r a r l  r r r e r r r .  

No new domemtlc oc e x t e r n a l  Througllout the  program. 
r r r e r r a .  b 

6 

Crrdual  remove1 of i n d l r e c t  A s  from Jrnua  ry 1991. 
r o b r l d l e r  t o  publ ic  e n t e r p r i r e r .  

C l lm ln r t l on  of budaet r ry  A s  from 1991. 
t  r r n r f e r r  t o  t he  eof f e e  r e c t o r . .  

Improve 
a d a l n l r  
ryr tem,  

t h e  e f f l c l r n c y  r ad  Re t l ev  e n t l r r  t r u t l o n  r f r t em  1 9 9 1 ,  1992, and 1993 
t r r t i o n  of tha  t r u t l o n  and l t r  e d m i n i r t r r t i o n ,  and budae t  r . 
l n c r r r r e  t he  r h r r e  of  a r r d u r l l f  in t roduce  merrurer  to 

lacome and con ruap t l oa  t r x e r  l a  ba r a r eed  v l t h l a  t h e  frrmevork 
aoverament revenue,  and eneour-  of I'll? t e c h n l c r l  r r r l r t r n c r .  
r a e  p r i t r t r  r e c t o r  laver tment .  

I n c r e r r r  r r l e r  t ax :  Inplemented ( law of 
December 14,  1991).  - from 2 V r c e n t  t o  S percent  

f o r  e r r e n t l r l  aoodr;  

- from 1 percent  t o  10 percent  
f o r  r r r v i c e r  and e n t e r t a i n r o t ;  

- from 6 percent  t o  10 percent  
f o r  o t h e r  sooda. 

I o c r e r r e  r p e c i f i c  lmport t axe r  Implemented ( law of 
oo petroleum product r  In l i n e  R c e r a k r  14, 1991),  and 
with r d j u r t w a t  of t he  axchrn&r  throughout the  progcra.  
r a t e .  

l u l l  c o a t  recovery  f o r  P r r l o d l c  r e v l n r  of c h r r a e r ,  t o  Am from January 1991 and 
c - r r c l r l  r c t i v l t l e r  of the  a l low r e r r o n r b l e  p r o f l t r .  throuahout the program. 
C o v a r a r n t  . 
h C r e r r @  c o r e  recovery  f o r  moo- P e r i o d i c  review of u r e r  c h r r a e r .  Th'roughout the progrra .  
c o r e r c i a 1  pub l i c  r e r v l c e r .  

Reduce t a x  exemptlonr.  Morrtorlum on nev t a r  exemptlonr November 1990. 
accorded under t he  1987 
I n t e r t a e n t  Code. 
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I v r n d a :  T l a e t r b l e  o f  P o l l c f  A c t i o n r  ( c o n c l n u e d )  

S e c t o r  O b j e c t l v e r  and t a r g e t 8  S c r r t e g l e r  i n d  H e r r u r e r  Tlmlng 

4. Uoney,  c r e d i t ,  
r o d  i a c e r e r t  
r a t e r  

C l v l l  r e r r i c e  r e f o r m .  

4 L e r i e w  t a x  e x e a p t i o n r  a c c o r d e d  Liefore J u n e  1991 
u n d e r  I o r e r t r c n t  Code. 

Review a l l  r e l e v r n t  p o ' l l c l e r .  R e c o a ~ e ~ ~ d d  c L ~ n s  t 2 be 

1 m p l e a e ~ : e d  beglnnl- .g  
J a n u a r y  1.9 92. 

I a p r o r e  f i r n n l n s  and u n r s e w n t  P r e p r r r t i o n  of r  t o l l i n s  t h r e e -  F l n r l l r e  t h e  1991-03 P:P 
of  o p e r r c l n ~  and l n v e r c w n t  y e a r  p u b l i e  i o r e r t a e n t  p r o s r r a  k f o r e  m r c ' l  I ,  199 1 ,  
e x p e n d i c u r e r ,  w h i l e  e n r u r l n g  ( P I P ) .  f o r  l n c o r p o r r t l o n  of :he 

a d e q u t e  p r o t e c t i o n  f o r  e o c l a l  f i r s t  y e a r  l n  t 5 e  1 Q ? L  
r e c t o r  p r o g r r a e .  Budge t ,  a n d  r e p e r !  t b e  

e x e r c l r e  e r  9 y e a r .  

P r e p r r r t l o o  of  r n a u r l  p u b l i c  
,6 

September  1991 f o r  
e x p e o d l  t u r e  p r o s r r u  f o r  
r p e c i f l c  r e c t o r r .  

r g r l c u l t u r e ,  h e ~ l t i ,  
e d u c a t  l o r ,  p u b l l c  works .  
and t r a n s p o r t  ( f o r  
l n c l u s l o n  In  t h e  1792 
budget  ) .  S e p t e a b c r  1792 
f o r  n t h c r r  . t . r t - i r q  ( f o r  

l n c l u s t ~ n  1 1 t  c l l e  199 1 
budget  ) . 

R e h r b l l i t r t l o o  a n d  r e a r t u c t u t i n ~  A d o p t i o n  by t h e  C o r e r n a e n t  of r  B e f o r e  S e p c e e b e r  1991.  
of  p u b l i c  e a L e r p r i e e e .  g e o e r a l  p r i v r t i z r r i o a  r t r a t e g y .  

T i g h t  c r e d i t  p o l i c i e a  d r a i g n e d  
t o  c o n t a i n  i a f l a t l o n  a n d  r a r e  
p r e r r u r e a  oo t h e  h l a a c e  o f  
payman t a  . 

Improve  m o b i l i z a t i o n  a a d  
a l l o c a t i o a  o f  f l n a n e l a l  
r e a o u r e e a ,  by m a i n t a i n i n g  
p o r i t i v e  r8.l l n t e r e r t  r a t e r .  

P r e a e n t a t i o u  o f  p u b l l c  e n t e r r  B e f o r e  Deceabe r  1991.  
p r l a e  l r g l a l a t l o u  t o  P a r l l a m r n t .  

t h a a e d  e x e c u t i o n  o f  p u b l l c  A s  f r o u  J u n e  1191.  
e n t e r p r l a e  t e h r b i l l t r t l o n ,  
p r l v a t i r a t l o n ,  and l l q u l d r r i o n  
p r o s r a m a ,  a c c o r d i n g  t o  t h e  
t i m e t a b l e  f o r  t h e  IDA-supported 
p rog ram f o r  r e f o r m i n g  p u b l i c  
e a t e r p r l a r a .  

Q u a r t e r l y  c e l l i n s a  f o r  a e c  
d o m e a t l c  a a r e t a  a n d  n e t  c r e d i t  
t o  t h e  C o r e r p . w n t .  

Th roughou t  t h e  p rog ra - .  

G r a d u a l  a d o p t l o n  of  i n d i r e c t  1993 o r  r o o n e r  i f  
l n a t r v r 8 n t a  f o r  controlling and c o n d t c l o n r  p e r m l c .  

a l l o e a t l n g  d o m e a t l c  c r e d i t .  

Imp lemen t  a  I l e n l b l e  I n t e r e a t  Th roughou t  t h e  program.  
r a t r  p o l l e y  and  a i m p l l f y  t h e  
l o r e r e a t  r a t r  structure. 

I a c r e a a e  and  lmpoae a  a l n g l e  November 1 2 ,  1990 .  
r e d i r e o u n t  r a t r .  

I n c r e r r e  t h e  m l n i m m  d e p o a l t  Hoveaber  12 ,  1990 .  
r a t e .  

I n c r r a r r  t h e  max lmm l e a d l o g  November 12 ,  1990.  
r a t e .  

A b o l l r h  a l l  p r e f e r e n t i r l  r a c e s .  November 1 2 ,  1990. 

A b o l l a h  c o n t r o l  o f  l o c e r e s t  Dur lng  tb,e l a s t  r e a r  o f  
r a t e a  a f t e r  e l l m i n r t l o n  of  t h e  program o r  g o o n e r .  
d l r e c t  c r e d l t  c o n t r o l .  



R w r n d r :  T l a e t r b l e  of P o l l c y  A c t  l o n r  (continued) 

S e c t o r  O b f e c t l v e r  a n d  T a r g e t 8  S t  r r  t e g l e r  a n d  M e r r u r e r  T l n l  ng 

5 .  P r i c i n g  p o l i c y  A v o l d  d l r t o r t i o n s  i n  p r i c e  E l l a l n r t e  a l l  c o n t r o l r  o n  p r o f l t  Announced  N o v e l b e r  
f o r m a t l o a .  u r g i o s ,  e x c e p t  f o r  . o o o p o l l e r .  1990 .  R e p c r l  o! L a d  

b e f o r e  e n d - A p r l l  1 9 ? ! .  

A b o l l r h  f i x e d  p r l c e r  f o r  a l l  Announced  Wove3 be r 
p r o d u c t 8  e x c e p c  f o r  8 r a r l l  1 9 9 0 .  Cabinet d e c l q i o n  
number  o f  g o o d 8  a n d  r e r r i c e r .  b e f o r e  e n d - ! l a r c h  1 9 9 1 .  

F o r  t h o r e  g o o d r  r o d  r e t r i c e s  N o v e a b e r  1 3 9 0  t o  ~ p r t l  
w h o r e  p r l c e r  r e m a l n  f i x e d .  t h e  1 9 9 1 .  
f u l l  l m p a e c  o f  t h e  e x c h a n l e  r a c e  
r d j u r t m e o c  v i l l  b e  p r r r e d  
t h r o u g h  t o  t h e r e  p r l c e r .  # f 

6. A # r i c u l t u r t  a n d  
f o o d  r e c u r l t y  

I n r t l t u t t o n r l  r c r e n ( c h e n 1 n )  o f  S t r e n g t h e n  t h e  p l a n n i n g  u n i t  i n  B e g l n n l n g  Ln 1991.  
t h e  U a l r c r y  o f  ~ r l c u l c u r e .  t h e  H i n i r c r y  o f  & t i c u l t u r e  i n  

o r d r r  t o  u k e  i t  f u l l y  
o p e r r c l o n r l .  

B o o r t  a g r i c u l t u r a l  p r o d u c c i o a  by D e r e l o p m t n c  o f  n a t u r a l  r r r o u r c e r  T h r o u g h o ; b t h e  p r o g r a m .  
l n c r e r r l n g  y i e l d r .  i m p r o v i n g  f o r  u r e  i n  t h e  p r o d u c c l o n  o f  
r o i l  f e r t i l i t y ,  a n d  e x p a n d i n g  m i n e r a l  f e r t l l l z e r .  
c u l t  i v r b l e  l a n d .  

I n c r e r r e d  a n d  m o r e  e f  f  l c l e n t  u r e  T h r o u g h o u t  t h e  p r o g r a m .  
o f  i n p u t r .  

S t r e n ~ t h r n i n )  o f  t h e  l a n d  . T h r o u g h o u t  t h e  p r o g r a m .  
r e h r b t l i t r c i o o  p r o g r r m .  

E f f e c t  r e c l r m r t i o a  o f  e e r c r i n  T h r o u g h o u t  t h e  p r o g r a m .  
rwampr  a n d  u n d e r u t l l i r e d  m o w - -  
t r l n o u r * l r n d r  f o r  f r r m l n g .  

I m p t o r e  p r o c e r r l n g  a n d  u r k e t i n ~  D l r r t a l n r t e  l n f o r m r t l o n  o n  T h r o u g h o u t  t h e  p r o g r a m .  
o f  r ~ r l c u l t u r r l  producer, p r l c e r .  
r e r r l c e r  t o  r c o c k b r e e d e r r ,  r a d  
e n c o u r a g e  t h e  d e r e l o p m e n c  o f  D e f i o e  r n r c l o n r l  p o l i c y  f o r  T h r o u g h o u t  t h e  p r o g r a m .  
p r i r r t e  u r k e t i o g  o f  r g r i e u l t ~  e g r i c u l c u r r l  r e r r l c e r  t h r c  l r  
r r l  i a p u t r .  r p p l i c r b l e  u n i f o r m l y  f o r  a 1 1  

p r o  j e c t r  . 
R e o r g r n l r e  r g r i c u l t u r a l  e x c e n -  T h r o u g h o u t  t h e  p r o g r a m .  
r t o n  r e r r l c m r  t h r o u g h  t h e  
l a t e g r r t i o n  o f  p r o j e c t s  i n t o  r 
a r t i o n r l  t t r u e t u r e .  

P r o m o t e  b a o k  f i o r n e i o ~  o f  t h r  
r g r l e u l t u r r l  r e c t o r .  

U n r u r e  f o o d  a a c u r l t y  f o r  the 
p o p u l r c i o n .  

A r r i r t  f a r u r 8  t o  i d e n t i t y  T h r o u g h o u t  :he p r o g r a m .  
p r o j e e t r  .ad o b t a l n  bank c r e d i c .  

T i n r l l t r  r f o o d  r e c u r i t y  r c t l o n  J u n e  1 9 9 1 .  
p l a n  g e a r e d  t o w a r d :  

- r e t t i n )  up  r n  e a r l y  w r r n l q  
r y r t e m  t o  p r e v e n t  f o o d  
r h o r t r ( e 8 ;  

- r c h i e v l o g  o p t i v l  
o r g r o i r r t l o n  o f  e m e r g e n c y  
f o o d  r i d ;  

- l n c r c r r l n )  t h e  r o l e  o f  NGOr 
La f o o d  r e e u r t t y  p r o s r r m r ;  

- r t u d y i n ~  w r y 8  a n d  o c r n r  of 
e r c a b l l r h l n (  r r l n l m a  f o o d  
r e c u r i t y  r t o c k .  



Rwrndr :  T l m e t r b l e  of  P o l i c y  A c t l o n r  ( c o n t l n u e d )  

S e c t o r  O b j e c t l v e r  and T r r g e t r  S t r r t e g l e r  r o d  H e r r u r e r  TlmLng 

9 
P r e v e a c  r e v e n u e  l o r r e r  r a r u l t l n g  Improve t h e  q u a l i t y  r o d  l n c r e r r e  ~ e g f n n l n g  1- t h e  1991:9; 
f rom t h e  reduction i n  q u r l l t y  o f  t h e  y i r l d r  o f  Rwrodere  c o f f e e .  r e a r o n .  
c o f f e e  e r p o r t r .  

Avold  l i m l t l n g  t h e  number o f  Beg lnn tng  L ?  t h e  19911'32 
c o f f e e - b u y i n g  c r r d e r r .  r e r e o n .  

C l l a i n r t e  a n y  e x p o r t  Beg lnn lng  t n  t h e  1991!9: 
r e r t r i c c l o a r .  r e a r o n .  

L e i o v i g o r r t e  t h e  c o f f e e  r e c t o r .  C o m p l e t e  t h e  r e c t o r  r t r r t e g y  S rpcember  1991.  
r t u d y  t h a t  18 l o  p r o g r e r r .  

Omfloe r a  a c t i o n  p l a n  b a r e d  on D e c n b e r  19 
t h e  f l o d l n g r  of  t h e  r t u d y .  b Y *  

Imp lemen t  t h e  r e c o u r a d r t l o a r  Beg lnn lng  I n  t h e  1992:73 
a n d  che  a c t i o n  p l a n  a d o p t e d  r e r r o n .  
f o l l o w i n g  t h e  r c r r t e g f  r c u d f .  

Improve  t h e  r e t u r n  on  i n v a r t -  
m e a t 8  l a  t h e  t e a  r e c t o r .  

Improve  f i e l d r ,  p a r t i c u l r r l y  by Throughout  t h e  p r o g r a i .  
e o r u r i n g  i a c r r r r e d  and  more * 
e l f  i c l e n t  u r e  of i a p u t r .  C 

I n c r e r r e  e f f l c i e o c y  o f  t e a  Th roughou t  t h e  program.  
f r c t o r i e r ,  p a r t i c u l r r l y  by 
r e d u c i n a  c o r t r  and  l a p r o v i n #  
f r c t o r y  u n r a r m e n t  and p r o d u c t  . 
p u l l  t y .  

) ( r x i a i t e  t h e  t e a  r e c t o r ' r  eon-  U n d e r t r k a  r r t u d y  o n  t h e  l ong -  n r r c h  1992 .  
t r i b u t l o o  t o  t h e  a r t l o n a l  t e r m  d e v e l o p w n t  o f  t h a  r r r  
economy.  r e c t o r .  

7. I n d u r t r y  Improve  t h e  r f f i c l e a c y  o f  t h e  S i m p l i f y  a d r i n i r t r e t i v e  
l n d u r t r l r l  r r e t o r  r e d  p r o w c e  p r o e e d u r e r .  
t h e  p r l r r t e  r e c t o r .  

Th roughou t  t h e  prog r a n .  

R e v i a r  t h a  1987  L v e r t w n t  B e f o r e  J u n e  1991.  
Code. 

P romote  -11 e n t e r p r l r e r .  Th roughou t  t h e  program.  

L i b e r r l i r e  r e c r u l t w n t  o f  J u n e  1991.  
p e r r o n o a l  i n  t h a  p r l v r t a  r e c t o r .  

P r e p r r a  r n  r e t i o n  p l 8 e  t o  r e v i a r  J u n e  1992.  
l a b o r  l a ~ l r l a r l o n .  

t e c i l i t e t e  r c c a r r  f o r  8-11 1992.  
a n d  w d l u r s i r e  e n t e r p r l r e r  t o  
p u b l i c  e o a r r r e t r .  

L . ) u b l l l t r t a  t h a  m l n i r y  r a e t o r .  E v e l u r t e  t h e  p o r f o t u n e e  o f  t h a  J u n e  1991 .  
a e u  r i n l n a  u e l t r  (COOPMAR a n d  
RUDEHI). 

E r t r b l l r h  r f l + e 7 u r  w r k  p l a n  n id -1991 .  
l o t  REDWI. 

M v e r r i f y  t h a  e x p l o i t r t i o n  o f  
m i n e r a l  r e r a t r c e r .  

D e v e l o p  t h e  u r e  o t  lln r r  r a  Th roughou t  t h e  program.  
e g r i c u l t u r e l  f e r t i l i r e r .  

E n c o u r a g e  t h e  u r e  of  m i o e r r l  Th roughou t  t h e  program.  
r u b r t r n c e r  i n  l n d u r t r y  and 
c o o r c r u c t l o o .  
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R v r n d a :  T l a e c a b 1 e  o[  P o l i c y  Act  l o n r  ( c 3 n t  l n u e d )  

c .  . .  - =  - .:r O b J e c t i v e a  and  T a r g e t a  S t r r t e g l e a  a n d  H e a a u r e s  Tlml n g  

m e - :  a r !  

r  . P c ~ p u i a  t  i o n  r o d  L e s e e o  d e m o g r a p h i c  p r e r r u r e  by P u r a u e  t h e  n r t  i o n r  1  p o p u l a c  i o n  T h r o u g h o u t  t ~ e  p r c ~ g r a ? .  
v c a t n  i n  r e d u c i n g  t h e  number  o f  c h l l d r a n  p o l t c p  a n d  t o p l a m e n t  t h e  a c t t o n  
d e v e l o p m e n t  p e r  v o u u n .  p l a n  a d o p t e d  I n  J u l y  1 9 9 0  by 

P a r l l r a e ? t  a n d  t h e  G o v e r n m e n t ,  
w i t h  p r r t i c u l r r  e m p h r r l r  o n :  

- i n t e g r a t i o n  o f  p o p u l r t l o n  T h r o u g h o u t  t h e  p r ~ g r a ?  
p o l l c l e r  i n  t h e  f o r o u l r t l o n  
o f  r e c t o r r l  r t r r t e g i e s ;  

- o r k i n g  t h e  e n c i r e  ~ h r o u ~ h b u c  t h e  p r o g r a a .  
p o p u l r  t l o n  r w r  r e  o f  t h e  
n e e d  t o  i n t r o d u c e  f l a i l ) '  
p l a n n i n g ;  

b .  E d u c a t i o n  

P r o m o t e  t h e  r o l e  o f  v o a e n  l n  
r o c i o e c o n o o i c  d e v e l o p m e n t .  

- e x t e n d i n 8  f a m i l y  p l a n n i n g  
r e r v i c e r  t o  a l l  h e r l t h  
c e n t e r r ;  

- t h e  d e r e l o p a e n t  o f  d e c e n -  
t r a l i z e d  f a m i l y  p l r n n l n g  
p r o g r r a r  t o  r e a c h  a l l  
r t r r c r  o f  r o c i e t y ;  

I m p r o v l n ~  d l s r e s i n r t l o n  o f  t h e  
m o s t  a p p r o p r i a t e  t e c h n o l o g i e r  t o  
l l g h t e n  v o m e n ' r  v o r k l o r d s .  

I m p r o v i n 8  r c c e r r  o f  v o a e n  t o  
e d u c r t i o n .  

I a p r o r i n g  r c c e r r  o f  women t o  
c r e d l t .  

I n c r e a m e  t h e  number  o f  f e m a l e  
c o u n r r l o r r  i n  r 8 r l c u l t u r e .  

C n c o u r r e e  a t e a t e r  f e m a l e  
p r r t i c l p r t l o n  i n  t r r l n l n g  
r e r r i o n r  o f  CCDPT. 

T h r o u g h o u t  t h e  p r o g r a m .  

T h r o u g h o u t  t h e  p r o g r a i .  

T h r o u g h o u t  t h e  p r o g r a m .  

T h r o u g h o u t  t h a  p r o g r a n .  

T h r c t t ~ ~ l ~ n ~ ~ t  t h r  p r o j i r . l n .  

T h r o u g k o u t  t h e  p r o g r a m .  

Extending f r m l l y  p l a n n i n g  a n d  T h r o u g h o ~ ~ t  t h e  p r o g r a m  
p c l u r y  h e r l t h  c a r e  t o w a r d  women 
r a d  c h i l d r e n .  

P r o r i r l o n  o f  r r r l r c r n c e  t o  T h r o u g h o u t  t h e  p r o g r a m  
v o m e n ' r  r r r o c i a t l o n r  I n v o l v e d  I n  
p r o d u c c l o n  a n d  u r k r t l n 8 .  

I o p r o r e  q u r l l t y  o f  e d u c r t t o a  by A l l o c r t e  r d d l t l o n r l  r e r o u r c e a  T h r o u g h o u t  t h e  p r o g r a m .  
u r l n a  r r r l l r b l a  f t n r n c i r l  f o r  p r t m r c y  e d u e r t l o n  w i t h  r 
r e r o u r c e r  r r  e f f l c l e n c l y  r r  r i e v  t o  l n c r e r r l n ~  t h e  
p o r a l b l e .  e n r o l l m e n t  r a t e  a n d  l m p r o r l n g  

t h e  q a l l t y  of e d u c r t l o n .  

R e d u c e  t h e  d u r r t l o n  o f  p r l a a r y  F o r  t h e  b c g i n n i r g  of c k r  
e d u c a t i o n  f r o a  8 t o  6 y e a r s .  1 9 9 2 / 9 3  s c h o o l  y e a r .  



Rvr n d r  : T l m e t r b l r  o l  P o l l c y  A c t l o n r  ( c o n t i n u e d )  

S e c t o r  O b j e c t l r e r  and  T l t g e t 8  S t r r t r g l e r  r o d  h r r u r r r  Tlal ng 

f l n r l l r r  r e c t o r 8 1  r t r r t e g l r r  f o r  ~ r c e r b . * r  1992 .  
r r c o n d r r r  and  h l g h r r  a d u c r t l o n  
l a  o r d e r  t o :  

- c o o t l o u r  t h e  d r y - r c h o o l  
policy, l a  o r d e r  t o  
l a c r e r r e  t h e  
r t u d e a t l t e r c h r r  r r t l o ;  

- ( r r d u r l l y  r r d u c r  r t u d r n t r '  
r c h o l r r r h l p r ,  80 t h a t  l a  
t h o  l o o g e r  t e r m  o n l y  
r c h o l r r r h l p e  t o r  e x c e l l e n c e  
a r e  m l o t r l n e d ;  

- d e r l r e  and  imp lemen t  
f l o r n c l r l  r r r r n g e m a n t r  
r l l w l n g  r t u d e o t e  t o  
l r r d u r l l y  p r o v i d e  f o r  t h e i r  
m l n l m u  noodrg 

- p r o r l d r  l n c e n t l v e r  t o  
l n c r e r r e  l o c a l  p r l r r t r  
i a r e r t a a n c  l o  e d u c r t l o n ;  

- l n c r e e r e t h e n v r k r o f  
p r l r e t e l y  r u p p o r t e d  
r t u d e n t r  i n  h l a h e r  
e d u e r t i o a .  

h p r o r e  q u a l i t y  end  e f f l e i a s c y  t i n r l i r e  t h e  t l n e n c i n g  r t r r r r g y  0acrmb.r 1991.  
o f  h m l c h  m a t t l e e r .  of  t h e  h e a l t h  r e c t o r ,  f o e u r l n 8  

o n  t h e  r u p p l y  of  e e r e n t l r l  
w d l c l n e r ,  c o a t  r e c o v e r y ,  and  
t h e  d e v e l o p m e n t  o f  r m a d l c r l  
i n r u r r a c e  r y r  t e n .  

Imp lemen t  t h a  a b o v e  f i a r n e i n a  Throughou t  ithe p rog r rm.  
r t C a t e 8 7  

I n p r o r e  t t m  q u a l i t y  and q u a n t i t y  Th roughou t  t h e  program.  
ol h u l t h  e e r r i c a  p a r n o a n e l .  

d. S o c i a l  d i n r r -  P r o t e c t  r u l n a t r b h  p o p u l a t i o n  , P r e p a r e  r r o e l r l  r c t l o n  p l a n  J u a a  1991 .  
e l o n 0  of  # t o u p @ .  t r r a e t r d  a t  r u l n a r r b l e  p o p u l r -  
r d j u e t n n t  a n d  t i o n  l r o u p r ,  e a r u r i n a  p r r t l c u -  
d a r a l o p a a t  h r l y  t h a t  t 

- p o o r  p e o p l e  r e t a i n  r c c e e r  
t o  b a r i c  r e r r l c m r  d u r l n a  
t h e  r c r b l l l r r t l o n  p r r l o d ;  

- t h e  n e c e e e r r y  r e e o u r e a e  
w i l l  k r d a  r r r i l r b l e  t o  
d e a l  w i t h  t h e  p r l n c l p r l  
c r u r a r  of  d e a t h  (AIDS, 
u l n u t r l t l o a ,  l o c r  1 e n d r m l c  
d i r r r r e r )  ; 

- p r o g r r m r  l o r  p r o m o t i n g  
l r l n f u l  e a p l o p e n t  i n  r u r a l  
r r e r e  a r e  r t r e n l t h e n r d .  



Rwanda:  T l m e c a b l e  of  P o l i c y  A c t l o n s  ( c o n c l u d e d )  

s e c : ~ r  ~ b j e c c i v e a  and  T a r g e t s  Strategies a n d  l i e a s u r e s  T i m i n g  

E n s u r e  a  b s l a n c e  b e t w e e n  t h e  r i n a l l z e  t h e  n a t i o n a l  e n v l r o n -  # 
l . E n v i r o n ~ n t  

environment a n d  r a t i o n a l  e x p l o i -  m e n t a l  a c t i o n  p l a n  i n  o r d e r  t o :  
t a t  i o n  of r e r o u r c e r .  - u n d e r t a k e  l n f o r a a t l o n  a n d  T h r s u g h o u :  : h e  p : ~ g r j = .  

t r a i n i n g  p r o g r a m r  t o  o r i e  
a l l  l e v e l 8  o f  t h e  p o p u l a -  
t i o n  a w a r e  of t h e  n e c e 9 a l c y  
t o  p r o t e c t  t h e  e n v i r o n m e n t ;  

- o r g a n i r e  a  l e ~ r l  a n d  l n r t l -  1 9 9 1 .  
t u t i o n a l  f r a m e w o r k  t o  
e n a u r e  t h e  c o h e r e n c e  o f  
r c t l o n r  protecting t h e  
e n v i r o n m e n t  a n d  t h e  f o l l o w -  
u p  o f  a n n o u n c e d  e n v i r o n -  
m e n t a l  p o l l c i e r ;  

- d e v i a e  a  l a n d v r e  p r o g r a m ;  December  1 9 9 2 .  

- i m p r o v e  r o i l  c o n r e r v r t l o n  T h r o u g h o u t  t h e  p r o g r a a .  
a n d  strengthen reforests- b 

t l o n ;  

- r l l o v  efficient u s e  o f  T h r o u g h o u t  t h e  p r o g r a m .  
n r t u r r l  r e r o u r c e r ;  

- i m p l e a e n t  p o l l u t i o a  c o n t r o l  Throughout t h e  p r o g r a m .  
p r o g r a m s .  

A d o p t  m e r r u r e r  t o  e a r u r e  t h e  T h r o u g h o u :  t h e  p r o g r a o .  
r p p r o p r l r t e  d l r p o r r l  o f  u a r t e .  

I n t r o d u c e  e n r l r o n m e n t r l  p r o c e c -  1 9 9 2 .  
t i o n  p r o c e d u r e 8  a n d  o b j e c t i v e s  
i n  a l l  p r o j e c t s .  

C r e a t e  a n  r p p r o p r i r t e  i n f o r a a -  1 9 9 1 .  
t l o n  r y r t e m  t h a t  w o u l d  c o o r - -  
d i n r t e  t h e  d i r r e m l n r t l o n  o f  
k n o u l e d g e  o f  t h e  e n v i r o n a e n t  i n  
t v r n d r .  



Annex D 

INITIAL ENVIRONMENTAL EXAMIIJATION 
OR 

CATEGORICAL EXCLUSlON 

C o u n t r y  ; llwenda + 
T i t l e  of A c t i v i t y :  Mnnufac t ,u r ing  S e c t o r  Adjus t roel l t  P rogram ( M S A P )  

Funding  ; FY 1991 

I E E  F r e p a r c d  by : Henderson M , Pa t . r i  

E n v i r o n m e n t a l  Act,ion 
l%e;!i:~n~rnendcc\ : C a t e g o r i c a l  b;xclusion 

]Sl$c1,1r:8 jnr~ ; T h i s  a c t i v i t y  meets t .he  c r i t e r i a  ror C a t e g o r i c a l  
Kxc l u a l  nn i ri .qccordance w i t h  S e c t i o n  216 .  ?(c) of E c g u l a t i ( l r ~  16  a n d  
i a  t h c r e f ' o r e  ~xcluded Src:~m f u r t h e r  r e v i e w .  'The: k n t i r e .  S 2 0  m i l l i o n  
v i i l  be used ti) s u p p o r t  the [ i ' :  p c j l i c y  f  r e l a t ed  to 
i i b e r a l i t i n g  i t 3  i m p o r t  s y s t e m  arld t h e  d e r c g u l a t i o i ~  nf ; l .ts p r i c e  
cont , ro l  arid q u o t a  system. The u s e  of g r a n t  f u n d s  i s  n o t  t i e d  t o  
e i t h e r  f i l ~ t l ~ l ~ : : l ~ g  ~ p e c i f  ic commodi t i c s  o r  t o  . s p e c i f i c a l l y  
i d e n t i f i a b l e  p r o j e c t  o r  p r o j e c t s .  Section 2 1 6 . 2 ( ~ ) ( 2 ) ( 1 )  and  ( i i i )  
p r o v i d e  for a Categorical E x c l u s i o n  f rom environmental p r o c e d u r e s  
f o r  education, technical a s s i s t a n c e  o r  t . r a i n i n g  prograrns and f o r  
a n a l y s e s ,  studies, a c a d e m i c  o r  research w o r k s h o p s  a n d  meetings. 
The a c t l v i  t . j r  a l s o  meets the c r i t e r i a  o f  Section % 1 6 . 2 ( c )  ( 2 )  (vi 
which provide3 a Categorical  E x c l u s i o n  r c o n t r i b u t i o n s  $0 

i n t , ~ r n a t . l  ol.1,93., r e g i . o n a 1 ,  o r  n a t i o n a l  o r g a n i z ~ t t ~ i o n s  by  t h e  U n i t e d  
:I;T..I-.L=Y \ . ) I I ~ c ~ I  e.?i- y ' o t  for the ppurpobt; ?f  l :arrying out b spaci f  ica1.l.y 
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ANNEX F .  

T E E  SOCIO-ECONOMIC I W A C T  OF T E E  
STRUCTURAL ADJUSTMENT PROGRAM 

I .  OVERVIEW AND OTHER COUNTRY EXPERIENCE 

In t roduc t ion  

Before a s se s s ing  t h e  socio-economic impact of s t r u c t u r a l  
adjustment i n  Rwanda i t  i s  f i r s t  necessary  t o  review i n  e n  
o b j e c t i v e  way t h e  exper ience  of o the r  c o u n t r i e s  undergoing 
s t r u c t u r a l  adjus tment ,  p a r t i c u l a r l y  Afr ican c o u n t r i e s .  Without 
f i r s t  looking a t  o b j e c t i v e  informat ion i t  would be d i f f i c u l t  t o  
make an informed judgment about t h e  l i k e l y  "winners and " l o s e r s "  
from s t r u c t u r a l  adjustment i n  Rwanda. 

6 

The exper ience from o ther  c o u n t r i e s  sheds  some i n t e r e s t i n g  
l i g h t  on t h i s  s u b j e c t .  I t  demonstrates t h a t  t h e  most vu lnerab le  
and poores t  groups  have g e n e r a l l y  not been adverse ly  a f f e c t e d  by 
s t r u c t u r a l  adjus tment ,  con t r a ry  t o  some common th iqk ing .  The 
groups  which have been most hu r t  by s t r u c t u r a l  adjustment a r e  
u s u a l l y  urban formal s e c t o r  employees u s u a l l y  employed by t h e  c i v i l  
s e r v a n t s ,  p a r a s t a t a l s ,  or p ro t ec t ed  manufacturing or  commercial 
f i rms .  These groups  a r e  not t h e  poores t  or t h e  most vu lnerab le  
group i n  t he se  c o u n t r i e s .  

The Process  of S t r u c t u r a l  Adjustment 

The o b j e c t i v e  of s t r u c t u r a l  adjustment exper ience  i s  t o  
r e s t o r e  s u s t a i n a b l e  economic growth and t o  make l a s t i n g  p rog re s s  i n  
a l l e v i a t i n g  pover ty .  T h e  process  i s  l e n g t h y ,  however , of t e n  faced 
w i t h  complex cha l l enges  i n  c o n t r o l l i n g  i n f l a t i o n ,  achieving a  
s u s t a i n a b l e  balance of payments s i t u a t i o n ,  changing t h e  i n c e n t i v e  
s t r u c t u r e s ,  s t r eng  t h e l i n g  i n s t i t u t i o n s ,  mobil izing sav ings  and 
increas ing  investment .  Cont ro l  of i n f l a t i o n  and r educ t ion  of t h e  
e x t e r n a l  d e f i c i t  a r e  o f t e n  at tempted a t  t h e  beginning of t h e  
program t o  l a y  t h e  foundat ion f o r  s u s t a i n a b l e  economic growth. 

When enough progress  has been achieved w i t h  t h e  i n f l a t i o n  and 
balance of payments problems, s t r u c t u r a l  reforms t o  improve 
resource  a l l o c a t i o n  and t o  l i f t  o the r  impediments t o  growth a r e  
i n i t i a t e d .  Thus an analysis of performance indicators on or two 
years after the initiation of an adjustment effort reveals little 

'see World Bank -Supported Adjustment Programs Country 
Performance and E f f e c t i v e n e s s ,  V i t t o r i o  Corbo and Pa t r  i c i o  Rojas,  
The World Bank, 1 9 9 1 .  



about the effectiveness of an adjustment program, Rather, it will 
more likely pick up the short-term adjustment costs instead of the 
medium- and long -term benefits, 

c r o s s - c o u n t r y  r e s e a r c h  where  enough time h a s  been  p a s s e d  # s i n c e  
t h e  i n i t i a t i o n  o f  t h e  a d j u s t m e n t  p r o c e s s  would p e r m i t  a more 
c o m p l e t e  e v a l u a t i o n  o f  t h e  e f f e c t s  of  s t r u c t u r a l  a d j u s t m e n t  
p r  og r  ams . 
C r o s s - C o u n t r y  R e s e a r c h  on t h e  Economic Impac t  
o f  S t r u c t u r a l  Ad jus tmen t  

S e v e r a l  s t u d i e s  h a v e  been  u n d e r t a k e n  t o  compare  
p e r f o r m a n c e  of c o u n t r i e s  which have  u n d e r t a k e n  
a d j u s t m e n t  p rog rams  v s .  t h e  p e r f o r m a n c e  of c o u n t r i e s  which have  n o t  
u n d e r t a k e n  a d j u s t m e n t  p rog rams .  

The  r e s u l t s  of  t h e  s t u d i e s  have  been  q u i t e  c o n s i s t e n t ;  t h a t  
a d j u s t i n g  c o u n t r i e s  have  o u t p e r f o r m e d  non-ad j u s t i n g  c o u n t r i e s  
s t a n d a r d  i n d i c a t o r s  of  economic p e r f o r m a n c e  s u c h  a s  G D P  g r o w t h  
e x p o r t  g r o w t h ,  and s a v i n g  r a t e s .  For  example  a World Bank r e v i e w  2 

of  a d j u s t m e n t  p rog rams  wor ldwide  i n d i c a t e d  t h a t  a d j u s t i n g  c o u n t r i e s  
a v e r a g e d  2 %  p e r  y e a r  h i g h e r  a n n u a l  GDP g r o w t h  r a t e s ,  4 %  h i g h e r  
r a t e s  o f  d o m e s t i c  s a v i n g ,  and 5% h i g h e r  e x p o r t s  t o  G D P ' r a t i o s .  

A s e p a r a t e  s t u d y  by US AID^ examined t h e  d i f f e r e n c e  i n  
p e r f o r m a n c e  be tween  27 a d j u s t i n g  and  n o n - a d j u s t i n g  c o u n t r i e s  i n  
A f r i c a  o v e r  t h e  1980-1987 time p e r i o d .  T h i s  r e p o r t  ( s ee  T a b l e  1 
b e l o w )  found  t h a t  r e f o r m e r s  had h i g h e r  r a t e s  o f  GDP g r o w t h  ( 2 . 9 %  t o  
1 % ) ,  a g r i c u l t u r a l  s e c t o r  g r o w t h  ( 4 . 0 7 %  t o  1 . 3 8 % )  e x p o r t  g r o w t h  
( 2 . 3 9 %  t o  - 5 . 3 5 % ) ,  and  lower  r a t e s  o f  i n f l a t i o n  ( 2 0 %  t o  2 5 % ) .  

O the r  s t u d i e s  h a v e  c o n f i r m e d  t h a t  a d j u s t e r s  had s t r o n g e r  
economic  p e r f o r m a n c e ,  even  when a d j u s t i n g  f o r  e t e r n a l  s h o c k s  and 
non-program v a r i a b l e s  ( e . 9 .  d r o u g h t ,  w a r s ,  terms of  t r a d e  
d i f f e r e n c e s )  . F o r 4 e x a m p l e  a f t e r  a d j u s t i n g  f o r  t h e s e  v a r i a b l e s ,  a 
World Bank s t u d y  found  t h a t  a d j u s t e r s  had h i g h e r  GDP g r o w t h  
r a t e s ,  h i g h e r  e x p o r t s  t o  GDP r a t i o s ,  and  h i g h e r  s a v i n g  t o  GDP 
r a t i o s .  

L ~ e e  R e p o r t  on A d j u s t m e n t  Lending 11: P o l i c i e s  f o r  t h e  
Recovery  o f  Growth,  t h e  World B a n k ,  1 9 9 0 ,  pp.22-25.  

3 ~ e e  " F r e s h  S t a r t  i n  .Af r i c a :  A I D  and S t r u c t u r a l  Ad jus tmen t  i n  
A f r i c a "  by J e rome  Wolg in ,  a u g u s t  1990 .  
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T a b l e  1: A f r i c a n  Economic  P e r f o r m a n c e  
A d j u s t e r s  v s .  N o n - A d j u s t e r s  

( a n n u a l  a v e r a g e ,  1 9 8 0 - 1 9 8 7 )  

~ d j u s t e r s  N o n - A d j u s t e r s  

G r o w t h  *$E GDP ( % )  2 . 9 0  
A g r i c u f t u r a l  Growth  ( $ 1  4 . 0 7  
R e s o u r c e  B a l a n c e  ( %  o f  GDP) 6 . 7 9  
Terms o f  T r a d e  ( %  c h a n g e )  -1 .76  
F i s c a l  D e f i c i t  ( %  o f  GDP) -5 .76  
C r e d i t  E x p a n s i o n  ( % )  1 6 . 2 6  
Nominal  E x c h a n g e  R a t e  ( 1 9 9 0  = l o o )  4 5 . 8 8  
I n f l a t i o n  R a t e  ( % )  20 .04  
G r o w t h  o f  I m p o r t s  ( % )  2 . 3 9  
G r o w t h  o f  E x p o r t s  ( % )  4 . 0 8  

S o u r c e :  " F r e s h  S t a r t  i n  A f r i c a :  A I D  a n d  S t r u c t u r a l  A d j u s t m e n t  i n  
A f r i c a , "  by J e r o m e  W o l g i n ,  A u g u s t  1 9 9 0  

C r o s s - C o u n t r y  R e s e a r c h  on  t h e  S o c i a l  I m p a c t  
o f  S t r u c t u r a l  A d j u s t m e n t  

T h e r e  a r e  f ew  s u b j e c t s  i n  t h e  f i e l d  o f  i n t e r n a t i o n a l  
d e v e l o p m e n t  w h i c h  h a v e  g e n e r a t e d  a s  much i n t e r e s t  a n d  c o n t r o v e r s y  
i n  r e c e n t  y e a r s  t h a n  t h e  q u e s t i o n  o f  w h e t h e r  s t r u c t u r a l  a d j u s t m e n t  
h a s  r e d u c e d  t h e  w e l f a r e  o f  t h e  p o o r .  G r o u p s  s u c h  a s  t h e  U . N .  
C o m m i s s i o n  f o r  A f r i c a  ( E C A )  a n d ,  s e v e r a l  A f r i c a n  g o v e r n m e n t  
o f f i c i a l s  h a v e  s t a t e d  t h a t  t h e  human a n d  s o c i a l  c o s t s  o f  s t r u c t u r a l  
a d j u s t m e n t  p r o g r a m s  i n  A f r i c a  h a v e  o f t e n  e x c e e d e d  t h e  r e a l  o r  
i n t e n d e d  b e n e f i t s .  

I t  h a s  b e e n  a r g u e d  t h a t  t h e  mos t  v u l n e r a b l e  p o p u l a t i o n  g r o u p s ,  
i n  p a r t i c u l a r  t h e  p o o r e s t  s e g m e n t s ,  women, c h i l d r e n ,  d i s a b l e d ,  a n d  
t h e  a g e d  a r e  b e i n g  s e v e r e l y  a f f e c t e d  by s u c h  measures a s  l imits o n  
c i v i l  s e r v i c e s  w a g e s  t o  b e l o w  t h e  i n f l a t i o n  r a t e ,  r e t r e n c h m e n t s  o f  
c i v i l  s e r v a n t s  a n d  p a r a s t a t a l  e m p l o y e e s ,  t h e  c u t t i n g  o f  f o o d  
s u b s i d i e s ,  a n d  t h e  r e d u c t i o n  i n  e x p e n d i t u r e s  o n  h e a l t h  a n d  
e d u c a t i o n .  

However when t h e  c r o s s - c o u n t r y  r e s e a r c h  i s  u s e d  t o  e x a m i n e  i n  
a f a c t u a l  way t h e  i m p a c t  o f  s t r u c t u r a l  i m p a c t ,  some i n t e r e s t i n g  
r e s u l t s  e m e r g e .  F i r s t ,  t h e  g r o u p s  n o r m a l l y  t h o u g h t  t o  b e  t h e  m o s t  
v u l n e r a b l e  ( t h e  p o o r )  a r e  g e n e r a l l y  n o t  a d v e r s e l y  a f f e c t e d  by  
s t r u c t u r a l  a d j u s t m e n t  p r o g r a m .  S e c o n d ,  t h e  g r o u p s  
w h i c h  a r e  t h e  m o s t  a d v e r s e l y  a f f e c t e d  a r e  f o r m a l  s e c t o r  e m p l o y e e s  
o f  t h e  c i v i l  s e r v i c e ,  p a r a s t a t a l s ,  a n d  p r o t e c t e d  m a n u f a c t u r i n g  
f i r m s .  



we w i l l  now examine what some of t h e  r e sea rch  f ind ings  a r e  
regarding t h e  s o c i a l  impact of adjustment on t h e  most vu lnerab le  
groups,  then we w i l l  t u rn  t o  t h e  what t h e  socio-economic impact of 
t h e  program i s  l i k e l y  t o  be i n  Rwanda for  both t h e  o v e r a l l  
s t r u c t u r a l  adjustment program and f o r  t h e  USAID-supported component 
of t h e  program. 

I d e n t i f i c a t i o n  o f  t h e  p o o r e s t  and most v u l n e r a b l e  groups .  r n  
any country  concerned w i t h  t h e  s o c i a l  impact of s t r u c t u r a l  
adjustment one m u s t  begin w i t h  an i d e n t i f i c a t i o n  of t h e  who a r e  t he  
poorest  and most vu lnerab le  groups i n  t h e  p o q l a t i o n .  S t u d v s  from 
a  n u m b 7  of c o u n t r i e s  (Cote d t I v o i r e  , Madagascar , "Id Cameroon ) i n d i c a t e  t h a t  i n  most Afr ican c o u n t r i e s  t h e  poorest  a , e  
r u r a l ,  r a t h e r  than urban, and self-employed r a t h e r  than wage 
l a b o r e r s .  In some c o u n t r i e s  l a r g e r  p ropor t ions  of t h e  poor a r e  
concent ra ted  i n  one geographic  reg ion ,  while i n  o t h e r s  they a r e  
spread more evenly throughout t h e  country .  

* 
I n  Cote d t I v o i r e ,  a  r e l a t i v e l y  urbanized country  fo r  Af r i ca  

( 4 1 % ) ,  85% of t h e  poor (de f ined  here  a s  poorest  30% of t he  
popula t ion)  l i v e  i n  r u r a l  a r e a s .  In t h a t  country  over 7 0 %  of t h e  
poor populat ion r ece ive  some of t h e i r  income from export  c rops  
(cocoa,  c o f f e e ,  o i l  palm, or c o t t o n ) .  In Madagascar 19 of percent  
of t h e  populat ion a r e  urban. I n  t h a t  country 88% of t he  poor 
(bottom t h i r d  of population below t h e  poverty l i n e )  a r e  r u r a l .  In 
Cameroon over 9 0 %  of t h e  poor l i v e  i n  r u r a l  a r e a s  and 8 0 %  of t h e  
poor have no educa t ion .  

A g r i c u l t u r a l  p r i c e  changes .  From t h e  above informat ion we can 
s e e  t h a t  i n  many Afr ican c o u n t r i e s  poverty i s  a  l a r g e l y  a  r u r a l  
phenomenon. In t h e  vas t  major i ty  of cases  t he  primary source  of 
income i s  from a g r i c u l t u r e ,  and i n  many cases  t h e  primary source  of 
cash income i s  from export  c rops .  The incomes of those  farmers 
h a v e  u s u a l l y  r i s e n  a s  a  f i r s t  r o u n d  s e t  o f  e f f e c t s  t o  a d j u s t m e n t  
through both exchange r a t e  adjustment a g r i c u l t u r a l  p r i c e  reform. 

Small farmers a r e  u sua l ly  ne t  b e n e f i c i a r i e s  under downward 
exchange r a t e  adjustment because they export  1 0 0  percent  of t h e i r  
ou tpu t s  b u t  t y p i c a l l y  use very l i t t l e  imported inpu t s  such a s  
f e r t i l i z e r s .  

Food p r i c e s .  The p r i c e  and a v a i l a b i l i t y  of food under 
s t r u c t u r a l  adjustment programs i s  another concern r a i s ed  by many 
observers .  One t h e  major c r i t i c i s m s  of adjustment programs has 
been t h e  b e l i e f  t h a t  through deva lua t ion ,  e l i m i n a t i o n s  of food 
s u b s i d i e s  and t h e  l i b e r a l i z a t i o n s  of a g r i c u l t u r a l  markets t h a t  food 

5 ~ e e  "The D i s t r i b u t i o n  of Welfare i n  t he  Republic of Cote 
d t I v o i r e  i n  1985, world Bank LSMS Working Paper Number 2 9 ,  1 9 5 7 .  

6 ~ e e  Wolgin,op. c i t .  p.19 

7 ~ e e  Jerome Wolgin, op. c i t .  p.18 



p r i c e s  would inc rease  markedly, t h u s  having nega t ive  impacts on 
food s e c u r i t y  for  t h e  poor. 

The evidence from a  group of 11 c o u n t r i e s  f o r  which da t a  8 

a r e  a v a i l a b l e  sugges t s  t h a t  more o f t e n  food p r i c e s  have falYen i n  
r e a l  terms a f  t e r  adjustment .  For Ghana, Malawi, Mali, Senegal ,  
Niger, Somalia, t h e  Gambia, and Tanzania,  r e a l  food p r i c e s  f e l l  or 
s tayed t h e  same during adjustment .  In Madagascar, Kenya, and 
Zambia r e a l  food p r i c e s  rose .  The reason food p r i c e s  tended t o  
d e c l i n e  i n  those  c o u n t r i e s  is  p a r t l y  a s soc i a t ed  w i t h  exogenous 
f a c t o r s  such a s  t h e  p r i c e  of c e r e a l s  on t h e  world market or weather 
cond i t i ons  i n  t h e i r  own country .  In a d d i t i o n  marketing 
l i b e r a l i z a t i o n  and increased  fo re ign  exchange access  l ed  t o  
increased imports  of food which put downward p re s su re  on fovd 
p r i c e s .  

Income e f f e c t s  . Overa l l ,  t h e  incomes of t he  poorest  
( p r i m a r i l y  r u r a l )  groups have held up wel l  under African adjustment 
programs fo r  t h e  reasons  i nd i ca t ed  above. Agr i c u l t u r a l  export  crop 
p r i c e s  have r i s e n  while food p r i c e s  have usua l ly  s tayed t h e  same or 
dec l ined .  In t he  formal s e c t o r ,  r e a l  wages have o f t e n  dec l ined ,  
p a r t i c u l a r l y  among c i v i l  s e r v a n t s .  T h i s  c o n t r a c t i o n  has had l i t t l e  
impact on the  poor hoover because l e s s  than 5% of t h e  poor a r e  
employed i n  t h e  formal s ec to r  i n  most African economies. T h u s  t h e  
poores t  groups a r e  un l ike ly  t o  be d i r e c t l y  a f f e c t e d  by c b n t r a c t i o n s  
i n  c i v i l  s e r v i c e  or formal s e c t o r  employment. 

Soc i a l  Spending. Another c r i t i c i s m  of s t r u c t u r a l  adjustment 
has been t h a t  expendi tures  hea l th  and educat ion c o n t r a c t  
d r a s t i c a l l y  during adjustment .  F i r s t  of a l l  i t  i s  important  t o  
e s t a b l i s h  what l e v e l  of government s e r v i c e s  t h e  poor a r e  a l r eady  
receiving ( b e f o r e  ad jus tmen t ) ,  and second g e n e r a l l y  examine how 
expendi tures  i n  t h e  s o c i a l  s e c t o r s  a r e  a f f ec t ed  by adjustment .  

In many Afr ican c o u n t r i e s  t h e  poor r ece ive  d i s p r o p o r t i o n a t e l y  
fewer b e n e f i t s  from government s o c i a l  expendi tures ,  w i t h  or without 
s t r u c t u r a l  adjustment .  For example i n  Cote d l I v o i r e  only 1 2 %  of 
t h e  household members i n  poor f a m i l i e s  a t t e n d  primary school ,  whi le  
fo r  t h e  non-poor, 20% do. S imi l a r ly  , only 5% of t h e  poor who wsre 
s i c k  v i s i t e d  a  doctor  while 218 of t he  non-poor d id .  
Consequently i t  i s  not c l e a r  t h a t  a  reduc t ion  i n  government 
s e r v i c e s  would have a  nega t ive  impact on t h e  poor because i n  most 
cases  they were not t h e  main b e n e f i c i a r i e s  of those  s e r v i c e s  i n  t h e  
f i r s t  p lace .  

* see  David Sahn, " F i s c a l  and Exchange Rate Reforms i n  Afr ica :  
Consider i n g  t h e  Impact on t h e  Poor, 'I (unpublished manuscript ,  
1 9 8 9 )  pp. 9 3 - 1 0 5  

'see Paul Gleuwe and Dennis de Tray,  "The Poor During 
Adjustment: A Case Study of Cote d l I v o i r e ,  World Bank LMLS Working 
paper Number 47, 1988 pp.27-28. 



Turning t o  t h e  second ques t ion  of how s o c i a l  expendi tures  were 
a f f e c t e d  by adjustment we look a t  1 3  c o u n t r i e s  unq5rtaking 
adjustment programs fo r  which such d a t a  a r e  a v a i l a b l e .  ~ r  om 
t h e  a v a i l a b l e  evidence,  i t  appears t h a t  no sys temat ic  pa ' t tern 
e x i s t s ;  i . e .  c o u n t r i e s  a r e  j u s t  about a s  l i k e l y  t o  i n c r e a s e  s o c i a l  
expendi tures  during adjustment a s  t o  reduce them: 

o  h e a l t h  expendi tures  a s  a  percentage of t o t a l  d i s c r e t i o n a r y  
government expendi ture  ( i . e . ,  government expendi tures  ne t  of 
i n t e r e s t  payments) increased i n  6 c o u n t r i e s  and decreased i n  
7 : 

o r e a l  h e a l t h  expendi tures  increased i n  6 and decreased i n  7 )  

o  educat ion expendi tures  a s  a  percentage of t o t a l  d i s c r e t i o n a r y  
government expendi ture  increased  i n  6 c o u n t r i e s ,  decreased i n  
6 and remained cons t an t  i n  1; 

o r e a l  educat ion expendi tures  increased  i n  6 c o u n t r i e s  a n d  
decreased i n  seven o t h e r s .  

Summary of Social Effects.  There i s  no c l e a r  evidence t h a t  
s t r u c t u r a l  adjustments  i n  Af r i ca  have had o v e r a l l  a  negqt ive  impact 
on t h e  poor. Being l a r g e l y  r u r a l ,  they been net  b e n e f i c i a r i e s  of 
t h e  programs a s  a g r i c u l t u r a l  expor t  p r i c e s  have improved. I n  most 
c o u n t r i e s  f o r  which we have d a t a  food p r i c e s  s tayed t h e  same or 
f e l l .  While t h e r e  has probably been a  reduc t ion  i n  r e a l  wages i n  
t he  formal economy, e s p e c i a l l y  i n  t h e  c i v i l  s e r v i c e ,  t h i s  has had 
l i t t l e  d i r e c t  impact on t h e  poor s i n c e  they r a r e l y  p a r t i c i p a t e  i n  
t h e  formal economy. There i s  no sys temat ic  evidence t h a t  
adjustment has l ed  t o  reduc t ions  i n  heath expendi tures ;  c o u n t r i e s  
undergoing adjustment a r e  about a s  l i k e l y  t o  i nc rease  t hese  
expendi tures  a s  reduce them. 

l o s e e  Sahn, op. c i t .  pp 5 8 - 5 9 .  
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I  I .  IMPLICATIONS FOR RWANDAN STRUCTURAL ADJUSTMENT PROGRAM 

I n t r o d u c t i o n  

I n  t h i s  s e c t i o n  we w i l l  r e l y  on t h e  p r e v i o u s l y  c i t e d  c r o s s -  
c o u n t r y  r e s e a r c h ,  combined  w i t h  s p e c i f i c  i n f o r m a t i o n  a b o u t  Rwanda 
and i t s  s t r u c t u r a l  a d j u s t m e n t  p rogram t o  e s t i m a t e  what  t h e  s o c i o -  
e c o n o m i c  e f f e c t s  o f  t h e  s t r u c t u r a l  a d j u s t m e n t  p rogram w i l l  b e  i n  
Rwanda. 

F i r s t  t h e  l i k e l y  i m p a c t  of  t h e  o v e r a l l  p rogram i s  d i s c u s s e d  
be low i d e n t i f y i n g  t h e  l i k e l y  " w i n n e r s "  a n d  ' t l o s e r s w .  Second  a n  
a s s e s s m e n t  of  t h e  USAID program i m p a c t  i s  made. t 

I n  s e c t i o n  111, c a s e  s t u d i e s  a r e  p r o v i d e d  d e m o n s t r a t i n g  a  
s a m p l e  o f  Rwandan a t t i t u d e s  a b o u t  t h e  i n i t i a l  i m p a c t  o f  s t r u c t u r a l  
a d j u s t m e n t .  The  c a s e  s t u d i e s  i n c l u d e  f o r m a l  a n d  i n f o r m a l  
m a n u f a c t u r e r s ,  t r a d e r s ,  e x p o r t e r s  and  c o n s u m e r s .  

6 

O v e r a l l  P rogram I m p a c t  

I n  d e t e r m i n i n g  what  t h e  s o c i o - e c o n o m i c  i m p a c t  o f . t h e  o v e r a l l  
s t r u c t u r a l  a d j u s t m e n t  p rogram i n  Rwanda w i l l  b e ,  f i r s t  we m u s t  
e x a m i n e  l o o k  a t  what  t h e  main p o l i c y  r e f o r m s  m e a s u r e s  a r e  and t h e n  
d e t e r m i n e  wha t  t h e i r  e f f e c t s  a r e  l i k e l y  t o  b e .  

I n  d e s c r i b i n g  t h e  o v e r a l l  p rogram i m p a c t  we a r e  l o o k i n g  a t  t h e  
s u m  o f  a l l  t h e  p o l i c y  m e a s u r e s  a g r e e d  upon by t h e  g o v e r n m e n t ,  t h e  
World Bank t h e  IMF and  t h e  v a r i o u s  b i l a t e r a l  d o n o r s .  The  t o t a l  
number and  d e p t h  o f  s t r u c t u r a l  r e f o r m s  c o m m i t t e d  t o  by t h e  
g o v e r n m e n t  i s  q u i t e  a m b i t i o u s  compared w i t h  p r o g r a m s  i n  o t h e r  
A f r i c a n  c o u n t r i e s .  For Rwanda i t  m a r k s  i t s  f i r s t  time t h a t  i t  h a s  
e v e r  b e e n  a  p a r t i c i p a n t  i n  a  World Bank f u n d e d  s t r u c t u r a l  
adjustment program. 



The p r i n c i p a l  s t r u c t u r a l  ad jus tmen t  r e fo rms  under taken o r  t o  
be under t aken  i n  Rwanda a r e :  

I 

o  exchange r a t e  ad jus tmen t  

o  l i b e r a l i z e d  f o r e i g n  exchangy a l l o c a t i o n  
and import  l i c e n s i n g  sys tem 1 

o  i n t e r n a t i o n a l  t a r i f f  re form 

o p r i c e  and prof  i t  margin d e c o n t r o l  

o i n t e r e s t  r a t e  d e c o n t r o l  

o p r i v a t i z a t i o n  of s t a t e - o w n e d - e n t e r p r i s e s  

O v e r a l l  i t  i s  expec ted  t h a t  t h e  r e fo rms  w i l l  l e a d  t o  h igher  
economic g rowth ,  h igher  e x p o r t s ,  i n c r e a s e d  impor t s  h igher  
a g r i c u l t u r a l  p r o d u c t i o n ,  and h igher  l e v e l s  of domest ic  s a v i n g .  
These r e s u l t s  p r o j e c t e d  based on t h e  economic r e s u l k s  of o t h e r  
c o u n t r i e s  d i s c u s s e d  i n  S e c t i o n  I above. 

For each one of t h e  s t r u c t u r a l  ad jus tmen t  re forms i n  Rwanda, 
t h e  l i k e l y  impact  can be e s t i m a t e d  i n d i v i d u a l l y  c e t e r i s  p a r i b u s ,  
fo l lowed  by a  n e t  impact assessment  of a l l  t h e  reforms t a k e n  
t o g e t h e r .  T h i s  n e t  a s sessment  p r o v i d e s  an e s t i m a t e  of which g r o u p s  
a r e  l i k e l y  t o  b e n e f i t  from, and which g roups  a r e  l i k e l y  t o  
a d v e r s e l y  a f f e c t e d  by t h e  main re fo rms .  

Holding o t h e r  v a r i a b l e s  c o n s t a n t ,  t h e  exchange r a t e  
d e v a l u a t i o n  of October 1 9 9 0  i s  l i k e l y  t o  make e x p o r t  i n d u s t r i e s  
more c o m p e t i t i v e  and p r o f i t a b l e ,  and i s  l i k e l y  t o  have p o t e n t i a l l y  
harmful  af f e c t s  on i n d u s t r i e s  dependant  on import  i n p u t s  which s e l l  
e x c l u s i v e l y  f o r  t h e  l o c a l  market ,  u n l e s s  they  can p a s s  on t h e i r  
h igher  c o s t s  t o  consumers.  T h i s  pass ing  on of c o s t s  i s  p o s s i b l e  f o r  
beer and c e r t a i n  o t h e r  p r o d u c t s  f o r  which t h e  demand i s  r e l a t i v e l y  
i n e l a s t i c  w i t h  r e s p e c t  t o  p r i c e .  

In t h e  s h o r t  run  t h e  exchange r a t e  ad jus tmen t  w i l l  a l s o  l e a d  
t o  h igher  imported p r i c e s  i n  l o c a l  c u r r e n c y  te rms and i n i t i a l  
i n c r e a s e s  i n  i n f l a t i o n a r y  p r e s s u r e s .  

The new f o r e i g n  exchange a l l o c a t i o n  system combined w i t h  t h e  
new i n f l o w s  of donor a s s i s t a n c e ,  shou ld  i n c r e a s e  t h e  a v a i l a b i l i t y  
of imported raw m a t e r i a l s ,  i n t e r m e d i a t e  goods ,  and f i n a l  consumer 

''while U S R I D  has  been g e n e r a l l y  s u p p o r t i v e  of a l l  t h e  reforms 
( s e e  b e l o w ) ,  i t  has  o n l y  d i r e c t l y  invo lved  i n  t h e  w i t h  t h e  p lanning 
and implementa t ion  of t h i s  re form.  



goods .  Rwandan consumers shou ld  b e n e f i t  by having a  g r e a t e r  supp ly  
and v a r i e t y  of  goods t o  purchase .  The h igher  i n f l o w s  of impor t s  
c e t e r i s  p a r i b u s  should  h e l p  c o n t a i n  o v e r a l l  i n f l a t i o n a r y  p r e s s u r e s .  

I n t e r n a t i o n a l  t a r i f f  r a t i o n a l i z a t i o n  and r e d u c t i o n s  w i l l  h e l p  
r educe  t h e  p r i c e  of imported i n t e r m e d i a t e  and f i n a l  goods .  The n e t  
e f f e c t  of t h i s  re form w i l l  be t o  b e n e f i t  consumers w i t h  cheaper  
p r i c e s  f o r  f i n a l  goods w h i l e  p u t t i n g  more c o m p e t i t i v e  p r e s s u r e  on 
p r o t e c t e d  domes t i c  i n d u s t r i e s .  

P r i c e  d e c o n t r o l  and p r o f i t  d e c o n t r o l  w i l l  c e t e r i s  p a r i b u s  
i n i t i a l l y  l e a d  t o  h igher  p r i c e s  and p r o f i t s  i n  i n d u s t r i e s  and 
~ r o d u c t s - w h e r e  de  j u r e  c o n t r o l s  a l s o  meant de f a c t o  c o n t r o l s .  , 
A t  t h e  c u r r e n t  t ime  ( s e e  c a s e  s t u d i e s  t o  f o l l o w ) ,  i t  a p p e a r s  t h a t  
comumers' l i m i t e d  purchas ing  power w i l l  be t h e  l i m i t i n g  f a c t o r  i n  
de te rmin ing  what p r i c e s  b u s i n e s s e s  w i l l  be a b l e  t o  cha rge  
cus tomers .  

~ n t e r e s t  r a t e  d e c o n t r o l  on d e p o s i t  r a t e s ,  hold ing  o t h e r  
f a c t o r s  c o n s t a n t ,  shou ld  i n c r e a s e  t h e  amount of  domes t i c  sav ing  
which i s  a v a i l a b l e  f o r  inves tmen t .  Rais ing  t h e  c e i l i n g  i n t e r e s t  
r a t e  charged on borrowing shou ld  have t h e  e f f e c t  of c u r t a i l i n g  
c r e d i t  expans ion ,  u n l e s s  i n f l a t i o n  remains  h igher  than  19% ( t h e  
c e i l i n g  on nominal r a t e s ) ,  t h e r e b y  making borrowing r a t e s  n e g a t i v e  
i n  r e a l  te rms.  

Taking i n t o  account  t h e  n e t  e f f e c t  of t h e  s t r u c t u r a l  
ad jus tmen t  re forms and t h e  e x p e r i e n c e  l e a r n e d  from o t h e r  c o u n t r i e s  
t h e  o v e r a l l  impact  of t h e  r e fo rms  i s  l i k e l y  t o  be t h e  fo l lowing i n  
Rwanda: 



P o s i t i v e l y  A f f e c t e d  Groups Main Reforms Helping Group 

1. A g r i c u l t u r a l  e x p o r t e r s  1. Exchange r a t e  ad jus tmen t  
(Smal lho lde r  c o f f e e ,  t e a  
growers  and growers  of 
n o n - t r a d i t i o n a l  c r o p s )  

2 .  Consumers 

3 .  E f f i c i e n t  manufac tur ing  
f i r m s  

4 .  Smal l e r  and newer 
r e t a i l  f i r m s  

5 .  Local  s u p p l i e r s  t o  
t h e  manufac tur ing  
s e c t o r  

6 .  Small  and in fo rmal  
s e c t o r  f i r m s  

2 .  L i b e r a l i z a t i o n  of f o r e i g n  
exchange a l l o c a t i o n  and 
i m p o r t i n g  p r o c e d u r e s ,  
r e d u c t i o n s  on t a r i f f s  on 
i n t e r m e d i a t e  and f i n a l  goods 

# 

3 .  L i b e r a l i z a t i o n  of f o r e i g n  
exchange a l l o c a t i o n  and 
impor t i n g  p rocedures  

4 .  L i b e r a l i z a t i o n  of f o r e i g n  
exchange a l l o c a t i o n  and 
impor t ing  p rocedures  

5 .  Exchange r a t e  ad jus tmen t  
( i n c r e a s i n g  i n c e n t i v e s  t o  
p rocure  raw m a t e r i a l s  and 
i n t e r m e d i a t e  goods 
l o c a l l y )  

6 .  L i b e r a l i z a t i o n  of f o r e i g n  
exchange and impor t ing  
p rocedures  

N e g a t i v e l y  A f f e c t e d  Groups  Reforms Hurt  inq Group 

1. I n e f f i c i e n t  manufac tur ing  1. Exchange r a t e  a d j u s t m e n t ,  
f i r m s  reduced import  t a r i f f s ,  

l i b e r a l i z e d  i m p o r t  
p rocedures  

2 .  Monopo l i s t i c  2 .  Exchange r a t e  a d j u s t m e n t ,  
impor t  t r a d e r s / r e t a i l e r s  l i b e r a l i z e d  i m p o r t  

p rocedures  

3 .  Retrenched c i v i l  s e r v a n t s ,  3 .  C i v i l  s e r v i c e  r e t r enchment ,  
redundant  p a r a s t a t a l  p a r a s t a t a l  p r i v a t i z a t i o n  
employees 



S o c i a l  Impact A s s i s t a n c e  Program 

I n  o r d e r  t o  m i t i g a t e  a g a i n s t  t h e  p o s s i b l e  n e g a t i v e  e f f e c k s  of 
t h e  program t h e  G O R ,  t h e  World Bank, and t h e  World Food Program a r e  
p lanning a  m u l t  i -donor S o c i a l  Impact A s s i s t a n c e  P r o j e c t  of $ 8 0  
m i l l i o n  t o  accompany t h e  S t r u c t u r a l  Adjustment P r o j e c t .  

The o b j e c t i v e s  of t h e  p r o j e c t  a r e  t o :  ( i )  accompl ish  a  
q u a l i t a t i v e  and q u a l i t a t i v e  i n c r e a s e  i n  government spending i n  
h e a l t h  and e d u c a t i o n  s e c t o r s  throughout  t h e  s t r u c t u r a l  ad jus tmen t  
program; ( i i )  deve lop  a  food s e c u r i t y  a s s i s t a n c e  program w i t h  t h e  
a s s i s t a n c e  from t h e  NFP; ( i i i )  o r g a n i z e  l a b o r - i n t e n s i v e  works f o r  
r u r a l  road c o n s t r u c t i o n ;  ( i v )  l aunch a  m i c r o - e n t e r p r  i s e  s u p p o r t  
program; ( v )  e s t a b l i s h i n g  a  re-deployment  f u n d  f o r  l a i d - o f  f c i v i l  
s e r v a n t s ;  and ( v i )  t h e  e s t a b l i s h m e n t  of a  s o c i a l  impact moni tor ing  
program. 

The l a t t e r  w i l l :  ( i )  examine t h e  1983-86 household s u r v e y . t o  
e s t a b l i s h  a  b a s e l i n e  s e t  of pover ty  and s o c i a l  i n d i c a t o r s ;  ( i i )  
p r o v i d e  annua l  s u r v e y s  t o  update  s o c i a l  and pover ty  i n d i c a t o r s  
( i i i )  m a i n t a i n  and monitor  a  key s e t  of s o c i a l  i n d i c a t o r s  ( s o c i a l  
t a b l e a u  de  b o r d ) ;  and ( i v )  p r o v i d e  an in -dep th  household s u r v e y  t o  
a s s e s s  t h e  e f f e c t s  of ad jus tmen t  on t h e  poor i n  Rwanda: 

Impact of A I D  Funded Program 

A s  t he  p r e v i o u s  d i s c u s s i o n  i n d i c a t e d  t h e  o n l y  major re form 
w i t h  which A I D  has  been d i r e c t l y  invo lved  i s  t h e  l i b e r a l i z a t i o n  of 
f o r e i g n  exchange a l l o c a t i o n  and import  l i c e n s i n g  p rocedures .  From 
t h e  l i s t  of "winners"  and l l l o s e r s "  above i t  i s  c l e a r  t h a t  t h e  main 
b e n e f i c i a r i e s  t o  t h e  A I D  program component a r e :  

I.. C o n s u m e r s  

2 .  E f f i c i e n t  manufac tu re r s  

3 .  New and s m a l l  i m p o r t e r s / r e t a i l e r s  

4 .  Small  and in fo rmal  s e c t o r  f i r m s  

~ l l  of t h o s e  g roups  w i l l  b e n e f i t  by having more d i r e c t  a c c e s s  
t o  f o r e i g n  exchange and import  goods .  

Consumers w i l l  b e n e f i t  by having a  wider supp ly  and v a r i e t y  of  
goods ,  many of which w i l l  be impor ted .  

E f f i c i e n t  m a n u f a c t u r e r s  w i l l  b e n e f i t  by having d i r e c t ,  non- 
d i s c r i m i n a t o r y  a c c e s s  t o  f o r e i g n  exchange t o  import  raw m a t e r i a l s ,  
i n t e r m e d i a t e  goods and v i t a l  s p a r e  p a r t s .  Also i n c l u d e d  i n  t h i s  
g r o u p  a r e  companies who w i l l  e i t h e r  expand e x p o r t s  o r  beg in  nev 
e x p o r t  development under t h e  program. 

These e f f i c i e n t  manufac tu re r s  a r e  a l s o  companies which w i l l  



d i r e c t l y  b e n e f i t  by h a v i n g  t h e i r  a r r e a r s  f rom t h e  g o v e r n m e n t  p a i d  
o f f  a s  t h e  l o c a l  c o u n t e r p a r t  u t i l i z a t i o n  o f  t h e  AID f o r e i g n  
e x c h a n g e  p rogram c o n t r i b u t i o n .  

N e w  and  s m a l l  i m p o r t e r s / r e t a i l e r s  w i l l  b e n e f i t  by h a v i n g  new 
a c c e s s  t o  i m p o r t s  t h a t  w e r e  p r e v i o u s l y  o f f  l i m i t s  t o  t h e m  b e c a u s e  
of  r e s t r i c t e d  n o n - t r a n s p a r e n t  i m p o r t  l i c e n s i n g  a n d / o r  l i m i t e d  
f o r e i g n  e x c h a n g e  a v a i l a b i l i t y  

S m a l l  and i n f o r m a l  s e c t o r  e n t e r p r i s e s ,  e v e n  t h o u g h  t h e y  may b e  
t o o  s m a l l  t o  p a r t i c i p a t e  i n  t h e  new proqram w i l l  s t i l l  be a b l e  t o  - - 
b e n e f i t  by buy ing  i n c r e a s e d  amounts  o f  raw m a t e r i a l s  o r  
i n t e r m e d i a t e  g o o d s  t h r o u g h  r e t a i l  i m p o r t e r s .  

T h e r e  a r e  two main g r o u p s  t h a t  m i g h t  b e  w o r s e  o f f  b e c a u s e  of  
t h e  AID s u p p o r t e d  program:  ? 

1. I n e f f i c i e n t  m a n u f a c t u r i n g  f i r m s  

2 .  M o n o p o l i s t i c  t r a d e r s / r e t a i l e r s  

P r o t e c t e d ,  i n e f f i c i e n t  m a n u f a c t u r i n q  f i r m s  m i g h t  on b a l a n c e  b e  
harmed by t h e  f o r e i g n  e x c h a n g e  and i m p o r t  l i b e r a l i z a t i o n  p r o g r a m .  
I n  t h e  p a s t  t h e s e  f i r m s  may e n j o y e d  h a v e  e n j o y e d  d e  f a c t o  
m o n o p o l i e s  b e c a u s e  o f  r e s t r i c t i o n s  on  i m p o r t s  o f  e i t h e r  f i n a l  
p r o d u c t s ,  o r  on raw m a t e r i a l s  and i n t e r m e d i a t e  g o o d s  needed  t o  
p r o d u c e  t h e  f i n a l  p r o d u c t .  

F i r s t ,  t h e  i n c r e a s e d  a c c e s s  t o  f o r e i g n  e x c h a n g e  and  i m p o r t s  
c o u l d  p r o v i d e  c o m p e t i t i o n  t o  i n e f f i c i e n t  f i r m s  i n  t h e  f o r m  of  
i n c r e a s e d  f i n a l  g o o d s  i m p o r t s  which a r e  more c o m p e t i t i v e  i n  t e r m s  
of p r i c e  a n d / o r  q u a l i t y .  

S e c o n d ,  i n c r e a s e d  a c c e s s  t o  imp'ort  l i c e n s e s  f o r  t h e  i m p o r t s  o f  
raw m a t e r i a l s  and  i n t e r m e d i a t e  f i r m s  may b r i n g  a l s o  more  
c o m p e t i t i o n  t o  p r e v i o u s l y  p r o t e c t e d  f i r m s .  

How t h e s e  f i r m s  w i l l  r e s p o n d  t o  t h e  r e f o r m s  i s  i n d e t e r m i n a t e  
a t  t h i s  s t a g e .  Some of  these i n e f f i c i e n t  f i r m s  w i l l  b e  f o r c e d  t o  
r e d u c e  t h e i r  employment l e v e l s  w h i l e  o t h e r s  may e v e n  b e  f o r c e d  t o  

L c l o s e  down. On t h e  o t h e r  hand some f i r m s  may a d j u s t  t o  t h e  new s e t  
o f  o p p o r t u n i t i e s  by becoming more e f f i c i e n t  a t  wha t  t h e y  d o ,  
c h a n g i n g  p r o d u c t  mixes, o r  c h a n g i n g  p r o d u c t  l i n e s  a l l  t o g e t h e r .  
T h e s e  k i n d s  o f  c h a n g e s  w i l l  b e  t r a c k e d  t h r o u g h o u t  t h e  m o n i t o r i n g  
component  o f  t h e  p r o j e c t .  

S i m i l a r  t o  p r o t e c t e d  m a n u f a c t u r e r s ,  p r e v i o u s l y  p r o t e c t e d  
t r a d e r s / r e t a i l e r s  c o u l d  be  harmed by t h e  new c o m p e t i t i o n  g e n e r a t e d  
by t h e  new i m p o r t  l i b e r a l i z a t i o n .  

I n  t h e  p a s t  when f o r e i g n  e x c h a n g e  and i m p o r t  l i c e n s e s  were  i n  
s h o r t  s u p p l y ,  well c o n n e c t e d  i m p o r t e r s  w e r e  g i v e n  p r i v i l e g e d  a c c e s s  
t o  s c a r c e  f o r e i g n  e x c h a n g e .  S i n c e  e f f e c t i v e  demand f o r  f o r e i g n  



exchange exceeded s u p p l y  a t  t h e  going p r i c e ,  t r a d e r s  wi th  a c c e s s  t o  
f o r e i g n  exchange cou ld  e x t r a c t  s c a r c i t y  r e n t s  through t h e i r  se1 l i r .g  
p r i c e s  f o r  imported i t e m s .  

Under t h e  new more t r a n s p a r e n t  system a l l  buyers  w i l l  have s q u a l l  
non-d i sc r  imina to ry  a c c e s s  t o  f o r e i g n  exchange.  New e n t r a n t s  may 
begin  import ing and s e l l i n g  goods f o r  which t r a d e r s / r e t a i l e r s  
p r e v i o u s l y  enjoyed m o n o p o l i s t i c  p o s i t i o n s .  Under t h e  r u l e s  of t h e  
game, t h e  p r e v i o u s l y  p r o t e c t e d  i m p o r t e r s  w i l l  be f o r c e d  t o  compete 
on a  l e v e l  p lay ing  f i e l d  w i t h  everyone paying t h e  market c l e a r i n g  
r a t e  on f o r e i g n  exchange.  



ANNEX G 

CASE STUDIES 

I n t r o d u c t i o n  
, 

I n  t h e  s e c t i o n  which f o l l o w s  8 c a s e  s t u d i e s  a r e  provided t o  
demons t ra t e  t h e  impact of r e c e n t  re forms on d i f f e r e n t  p r i v a t e  
s e c t o r  e n t r e p r e n e u r s .  The e n t r e p r e n e u r s  i n c l u d e :  formal  and 
i n f o r m a l  s e c t o r  m a n u f a c t u r e r s ,  i m p o r t e r s / t r a d e r s ,  and e x p o r t e r s .  
These c a s e  s t u d i e s  w i l l  h e l p  c o n t r i b u t e  t o  t h e  b a s e l i n e  of 
i n f o r m a t i o n  which w i l l  be t r a c k e d  by t h e  p r o j e c t ' s  moni tor ing  and 
e v a l u a t i o n  component th roughou t  t h e  l i f e  of t h e  p r o j e c t .  

The i n f o r m a t i o n  i n  t h e  c a s e  s t u d i e s  was o b t a i n e d  through 
p e r s o n a l  i n t e r v i e w s  which took p l a c e  i n  K i g a l i ,  Rwanda between J u l y  
2 2  and August 7 1 9 9 1 .  For c o n s i s t e n c y  one su rvey  i n s t r u m e n t  w a s  
used t o  g a t h e r  i n f o r m a t i o n  dur ing  a l l  t h e  i n t e r v i e w s .  A copy of 
t h e  su rvey  i n s t r u m e n t  used i s  a t t a c h e d  a f t e r  t h e  c a s e  s t u d i e s .  

The i n t e r v i e w s  p r o v i d e  b a s e l i n e  i n f o r m a t i o n  about  key 
i n d i c a t o r s  abou t  t h e  company a t  t h e  s t a r t  of t h e  a d j u s t n e n t  
program. These key i n d i c a t o r s  r e l a t e  t o  employment l e v e l s ,  
e v o l u t i o n  of s a l e s  revenue ,  c a p a c i t y  u t i l i z a t i o n  l e v e l s ,  c a p i t a l  
inves tmen t  t r e n d s ,  use  of l o c a l  v s .  imported i n p u t s ,  v a l u e  added 
e t c .  

The c a s e  s t u d i e s  a l s o  p r o v i d e  u s e f u l  i n f o r m a t i o n  about  Rwandan 
e n t r e p r e n e u r s  a t t i t u d e s  abou t  t h e  b u s i n e s s  envi ronment ,  p o l i c y  
c o n s t r a i n t s ,  and abou t  t h e  impact of s t r u c t u r a l  re forms on t h e i r  
b u s i n e s s e s .  

From t h e  i n t e r v i e w s  i t  was c l e a r  t h a t  f o r  most b u s i n e s s e s  t h e  
c u r r e n t  b u s i n e s s  environment  i s  n o t  very f a v o r a b l e .  The c u r r e n t  
h igh  s e c u r i t y  s i t u a t i o n  a s s o c i a t e d  w i t h  t h e  combined wi th  r e c e s s i o n  
have l e d  t o  bad s i t u a t i o n s  i n  bo th  t h e  manufac tur ing  and commercial 
s e c t o r s .  I n  b o t h  s e c t o r s  most of t h e  b u s i n e s s  i n d i c a t o r s  i n c l u d i n g  
s a l e s  volume, number of employees,  c a p a c i t y  u t i l i z a t i o n ,  e t c .  show 
an ex t remely  d e p r e s s e d  l e v e l s  f o r  1990-1991 --  t h e  b a s e l i n e  p e r i o d  
f o r  t h e  s t a r t  of t h e  program. There  i s  c a u t i o u s  optimism t h a t  t h e  
s i t u a t i o n  w i l l  g e t  b e t t e r  by 1 9 9 2 .  



KEY INDICATORS 

Company name: 

SOPAB 
S o c i e t e  d e  P r o d u c t i o n  
d t A l i m e n t s  Pour B e t a i l s  

Main Products: 

F e e d g r a i n s  mixes f o r  
p o u l t r y ,  c a t t l e  and o t h e r  
l i v e s t o c k  

Wage Bill '90: 

7.2 m. Frw 

Output Price Trends '89-'91: 

7% annua l  i n c r e a s e  

Local Sourcing of Raw Materials: 

90 % - -  Sorghum, maize 
a n d  c r o p  r e s i d u e s  

Name of Interviewee: 

Mr. S e r v i l i e n  MUKARAGE 
D i r e c t o r  Genera l  

+ 
Number of Employees: 

Capacity Utilization '91: 

30% 

Sales, '89: '90: 

85 m .  Frw 100 m.Frw 

Firm's Value Added '91: 

30% 

Biggest Constraints: 

1. Low l e v e l  of pu rchas ing  power i n  l o c a l  market .  

2 .  Lack of management e x p e r t i s e  of s t a f f .  



Main P o i n t s  of I n t e r v i e w  

S O P A B  was e s t a b l i s h e d  i n  1988 by a  g roup  of Rwandan 
i n d i v i d u a l s  and i n s t i t u t i o n a l  i n v e s t o r s .  The company's main 
p r o d u c t s  a r e  animal  f e e d s  mixes f o r  p o u l t r y  and c a t t l e .  S O P A B  
purchases  l o c a l  g r a i n s  such a s  maize and sorghum a s  w e l l  a s  c r o p  
r e s i d u e s ,  and mixes them w i t h  imported v i t a m i n s  and m i n e r a l s  t o  
produce animal  feed  mixes.  The company h a s  a  t o t a l  of 70 
permanent employees of which 4 a r e  women. 

From 1998 t o  1990 S O P A U ' s  s a l e s  i n c r e a s e d  by over  300 
p e r c e n t ,  r i s i n g  from 30 m i l l i o n  Frw i n  1988 t o  100 m i l l i o n  Frw i n  
1990. S a l e s  a r e  p r o j e c t e d  t o  remain f l a t  i n  1991 a t  100 Frw 
m i l l i o n  due t o  t h e  war d i s r u p t i o n s  and t h e  weakness i n  domes t i c  
demand due t o  t h e  c u r r e n t  r e c e s s i o n .  

According t o  t h e  D i r e c t o r  G e n e r a l ,  S O P A B  may no t  have been 
a s  badly  a f f e c t e d  by t h e  c u r r e n t  r e c e s s i o n  a s  many o t h e r  Rwandan 
companies .  T h i s  i s  due i n  p a r t  t o  t h e  f a c t  t h a t  s o  f a r  S O P A B  
e n j o y s  de  f a c t o  ( b u t  not  de j u r e )  monopoly i n  Rwanda. In 
a d d i t i o n ,  SOP-\B, a s  a  producer  of a  bulky ,  f a i r l y  low v a l u e  
commodities e n j o y s  a  degree  of n a t u r a l  p r o t e c t i o n  from impor t s .  
The r e l a t i v e l y  h igh  u n i t  c o s t s  of t r a n s p o r t i n g  imported 
f e e d g r a i n s  from neighbor ing  c o u n t r i e s  such  a s  Z a i r e ,  Burundi ,  and 
Uganda a l l o w  S O P A B ' s  p r o d u c t s  t o  be c o m p e t i t i v e  i n  t h e  l o c a l  
market .  
S O P A B  i s  no t  provided wi th  any t r a d e  p r o t e c t i o n  through import 
t a r i f f s ,  q u o t a s ,  o r  p r o h i b i t i o n s ,  however. 

The f a c t o r s  which have been t h e  most c o n s t r a i n i n g  t o  S O P A B ' s  
a b i l i t y  t o  p rocure  raw m a t e r i a l s  and o t h e r  i n p u t s  i n c l u d e :  (i) 
p r e v i o u s  exchange c o n t r o l s  and import  l i c e n s i n g  p rocedures ;  ( i i )  
high  c o s t s  of t r a n s p o r t ;  ( i i i )  p e r i o d i c  s h o r t a g e s  of l o c a l  
f e e d g r a i n  s u p p l y .  

O f  t h e  above c o n s t r a i n t s ,  t h e  f i r s t  c o n s t r a i n t  i s  c u r r e n t l y  
n o t  a  problem. However up u n t i l  June  1991 SOPAB c o n t i n u o u s l y  had 
problems o b t a i n i n g  import  l i c e n s e s .  A s  t h e  s u p p l y  of f o r e i g n  
exchange was l i m i t e d ,  t h e  M i n i s t r y  of Commerce r e s t r i c t e d  t h e  
number of import  l i c e n s e s  and t h e  amount f o r e i g n  exchange 
a l l o c a t e d  t o  SOPAB. However i n  t h e  June  1991 a l l o c a t i o n ,  SOPAB 
was provided w i t h  a l l  t h e  f o r e i g n  exchange i t  r e q u e s t e d  a s  t h e  
supp ly  of f o r e i g n  has  i n c r e a s e d  and l i c e n s e s  has been widely  
g r a n t e d .  

Commenting on t h e  r e c e n t  s t r u c t u r a l  ad jus tmen t  r e fo rms ,  t h e  
D i r e c t o r  Genera l  f e e l s  t h a t  t h e  d e v a l u a t i o n  of t h e  Rwandan f r a n c ,  
combined w i t h  a  s a l a r y  f r e e z e  i n  t h e  c i v i l  s e r v i c e ,  has  l e d  t o  a  
r e d u c t i o n  i n  t h e  Rwandan consumers '  purchas ing  power. Mr. 
MUKARAGZ f e e l s  t h i s  has  had a  d i r e c t  n e g a t i v e  impact on h i s  
company's s a l e s  per formance .  Regarding t h e  l i b e r a l i z a t i o n  of 
import  p r o c e d u r e s ,  t h e  D i r e c t o r  Genera l  i s  of t h e  o p i n i o n  t h a t  
h i s  company i s  b e t t e r  o f f  under t h e  new p o l i c y  of open,  wider 
a c c e s s  t o  f o r e i g n  exchange and import  l i c e n s e s .  



c  o nc 
n o t  

A s  f a r  a s  t h e  impact  of p r i c e  d e c o n t r o l  on h i s  company i s  
e r n e d ,  he f e e l s  t h a t  t h e r e  i s  no e f f e c t ,  a s  h i s  p r i c e s  were 
i n  r e a l i t y  c o n t r o l l e d  p r e v i o u s l y .  S i m i l a r l y  t h e  a c t u a l  and 

proposed r e d u c t i o n s  i n  impor t  p r o t e c t i o n  s h o u l d  n o t  have any 
e f f e c t  on h i s  company, a s  t h e y  were n o t  p r e v i o u s l y  i n s u l a t e d  by 
any impor t  p r o t e c t i o n  measures .  

F i n a l l y ,  t h e  proposed  r e d u c t i o n  i n  f i s c a l  i n c e n t i v e s  o f f e r e d  
by t h e  i n v e s t m e n t  code  w i l l  have a  n e g a t i v e  impact on h i s  
company's  p r o f i t a b l y .  However Mr. MUKAMGE a l s o  r e c o g n i z e s  t h a t  
t h e  p r e v i o u s  i n c e n t i v e s  may have been t o o  g e n e r o u s ,  and t h a t  i t  
i s  p robab ly  s e n s i b l e  t o  a s k  companies  t o  c o n t r i b u t e  more t o  t h e  
t r e a s u r y .  

SOPAB is  o n l y  c u r r e n t l y  working a t  abou t  a t  abou t  30  p e r c e n t  
of i t s  c a p a c i t y .  I f  l o c a l  demand p icked  up t h e  company c o u l d  
s i g n i f i c a n t l y  i n c r e a s e  p r o d u c t i o n  and p r o f i t a b i l i t y .  

The company i s  i n t e r e s t e d  i n  becoming more v e r t i c a l l y  
i n t e g r a t e d  by e n t e r i n g  i n t o  b r o i l e r  p r o d u c t i o n .  The company h a s  
a l r e a d y  expe r imen ted  w i t h  b r o i l e r  p r o d u c t i o n  on a  s m a l l  s c a l e  b u t  
would l i k e  t o  expand i n t o  l a r g e r  s c a l e  p r o d u c t i o n .  The D i r e c t o r  
Genera l  b e l i e v e s  t h a t  a  f e a s i b i l i t y  s t u d y  would be a d v i s a b l e  t o  
g u i d e  them i n  t h i s  new a c t i v i t y .  Mr. MUKARAGE i n q u i r e d  a s  t o  
whether  USAID o r  a n o t h e r  f o r e i g n  a i d  o r g a n i z a t i o n  might be a b l e  
t o  a s s i s t  h i m  i n  t h i s  a r e a .  

The D i r e c t o r  G e n e r a l  a l s o  asked  whether  USAID o r  a n o t h e r  agency  
might be a b l e  t o  p r o v i d e  management t r a i n i n g  t o  some of h i s  
s t a f f .  He would be w i l l i n g  t o  pay p a r t  of t h e  c o s t  of t r a i n i n g .  



KEY INDICATORS 

Company name: 

SORWATOM 
S . A . R . L .  

Main Products: 

Tomato concen t r a t e  

Wage Bill '90: 

8.5 m .  Frw 

Output Price Trends '89-'91: 

4% annual i n c r e a s e  

Local Sourcing of Raw Materials: 

520, - -  tomatoes and cardboard 

Name of Interviewee: 

Mr. Paul NGENZI 
Di rec to r ,  
Technical  Serv ices  

Mr. Craver GASIRABU 
Direc tor  
F inanc ia l  Se rv i ces  

Number of Employees: 

Capacity Utilization '91: 

1 0 %  

Sales, '89: '90: 

?05 m. Frw 80 m .  Frw 

Value Added '91: 

33% 

Biggest Constraints: 

1. The war and r e l a t e d  border and road p a t r o l s  have s e r i o u s l y  
cons t r a ined  t r a n s p o r t  and marketing of t h e i r  products .  

2 .  The low l e v e l  of Rwandan consumers' purchasing power has 
a l s o  sha rp ly  l i m i t e d  S O R W A T O M ~ S  s a l e s  l e v e l s .  



Main P o i n t s  of I n t e r v i e w  

SORWATOM was c r e a t e d  i n  1986 by a  g r o u p  of i n d i v i d u a l  
Rwandan i n v e s t o r s .  Of t h e  o r i g i n a l  c a p i t a l  i n v e s t m e n t ,  45% was 
e q u i t y  c a p i t a l  and 55% l o a n  f i n a n c i n g .  The company h a s  o n l y  o n e  
p r o d u c t  : canned toma to  c o n c e n t r a t e .  SORWATOM i m p o r t s  t i n  c a n s  
from I t a l y  and p r o c e s s e s  l o c a l  t o m a t o e s  i n t o  t oma to  c o n c e n t r a t e  
a t  t h e i r  f a c t o r y .  

The company r e g i s t e r e d  s t r o n g  g r o w t h  i n  s a l e s  between 1986 
and 1990 w i t h  a n n u a l  g rowth  a v e r a g i n g  63 p e r c e n t  p e r  y e a r .  
Al though SORWATOM d i d  n o t  d i r e c t l y  e x p o r t  any of  i t s  p r o d u c t  
a b o u t  35% of  i t s  p r o d u c t  was i n d i r e c t l y  e x p o r t e d  t o  n e i g h b o r i n g  
c o u n t r i e s  s u c h  a s  Z a i r e ,  Burundi  and Uganda. With t h e  r e c e n t  war 
s i t u a t i o n  i n  1990 and 1991 a l l  of t h o s e  e x p o r t  o p p o r t u n i t i e s  have 
been  l o s t .  ~ l t h o u g h  t h e  company r e c e i v e d  some o r d e r s  l a s t  yea r  
f o r  t h e i r  p r o d u c t  i n  Uganda, SORWATOM was u n a b l e  t o  f i l l  them 
because  of t h e  war s i t u a t i o n  and t h e  c l o s i n g  of t h e  b o r d e r .  

I n  1990 SORWATOM m i s r e a d  t h e  m a r k e t ,  a s  e x t r e m e l y  s t r o n g  
s a l e s  of i t s  p r o d u c t  were r e c o r d e d  i n  t h e  months j u s t  b e f o r e  t h e  
October  1990 d e v a l u a t i o n .  SORWATOM t h o u g h t  t h a t  t h e  s t r o n g  s a l e s  
r e p r e s e n t e d  new i n t e r e s t  i n  t h e i r  p r o d u c t  by consumers .  I n  
r e s p o n s e  t o  t h e  a p p a r e n t l y  s h a r p  i n c r e a s e  i n  demand, t h e  company 
s t e p p e d  up p r o d u c t i o n  and o r d e r e d  more raw m a t e r i a l s .  

I t  t u r n e d  o u t ,  however,  t h a t  most of t h e  i n c r e a s e d  o r d e r s  
stemmed from a n t i c i p a t i o n  of t h e  October  1990 d e v a l u a t i o n ,  which 
was a n t i c i p a t e d  would make most Rwandan consumer p r o d u c t s  more 
e x p e n s i v e .  A f t e r  October  1990 ,  demand f o r  t h e i r  p r o d u c t  d ropped  
by a b o u t  33 p e r c e n t  l e a v i n g  SORWATOM w i t h  e x c e s s i v e l y  l a r g e  
s t o c k s .  C o n s e q u e n t l y  t h e  company h a s  t e m p o r a r i l y  c e a s e d  
p r o d u c t i o n  u n t i l  t h e y  r u n  down t h e i r  l e v e l  of i n v e n t o r y .  

SORWATOM, similar  t o  many o t h e r  manufac tu r ing  f i rms  i n  
Rwanda, h a s  a  d e g r e e  o f  l o c a l  p r o t e c t i o n ,  w i t h  impor t  d u t i e s  of  
60 p e r c e n t  on t h f  f i n a l  p r o d u c t  (nomina l  r a t e  of p r o t e c t i o n  of 
a b o u t  60 p e r c e n t  ) and  impor t  d u t i e s  on i n p u t s  now a v e r a g i n g  20 
p e r c e n t  ( i n d i c a t i n g  a  v e r y  h i g h  e f f e c t i v e  r a t e  of p r o t e c t i o n ) .  

* 
A t  c u r r e n t  d o m e s t i c  p r i c e  l e v e l s  t h e  company's v a l u e  added 
( o u t p u t  p r i c e - p r i c e  of i n p u t s )  i s  33%. 

'Assuming a c t u a l  p r i c e s  a r e  60 p e r c e n t  of above  b o r d e r  p r i c e s  
a s  a  r e s u l t  o f  t h e  i m p o r t  t a r i f f .  Because of t h i s  a s s u m p t i o n  t h e  
nominal  r a t e  of p r o t e c t i o n  c a l c u l a t i o n  s h o u l d  be  i n t e r p r e t e d  w i t h  
c a u t i o n .  F u r t h e r  i n £  o r m a t i o n  on b o r d e r  r e f e r e n c e  p r i c e s  i s  needed 
t o  d e t e r m i n e  how l o c a l  p r i c e s  compare w i t h  world p r i c e s .  I n  some 
c a s e s  d e s p i t e  h i g h  impor t  t a r i f f s  l o c a l  p r i c e s  may n o t  d i f f e r  from 
b o r d e r  p r i c e s  by a s  much a s  t h e  t a r i f f  b e c a u s e  of l o c a l  
c o m p e t i t i o n  o r  l i m i t e d  w i l l i n g n e s s  t o  pay. T h i s  s i t u a t i o n  i s  c a l l e d  
"water under  t h e  t a r i f f . "  



The b i g g e s t  c o n s t r a i n t s  a f f e c t i n g  SORWATOM's a b i l i t y  t o  
p rocure  raw m a t e r i a l s  i n c l u d e  import  l i c e n s i n g  p rocedures  and 
exchange c o n t r o l .  O v e r a l l ,  t h e  most b inding  c o n s t r a i n t s  t o  t h e  
company's per formance  a r e  t h e  war and t h e  l i m i t e d  purchas ing  
power o f  t h e  Rwandan consumer a s s o c i a t e d  w i t h  t h e  government 
s a l a r y  f r e e z e s ,  uh ich  a r e  a l s o  being fo l lowed  by many p r i v a t e  
s e c t o r  f irms . 

Commenting on t h e  impact of t h e  r e c e n t  s t r u c t u r a l  ad jus tmen t  
p o l i c y  r e fo rms ,  t h e  i n t e r v i e w e e s  f e l t  t h a t  t h e  exchange r a t e  
d e v a l u a t i o n  shou ld  have a  s l i g h t l y  p o s i t i v e  o v e r a l l  impact on 
t h e i r  company a s  i t  would make t h e i r  p r o d u c t  more c o m p e t i t i v e  i n  
t h e  ne ighbor ing  marke t s .  O v e r a l l  t h e  6 7 %  d e v a l u a t i o n  l e d  t o  
about  a  1 0  p e r c e n t  i n c r e a s e  i n  SORWATOM's c o s t s .  However t h e s e  
c o s t s  c o u l d  be more t h a n  o f f s e t  by p o t e n t i a l  g a i n s  from s t r o n g  
e x p o r t  s a l e s  a t  t h e  c u r r e n t  exchange r a t e .  

The company r e p r e s e n t a t i v e s  a l s o  f e l t  t h a t  t h e  r e c e n t  
l i b e r a l i z a t i o n  of import p rocedures  was l i k e l y  t o  have an o v e r a l l  
n e g a t i v e  e f f e c t  on t h e  company a s  i t  i s  i t  cou ld  l e a d  t o  
i n c r e a s e d  impor t s  of food p r o d u c t s  which would be competing w i t h  
t h e i r  p r o d u c t s .  ~ e ~ a r d i n ~ -  t h e  d e c o n t r o l  of p r i c e s ,  t h e  
i n t e r v i e w e e s  f e l t  t h e s e  p o l i c i e s  w i l l  no t  s i g n i f i c a n t l y  a f f e c t  
SORWATOM a s  they  were n o t  de  f a c t o  r e s t r i c t e d  under p r e v i o u s  
p r i c e  c o n t r o l s .  

According t o  t h e  i n t e r v i e w e e s  t h e i r  company would be 
n e g a t i v e l y  a f f e c t e d  by t h e  proposed r e d u c t i o n  i n  import  d u t i e s  on 
f i n a l  p r o d u c t s  through i n c r e a s e d  c o m p e t i t i o n .  The new import ' 
t a r i f f  s t r u c t u r e  was expec ted  t o  be announced by  t h e  government 
dur ing  t h e  f i r s t  week 
i n  f i s c a l  i n c e n t i v e s  
r e p r e s e n t a t i v e s  f e l t  
company a s  w e l l .  

i n  August .  Regar 
th rough  t h e  i n v e s t  
t h i s  would have a  

ding t h e  l i k e l y  r e d u c t i o n  
.ment code ,  t h e  company 
n e g a t i v e  impact on t h e i r  

O v e r a l l  t h e  i n t e r v i e w e e s  a r e  c a u t i o u s l y  o p t i m i s t i c  about  t h e  
f u t u r e  p r o s p e c t s ,  b u t  t h e y  f e l t  t h e  b i g g e s t  v a r i a b l e  was t h e  war 
s i t u a t i o n .  They have no way of p r e d i c t i n g  how long t h a t  w i l l  
l a s t .  U n t i l  demand f o r  t h e i r  product  p i c k s  up, t h e  company w i l l  
o n l y  be a b l e  t o  employ a  very  s m a l l  p e r c e n t a g e  of i t s  p r e v i o u s  
work f o r c e .  



KEY INDICATORS 

Company name: 

H a t t o n  a n d  C o o k s o n  

Main P r o d u c t s :  

C l o t h i n g ,  
c o n s t r u c t i o n  m a t e r i a l s ,  
f o o d  a n d  b e v e r a g e s  

Wage B i l l  ' 90 :  

2 2 . 8  m ,  Frw 

Output P r i c e  Trends ' 8 9 - ' 9 1 :  

4 5 %  a n n u a l  i n c r e a s e  

L o c a l  S o u r c i n g  of P r o d u c t s  

2 0 %  - -  c l o t h i n g  

B i g g e s t  C o n s t r a i n t s :  

Name of I n t e r v i e w e e :  

Mr. Medard  N D U W A M U N G U  
C o m m e r c i a l  D i r e c t o r  

Number of Employees:  

40 

C a p a c i t y  U t i l i z a t i o n  '91:  

2 5 %  

S a l e s ,  '89:  '90:  

8 3 1  m ,  F rw 6 0 0  m .  F rw  

V a l u e  Added '91:  

1 5 %  

1. Weakened  c o n s u m e r  d e m a n d ,  

2 .  H i g h  c o s t  o f  t r a n s p o r t i n g  i m p o r t e d  c o m m o d i t i e s .  

3 ,  R e s t r i c t e d  access t o  i m p o r t  l i c e n s e s  a n d  f o r e i g n  e x c h a n g e .  



Main P o i n t s  of In te rv iew 

Hatton and Cookson was e s t a b l i s h e d  i n  Rwanda i n  1 9 6 4 .  I t  i s  
one of Rwanda's o l d e s t  and l a r g e s t  r e t a i l  e s t ab l i shmen t s .  The 
company i s  100 percen t  owned by t h e  f o r e i g n  company Uni lever .  
Hatton and Cookson's main product  c a t e g o r i e s  have t r a d i t i o n a l l y  
followed t h e  fol lowing p a t t e r n :  c lo th ing  ( 3 5 % ) ,  c o n s t r u c t i o n  
m a t e r i a l s  ( 3 5 % ) ,  food and beverages ( 1 5 % ) ,  and e l e c t r i c a l  
app l iances  ( 1 5 % ) .  Recent ly ,  however, Hatton and Cookson has 
c a r r i e d  much l e s s  of t h e  cons t ruc t i on  products  (down t o  1 0 %  of 
i t s  p roduc t s )  and inc reased  t h e  c lo th ing  products  t o  about 7 0 %  of 
i t s  merchandise, due t o  the  slowdown i n  t h e  Rwandan c o n s t r u c t i o n  
i n d u s t r y .  

The s teady  downward t rend  i n  Hatton and Cookson's s a l e s  
f i g u r e s  provide a  good o v e r a l l  i n d i c a t i o n  of t h e  company's 
s i t u a t i o n  w i t h  r e s p e c t  t o  Rwanda. In 1987 g r o s s  s a l e s  revenue 
was Frw 1.05 b i l l i o n .  By 1989 s a l e s  had dropped by 20 percen t  t o  
Frw 831 m i l l i o n .  The s a l e s  f o r e c a s t  f o r  1 9 9 1  i s  Frw 600 m i l l i o n ,  
down 43 percen t  on 1989 f i g u r e s .  The company's inven tory  l e v e l s  
have been lowered i n  p ropor t ion  t o  t he  decrease  i n  i t s  l e v e l  of 
s a l e s .  Mr. NDUWAMUNGU e s t i m a t e s  t h a t  h i s  company i s  c u r r e n t l y  
opera t ing  a t  only  about 25% of i n s t a l l e d  capac i t y .  

The number of employees employed by Hatton and Cookson has 
diminished from 7 2  i n  1986 t o  4 0  i n  1 9 9 1 .  Seven percent  of t he  
c u r r e n t  work f o r c e  a r e  women. The company's annual  wage b i l l  i s  
c u r r e n t l y  Frw 22.8 m i l l i o n .  

The ma jo r i t y  of Hatton and Cookson's products  a r e  imported, 
w i t h  about 75 percen t  of i t s  imports coming from Europe, 15% from 
o the r  Af r ican  c o u n t r i e s  such a s  Kenya and Zimbabwe, and 15 % from 
Asia.  About 25 percen t  of t h e  company's c lo th ing  products  a r e  
l o c a l l y  made by UTEXRWA, t h e  l o c a l  t e x t i l e  company. Hatton and 
Cookson's o v e r a l l  va lue  added i s  1 5 % .  

The problems Hatton and Cookson have encountered i n  
access ing i t s  products  have been: ( i )  r e s t r i c t i v e  import 
l i c e n s i n g  procedures ;  ( i i )  high c o s t  of t r a n s p o r t  i n  g e t t i n g  
products  from t h e  por t  of Mombassa, Kenya t o  K i g a l i ,  Rwanda; and 
( i i i )  occas iona l  sho r t ages  of c lo th ing  products  a v a i l a b l e  from 
t h e i r  l o c a l  s u p p l i e r .  

The f i r s t  problem of r e s t r i c t i v e  l i c ens ing  procedures has 
been a  major c o n s t r a i n t  i n  t h e  p a s t .  During t h e  month of June 
1 9 9 1 ,  however, Hatton and Cookson was a b l e  t o  r e c e i v e  an import 
l i c e n s e  and o b t a i n  a l l  of t h e  fo r e ign  exchange requested ($US 
461,000).  The c u r r e n t  C e n t r a l  Bank procedure of charging a  5% 
f e e  on a l l  f o r e ign  exchange requested i s  viewed a s  exces s ive  by 
Mr. NDUWAMUNGU. 



Regarding the  r ecen t  po l icy  reforms taken by t h e  government, 
Mr. NDUWAMUNGU is  of t h e  opinion t h a t  t h e  exchange r a t e  
adjustment had a  negat ive  impact on h i s  company's performance. 
Combined w i t h  s a l a r y  f r e e z e s  i n  t h e  c i v i l  s e r v i c e ,  t h e  exchange 
r a t e  adjustment has had t h e  impact of reducing the  purchasing 
power of Rwandan consumers according t o  t h e  Commercial D i r ec to r .  
He a l s o  f e e l s  t h a t  t h e  r ecen t  l i b e r a l i z a t i o n  of importing 
procedures  have had a  c l e a r l y  p o s i t i v e  impact on h i s  company's 
a b i l i t y  t o  procure  products .  

Mr. N D U W A M U N G U  i s  a l s o  of t he  opinion t h a t  t h e  r e l a x a t i o n  of 
p r i c e s  c o n t r o l s  has had a  p o s i t i v e  impact on h i s  company's 
p r o f i t a b i l i t y .  Previously  p r i c e s  and margins i n  t h e  commercial 
s e c t o r  were t i g h t l y  c o n t r o l l e d .  He a l s o  considered t h a t  t h e  
reduc t ions  i n  import d u t i e s  on f i n a l  imported goods w i l l  be 
b e n e f i c i a l  t o  h i s  f i rm.  The reduc t ion  i n  f i s c a l  i n c e n t i v e s  w i l l  
not have an impact on h i s  company he s t a t e d ,  because a s  a  
commercial s e c t o r  f i rm they were not e l i g i b l e  fo r  t h e s e  f i s c a l  
i ncen t ive s .  

Mr. N D U W A M U N G U  is  not very o p t i m i s t i c  about bus iness  
p rospec t s  i n  h i s  s e c t o r .  H i s  company has not  inves ted  any 
a d d i t i o n a l  c a p i t a l  i n  i t s  Rwanda ope ra t i ons  over t h e  pas t  two 
years  and has no investment p lan fo r  t h e  upcoming yea r s .  



KEY INDICATORS 

Company name: 

BRALIRWA SA 

Main Products: 

B e e r ,  s o f t  d r i n k s  

Wage Bill '90: 

585 m. Frw 

Output Price Trends '89-'91: 

P r e - t a x  i n c r e a s e  o f  30% 
a n n u a l l y  

Name of Interviewee: 

Mr. Max B o r e 1 1  
G e n e r a l  Manager  

Number of Employees: 

Capacity Utilization '91: 

Beer  - l o o % ,  

S o f t  d r i n k s  - 30% 

Sales, '89: '90: 

7.8 b. Frw 7.5 b .  Frw 

Local Sourcing of Raw Materials: Value Added '91: 

2 0 % :  Sorghum a n d  S u g a r  23% 

Biggest Constraints: 

1. U n c e r t a i n t y  a b o u t  t h e  p o l i t i c a l  s i t u a t i o n  i n  Rwanda. 

2 .  Weak p u r c h a s i n g  power i n  t h e  economy.  



Main P o i n t s  of In terview 

BRALIRWA was e s t a b l i s h e d  i n  1958 i n  Rwanda. The company's 
main products  a r e  beer and s o f t  d r i n k s .  Beer r e p r e s e n t s  88% of 
t he  company's s a l e s .  The ownership s t r u c t u r e  i s  a s  fol lows:  
p r i v a t e  Rwandan i n d i v i d u a l s  ( 5 3 % )  t h e  Government of Rwanda ( 3 0 % ) ,  
and a  f o r e i g n  par tner  - Heineken ( 1 7 % ) .  The t h r e e  beer products 
produced by t h e  company a r e  produced under a  l i c ens ing  agreement 
w i t h  t h e  Heineken Company. ' The s o f t  d r i n k s  (coca-co la ,  f a n t a ,  
s p r i t e ,  t o n i c  wate r )  a r e  manufactured under a  l i c ens ing  agreement 
w i t h  Coca-Cola. 

BRALIRWA i s  the  l a r g e s t  major i ty  p r i v a t e  owned company i n  
Rwanda. I t  employs 830 permanent workers w i t h  an annual wage 
b i l l  of Frw 585 m i l l i o n  ( U . S .  $4 .6  m i l l i o n ) .  The company's ne t  
f i xed  a s s e t s  a r e  Frw 3  b i l l i o n .  Over t h e  l a s t  f i v e  yea r s  
BRALIRWA has con t r i bu t ed  between 20-25% of t h e  government's 
revenue ( b e f o r e  g r a n t s )  i n  t h e  form of co rpo ra t e  income t a x ,  
d ividends  from p r o f i t s ,  and exc i se  t axes  on beer and s o f t  d r inks .  

BRALIRWA c u r r e n t l y  enjoys  a  de f a c t 0  monopoly on beer 
production.  However t h e r e  a r e  thousands of producers of l o c a l  
banana beer i n  Rwanda. Cur ren t ly  t he  company i s  using two s h i f t s  
t o  produce beer ,  operat ing a t  1 0 0 %  of i t s  i n s t a l l e d  capac i ty  fo r  
t h a t  product .  For s o f t  d r inks  t h e  company i s  working a t  30% of 
i t s  capac i ty .  BRALIRWA does not  have a  monopoly on s o f t  d r ink  
manufacturing i n  Rwanda. 

B R A L I R W A ' s  volume of s a l e s  has f l u c t u a t e d  sha rp ly  over the  
pas t  few yea r s ,  c l o s e l y  r e l a t e d  t o  changes i n  government t a x a t i o n  
po l icy .  In  1990 t h e  government increased t h e  exc i se  t axes  on 
beer from 195% t o  245%. During t h e  same year ,  t h e  exchange r a t e  
was devalued by 67%. The volume of beer s a l e s  dropped by 1 6 % ,  
falling from 709 hectoliters in 1989 to 597 hectoliters in 1990. 
AS a  r e s u l t ,  t h e  company, which i s  normally q u i t e  p r o f i t a b l e ,  had 
a  f i n a n c i a l  l o s s  f o r  t h e  1990 year .  

Beer is  considered t o  be such an important " s t a p l e  good'' i n  
Rwanda t h a t  when r e t a i l  p r i c e s  were r a i s ed  by 2 7 %  i n  1990 a s  a  
r e s u l t  of t h e  i nc rea se  i n  e x c i s e  t axes  t h e r e  was a  s t rong p r o t e s t  
by voiced by consumers. Consequently i n  1 9 9 1  t h e  government 
lowered t h e  e x c i s e  t ax  from 245% t o  125%. The ne t  e f f e c t  t o  
consumers was a  5% reduc t ion  i n  t h e  p r i c e  of beer .  Consequently 
beer s a l e s  a r e  expected t o  r i s e  sha rp ly  i n  1 9 9 1  t o  850 
h e c t o l i t e r s ,  a  record l e v e l  f o r  BRALIRWA. 

B R A L I R W A ' s  s o f t  d r ink  s a l e s  have not been nea r ly  a s  
succes s fu l  a s  beer .  B R A L I R W A ' s  s o f t  d r ink  s a l e s  have been 
s t e a d i l y  dec l in ing  over t h e  pas t  f i v e  yea r s .  There a r e  s e v e r a l  
f a c t o r s  in f luenc ing  t h i s  d e c l i n e .  F i r s t ,  i n  t h e  s o f t  d r ink  
bus iness  BRALIRWA f a c e s  compet i t ion from a  l o c a l  producer which 
manufactures Peps ico la  products under l i c e n s e .  Second, t h e r e  was 
a  sharp  i nc rea se  i n  e x c i s e  t axes  on s o f t  d r inks  i n  1990. T h i s  



i n c r e a s e  was no t  met w i t h  t h e  same l e v e l  of consumer r e s i s t a n c e  
a s  t h e  i n c r e a s e  on beer  e x c i s e  t a x e s  i n  t h a t  y e a r .  A s  a  r e s u l t  
t h e  h igh  e x c i s e  t a x e s  have been kep t  on s o f t  d r i n k s .  A t h i r d  
r e a s o n  f o r  t h e  r e c e n t  d e c l i n e  i n  s o f t  d r i n k  s a l e s  i s  t h a t  t h e r e  
a r e  many s u b s t i t u t e s  a v a i l a b l e  f o r  s o f t  d r i n k s  such  a s  t e a ,  
c o f f e e ,  m i l k ,  f r u i t  j u i c e s .  T h e r e f o r e  when p r i c e s  have r i s e n  
( 1 9 9 0 )  consumers have swi t ched  t o  cheape r  a l t e r n a t i v e s .  T h i s  
s u g g e s t  t h a t  t h e  demand f o r  s o f t  d r i n k s  i s  r e l a t i v e l y  e l a s t i c  
w i t h  r e s p e c t  t o  p r i c e  i n  Rwanda. 

BRALIRWA r e l i e s  main ly  on impor ted  raw m a t e r i a l s  f o r  i t s  
i n p u t s .  About 20 p e r c e n t  of t h e  company's raw m a t e r i a l s  a r e  from 
t h e  l o c a l  marke t ,  however. T h e s e  a r e  main ly  sorghum ( i n g r e d i e n t  
f o r  b e e r )  and suga r  ( i n g r e d i e n t  f o r  s o f t  d r i n k s ) .  T h e  company's 
v a l u e  added a t  domes t i c  p r i c e s  i s  23%. 

There  c u r r e n t l y  i s  a  h igh  s p e c i f i c  t a x  on impor ted  beer  of 
500 Frw pe r  l i t e r .  T h i s  amounts t o  abou t  a  400 p e r c e n t  ad 
valorem e q u i v a l e n t  r a t e .  T h e  government i s  propos ing  r educ ing  
t h i s  t a r i f f  t o  abou t  a  50% ad valorem e q u i v a l e n t .  B R A L I R W A  i s  
looking  forward  t o  t h e  reduced  t a r i f f  because  i t  would be 
i n t e r e s t e d  i n  impor t ing  bee r  p r o d u c t s  from one of i t s  s i s t e r  
companies  i n  ne ighbor ing  Z a i r e  and Burundi .  

BRALIRWA i s  a l s o  i n t e r e s t e d  i n  e x p o r t i n g  t o  ne ighbor ing  
c o u n t r i e s ,  b u t  t h e y  have been c o n s t r a i n e d  from doing s o  i n  t h e  
p a s t .  One of t h e  c o n s t r a i n t s  h a s  been t h a t  p o t e n t i a l  i m p o r t e r s  
have had d i f f i c u l t i e s  i n  o b t a i n i n g  impor t ing  l i c e n s e s  from t h e i r  
governments .  Beer i s  c o n s i d e r e d  t o  be a  " s t r a t e g i c  i n d u s t r y "  i n  
t h e s e  c o u n t r i e s  and t h e  governments  g e n e r a l l y  d o  n o t  want 
imported b e e r s  competing w i t h  t h e i r  domest ic  p r o d u c e r s .  

D e s p i t e  t h e  h igh  c u r r e n t  impor t  t a r i f f  on beer  i n  Rwanda, 
t h e r e  i s  s t r o n g  e v i d e n c e  t h a t  BRALIRWA i s  an e f f i c i e n t  p r o d u c e r ,  
n o t  r e q u i r i n g  impor t  p r o t e c t i o n .  S t u d i e s  conducted  by t h e  U S A I D  
P R I M E  p r o j e c t 2  have shown t h a t  t h e  company i s  e f f i c i e n t  by world 
p r i c e  s t a n d a r d s  w i t h  a  nominal r a t e  of  p r o t e c t i o n  of  -94% and a  
domes t i c  r e s o u r c e  c o s t  of l e s s  t h a n  1. 

. 
T h e  n e g a t i v e  nominal r a t e  of  p r o t e c t i o n  means t h a t  t h e  n e t  

e f f e c t  of t a r i f f s ,  t a x e s  ( e x c i s e  i n  t h i s  c a s e )  and p r i c e  c o n t r o l s  
i n  Rwanda a r e  keeping d o m e s t i c  p r i c e s  below impor ted  c . i . f .  
p r i c e s .  The domes t i c  r e s o u r c e s  c o s t  ( D R C )  of less t h a n  one 
s u g g e s t s  t h a t  t h e  c o u n t r y  s a v e s  f o r e i g n  exchange by producing t h e  
p r o d u c t  a s  compared w i t h  impor t ing  i t .  

Regarding t h e  e f f e c t s  o f  r e c e n t  p o l i c y  changes  on BRALIRWA, 
t h e  G e n e r a l  Manager f e l t  t h a t  t h e  exchange r a t e  ad jus tmen t  had a  
n e g a t i v e  impact  on t h e  company's per formance  s i n c e  t h e y  impor t  80  

2 ~ e e  A .  NGIRABATWARE,  MUREMBYA, and Meade "Medium and La rge  
P r i v a t e  Manufac tur ing  Firms i n  Rwanda: D i a g n o s t i c  Study of  C u r r e n t  
S i t u a t i o n  and P o l i c y  Impact" ,  p.43 



percent  of t h e i r  raw m a t e r i a l s  and a r e  not a  s i g n i f i c a n t  
e x p o r t e r .  According t o  Mr. Boreel t h e  recen t  l i b e r a l i z a t i o n  of 
importing procedures and t h e  increased  a v a i l a b i l i t y  of fo r e ign  
exchange have had a  c l e a r l y  p o s i t i v e  impact on h i s  company's 
a b i l i t y  t o  procure raw m a t e r i a l s  and on t h e i r  o v e r a l l  
performance. 

The decont ro l  of p r i c e s  has had a  somewhat p o s i t i v e  impact 
on s o f t  dr ink p r o f i t a b i l i t y ,  however, beer --  which i s  considered 
t o  be s t r a t e g i c  commodity - -  i s  l i k e l y  t o  be s u b j e c t  t o  f u r t h e r  
p r i c e  c o n t r o l .  The General Manager a l s o  f e l t  t he  reduc t ion  i n  
t a r i f f  l e v e l s  on f i n a l  products w i l l  have a  p o s i t i v e  impact on 
h i s  company a s  they hope t o  import beer and s e l l  i t  i n  Rwanda. 
Regarding t h e  impact of t he  reduc t ion  i n  f i s c a l  advantages he 
f e l t  i t  would not have an important impact on h i s  company. 

The General Manager s t a t e d  t h a t  h i s  company was cau t ious ly  
o p t i m i s t i c  about f u t u r e  p rospec t s  f o r  t h e i r  company i n  Rwanda. 
The company has inves ted  Frw 2 b i l l i o n  ($US 15 m i l l i o n )  i n  
modernizing and expanding t h e i r  p l an t  over t h e  l a s t  two yea r s .  
Over t h e  next  f i v e  yea r s  they have an investment p lan which 
averages  Frw 5 0 0  mi l l i on  per year ,  which i s  s t i l l  well  above 
t h e i r  r a t e  of d e p r e c i a t i o n .  

BRALIRWA i s  p ro j ec t i ng  only very moderate growth i n  f u t u r e  
beer s a l e s  and a  s teady  d e c l i n e  i n  s o f t  d r ink  s a l e s .  The b igges t  
problems t h e  company i s  facing r e l a t e  t o  t h e  uns tab le  p o l i t i c a l  
s i t u a t i o n  and i t s  impact on t h e  bus iness  environment. 



KEY INDICATORS 

Company name: 

RWANDA FOAM 

Main Products: 

Foam rubbe r  m a t t r e s s e s  
and s e a t  c u s h i o n s  

Wage Bill '90: 

1 4  m .  Frw. 

Output Price Trends '89-'91: 

20% a n n u a l  i n c r e a s e  

Local Sourcing of Raw Materials: 

15%:  p o l y e s t e r  c o v e r s  

Name of Interviewee: 

Mr. B e r l i n  MAKUZA 

Number of Employees: 

48 

Capacity Utilization '91: 

20% 

Sales, '89: '90: 

246 m. Frw. 215 Frw. 

Value Added '91: 

32% 

Biggest Constraints: 

1. Access  t o  f o r e i g n  exchange .  

2 .  High c o s t s  of t r a n s p o r t  and impor t ing  p r o d u c t s .  

3 .  Poor pu rchas ing  power of  Rwandan consumers .  



Main P o i n t s  of I n t e r v i e w  

RWANDA FOAM was formed i n  1983.  T h e  ownersh ip  s t r u c t u r e  i s  
comprised of Rwandan i n d i v i d u a l s  and i n s t i t u t i o n s  ( 9 8 %  of s h a r e  
c a p i t a l )  and one f o r e i g n  s h a r e h o l d e r  ( 2 %  of t h e  s h a r e  c a p i t a l ) .  
T h e  company manufac tu res  m a t t r e s s e s  and c u s h i o n s  f o r  t h e  l o c a l  
marke t .  T h e  D i r e c t o r  Genera l  es t imates  t h a t  a  s i z a b l e  p o r t i o n  o f  
RWANDA FOAM'S s a l e s  a r e  i n d i r e c t l y  e x p o r t e d  t o  Zaire.  RWANDA 
FOAM s e l l s  t o  r e t a i l  s a l e s  companies ,  h o t e l s ,  s c h o o l s  and o t h e r  
i n s t i t u t i o n s .  

T h e  foam rubbe r  m a t t r e s s e s  a r e  manufac tured  a t  t h e  f a c t o r y  
by mixing t o g e t h e r  abou t  5  l i q u i d  chemica l s  a long  w i t h  water  i n  a  
mold. When t h e  c h e m i c a l s  i n t e r a c t  a  s o l i d  foam rubbe r  i s  formed. 
I t  i s  t h e n  c u t  i n t o  m a t t r e s s  o r  c u s h i o n  s i z e ,  and cove red  w i t h  a  
p o l y e s t e r  c o v e r .  

A l l  of t h e  company's chemical i n p u t s  a r e  impor ted .  Imported 
i n p u t s  r e p r e s e n t  a b o u t  55 of t h e  s a l e  p r i c e  of t h e i r  p r o d u c t .  
T h e  o n l y  d o m e s t i c a l l y  produced i n p u t  is  p o l y e s t e r  which i s  used 
t o  cover  t h e  mattresses and t h e  c u s h i o n s .  T h e  v a l u e  added on 
t h e i r  p r o d u c t  i s  abou t  32 p e r c e n t .  

RWANDA FOAM c u r r e n t l y  employs 48 p e o p l e  of which 50% a r e  
women. I n  1989 i t  employed 84 permanent s t a f f .  T h e  r e d u c t i o n  i n  
s t a f f  i s  p r o p o r t i o n a t e  t o  t h e  slowdown i n  RWANDA FOAM'S s a l e s .  
I n  1989 t h e i r  sa les  were Frw 246 m i l l i o n ,  t h e n  dropping t o  Frw 
215 m i l l i o n  i n  1990.  T h e  p r o j e c t e d  s a l e s  l e v e l  f o r  1991 i s  F r w  
180 m i l l i o n .  C u r r e n t  c a p a c i t y  u t i l i z a t i o n  i s  20%, down from 60% 
i n  1989. 

C u r r e n t l y  t h e r e  is  a 60 p e r c e n t  t a r i f f  on f i n a l  impor ted  
mattresses and a 20 p e r c e n t  t a r i f f  on imported i n p u t s .  T h e s e  
d i f f e r e n t i a l  t a r i f f s  cou ld  p o t e n t i a l l y  l e a d  t o  a h igh  r a t e  of 
e f f e c t i v e  p r o t e c t i o n .  However p r e v i o u s  r e s e a r c h  has  i n d i c a t e d  
t h a t  p r i c e s  cha rged  by t h e  company have s t a y e d  very  c l o s e  t o  t h e  
impor t  p a r i t y  l e v e l  3 .  For example a  r e p o r t  p repa red  under t h e  
USAID PRIME p r o j e c t  found t h a t  t h e  e f f e c t i v e  r a t e  of p r o t e c t i o n  
f o r  t h e  company's p roduc t  was 36%,  smaller t h a t  t h e  m a j o r i t y  of 
manufac tur ing  p r o d u c t s  i n  Rwanda. I n  a d d i t i o n  t h e  same s t u d y  
found t h a t  t h e  p r o d u c t ' s  DRC ( d o m e s t i c  r e s o u r c e  c o s t )  was l e s s  
t h a n  1 ( . 6 8 ) .  D R C s  less t h a n  1 i n d i c a t e  t h a t  f o r e i g n  exchange i s  
saved  by producing  t h e  p r o d u c t  compared wi th  impor t ing  i t .  

O n e  of t h e  key f a c t o r s  e x p l a i n i n g  t h e  r e l a t i v e  e f f i c i e n c y  of 
manufac tu r ing  mattresses i n  Rwanda i s  t h a t  i n  i t s  f i n a l  p r o d u c t  
form i t  is a bulky- low-value  p r o d u c t .  T h i s  f a c t o r  makes i t  
uneconomic t o  t r a n s p o r t  a long d i s t a n c e  i n  i t s  f i n a l  p roduc t  

'see NGIRABATWARE e t  a 1  Op c i t  



form. However a l l  t h e  chemical i ng red ien t s  t o  make foam rubber 
can be t ranspor ted  i n  concentra ted form which i s  more c o s t  
e f f e c t i v e .  The net  r e s u l t  i s  t h a t  Rwanda some degree of a  
n a t u r a l  c o s t  advantage i n  t ransforming the  product i n  Rwanda. 

The General Di rec tor  explained t h a t  t he  recess ion  and t h e  
war a r e  t h e  biggest  problems cons t ra in ing  h i s  company's 
performance. The c o s t  of t ranspor t ing  imported i n p u t s  i s  a l s o  a  
handicap. Current ly  w i t h  t h e  border w i t h  Uganda c lo sed ,  t rucks  
m u s t  t r a n s p o r t  imported i n p u t s  through Tanzania t o  Rwanda. The 
road system i n  Tanzania i s  repor ted ly  q u i t e  poor. 

Commenting on t h e  impact of r ecen t  po l icy  changes, Mr. 
M A K U Z A  commented t h a t  the-exchange r a t e  adjustment had -a  negat ive  
impact on h i s  ope ra t ions  by r a i s i n g  the  c o s t  of imported 
m a t e r i a l s .  Combined w i t h  t he  f r e e z e  i n  government s a l a r i e s  he 
observed a  net  l o s s  i n  consumers' purchasing power. 

The General Di rec tor  f e l t  t h a t  t he  l i b e r a l i z a t i o n  of import 
procedures  would help  h i s  company. U n t i l  r e cen t ly  h i s  company 
was not a b l e  t o  rece ive  t h e  fore iqn  exchange requested t o  t h e  
Cent ra l  Bank. I n  June 1 9 9 1 ,  however, h i s  company was ab l e  t o  
rece ive  a l l  t h e  fo re ign  exchange requested.  The General Di rec tor  
commented t h a t  the  reduc t ion  i n  import d u t i e s  would have a  
p o s i t i v e  impact on h i s  company because i t  w i l l  he lp  t o  reduce the  
c o s t s  of consumer goods, increasing consumers a b i l i t y  t o  buy h i s  
company's products .  He i s  not worried about t h e  t h r e a t  of 
competi t ion from imported mat t resses .  F i n a l l y ,  he f e l t  t h a t  - t h e  
proposed reduc t ion  i n  f i s c a l  i ncen t ives  would have a  nega t ive  
impact on h i s  company. 

FOAM RWANDA has not invested i n  i t s  opera t ions  over t h e  pas t  
two yea r s  and has no plan t o  do so  i n  t h e  next two yea r s .  I t  
c u r r e n t l y  has excess  capac i ty  and i s  waiting f o r  improvements i n  
t h e  business  environment t o  he lp  bring i t  company back t o  i t s  
previous l e v e l  of a c t i v i t y .  



KEY INDICATORS 

Company name: 

SORWACI 

Main Products: 

P l a s t i c  piping f o r  plumbing 
and e l e c t r i c i t y  

Wage Bill '90: 

1 2  mi l l i on  Frw 

Output Price Trends '89-'91: 

5% annual ly  

Local Sourcing of Raw Haterials: 

20  % 

Name of Interviewee: 

Mr. J u s t i n  M U G E N Z I  

Number of Employees: 

e a r l y  ' 9 1  = 9 0  

Capacity Utilization '91: 

0% -- 
( c u r r e n t l y  c losed down) 

Sales, '89: '90: 

1 6 0  m .  Frw 130 m .  Frw 

Firm's Value Added '91: 

25% 

Biggest constraints: 

1. High c o s t s  of imported raw ma te r i a l s .  

2 .  Expensive r a t e s  charged by Government t r anspor t  monopoly 
(SNIM). 

3. Current  border and road p a t r o l s  make i t  d i f f i c u l t  t o  move 
products .  . 

4 .  The war s i t u a t i o n  combined w i t h  a  recess ion  have t o t a l l y  
depressed t h e  cons t ruc t ion  indus t ry  i n  Rwanda. 



Main p o i n t s  o f  I n t e r v i e w  

SORWACI was e s t a b l i s h e d  i n  1 9 8 8 .  The  company was c r e a t e d  by 
a  g r o u p  o f  Rwandan i n v e s t o r s .  The  company was f i n a n c e d  w i t h  30 
p e r c e n t  e q u i t y  a n d  70 p e r c e n t  l o a n  f i n a n c i n g .  SORWACI p r o d u c e s  
p l a s t i c  p i p i n g  f o r  p lumbing a n d  e l e c t r i c a l  u s e s .  The  company ' s  
p r o d u c t s  a r e  u s e d  a l m o s t  e x c l u s i v e l y  by t h e  c o n s t r u c t i o n  
i n d u s t r y .  

SORWACI's s a l e s  volume i n c r e a s e d  f rom Frw 90 m i l l i o n  i n  1 9 8 8  
t o  Frw 160  m i l l i o n  i n  1 9 8 9 .  I n  1990  s a l e s  r e v e n u e  d r o p p e d  t o  Frw 
130 m i l l i o n  d u e  t o  t h e  war a n d  t h e  r e c e s s i o n  i n  t h e  Rwandan 
c o n s t r u c t i o n  i n d u s t r y .  D u r i n g  t h e  f i r s t  6  m o n t h s  o f  1 9 9 1  s a l e s  
r e v e n u e  d r o p p e d  t o  Frw 50 m i l l i o n ;  t h e  company was f o r c e d  t o  
c e a s e  o p e r a t i o n s  i n  mid-1991.  

I n  1990  t h e  company employed 90 f u l l - t i m e  s t a f f ,  i n c l u d i n g  5  
women. The  a n n u a l  wage b i l l  i n  1990 was Frw 12 m i l l i o n .  I n  1990  
30 p e r c e n t  of  t h e  company ' s  s a l e s  were e x p o r t e d  t o  c o u n t r i e s  i n  
t h e  r e g i o n ,  m a i n l y  t o  Zaire a n d  Uganda. 

When t h e  company was i n  o p e r a t i o n ,  t h e i r  b i g g e s t  c o n s t r a i n t s  
t o  a c c e s s i n g  raw m a t e r i a l s  i n c l u d e d :  ( i )  t h e  h i g h  c o s t s  
a s s o c i a t e d  w i t h  t r a n s p o r t i n g  g o o d s  t h r o u g h  Kenya a n d  Uganda;  ( i i )  
t h e  h i g h  c o s t  a n d  low q u a l i t y  o f  s e r v i c e  by t h e  s t a t e  owned 
t r a n s p o r t  company ( S T I R ) ;  ( i i i )  l i m i t e d  a v a i l a b i l i t y  o f  i m p o r t  
c r e d i t s  f r o m  l o c a l  b a n k s ;  ( i v )  t h e  h e a v y  g o v e r n m e n t  c o n t r o l  o f  
r o a d s  and  b o r d e r s  ( e s p e c i a l l y  1 9 9 0 - 9 1 ) ;  and ( i v )  t h e  l i m i t e d  
p u r c h a s i n g  power o f  Rwandan c o n s u m e r s  a n d  h i g h  c o s t s  o f  i m p o r t s  
a s s o c i a t e d  w i t h  t h e  O c t o b e r  1990 d e v a l u a t i o n .  

Commenting o n  t h e  r e c e n t  s t r u c t u r a l  a d j u s t m e n t  r e f o r m s ,  t h e  
D i r e c t o r  G e n e r a l  commented t h a t  o v e r a l l  t h e  r e f o r m s  a r e  h a v i n g  a 
n e g a t i v e  i m p a c t  o n  h i s  company.  R e g a r d i n g  t h e  1990 d e v a l u a t i o n ,  
Mr. M U G E N Z I  f e l t  t h a t  i t  had a negative impact on h i s  company.  
He was o f  t h e  o p i n i o n  t h a t  t h e  e x c h a n g e  r a t e  a d j u s t m e n t  dampened 
p u r c h a s i n g  power o f  Rwandan c o n s u m e r s ,  a n d  made t h e  c o s t  of  
i m p o r t i n g  raw m a t e r i a l s  more  e x p e n s i v e .  W h i l e  t h e  D i r e c t o r  .. G e n e r a l  d i d  r e c o g n i z e  t h a t  t h e  e x c h a n g e  r a t e  a d j u s t m e n t  d i d  make 
SORWACI 'S  e x p o r t s  more  c o m p e t i t i v e ,  h e  s t i l l  f e l t  t h a t  t h e  
o v e r a l l  i m p a c t  on  h i s  company was n e g a t i v e  s i n c e  t h e  m a j o r i t y  of  
t h e i r  s a l e s  were i n  t h e  l o c a l  m a r k e t ,  He e x p l a i n e d  t h a t  h i s  
company was a f f e c t e d  by t h e  i n c r e a s e  i n  i m p o r t e d  c o s t s  w h i l e  t h e y  
were n o t  a b l e  t o  p a s s  on  a n y  o f  t h e  c o s t  i n c r e a s e  t o  t h e  Rwandan 
c o n s u m e r s .  

Mr. MUGENZI f e l t  t h a t  t h e  r e c e n t  l i b e r a l i z a t i o n  i n  i m p o r t  
p r o c e d u r e s  had  n o  s i g n i f i c a n t  i m p a c t  on  h i s  e n t e r p r i s e .  
R e g a r d i n g  t h e  p r o p o s e d  r e d u c t i o n  i n  i m p o r t  p r o t e c t i o n ,  h e  was o f  
t h e  o p i n i o n  t h a t  t h e s e  m e a s u r e s  would  h a v e  a n e g a t i v e  i m p a c t  o n  
h i s  company a s  t h e y  a r e  c u r r e n t l y  p r o v i d e d  p r o t e c t i o n  t h r o u g h  t h e  
t a r i f f  on  t h e  f i n a l  i m p o r t e d  p r o d u c t s .  R e g a r d i n g  t h e  r e d u c t i o n  
i n  f i s c a l  i n c e n t i v e s  p r o v i d e d  t h r o u g h  t h e  i n v e s t m e n t  c o d e ,  t h e s e  



too  would have a  neqa t ive  impact on h i s  f i rm a s  they were 
c u r r e n t l y  o f f e r e d  t ax  hol idays  on co rpo ra t e  income t axes  and 
exonera t ions  on import d u t i e s  on raw m a t e r i a l s  and in te rmedia te  
goods. 

Mr. M U G E N Z I  i s  not very o p t i m i s t i c  about t h e  bus iness  
p rospec t s  fo r  S O R W A C I .  He f e e l s  t h a t  t h e  combined e f f e c t s  of t he  
war and the  r eces s ion  have had a  d e b i l i t a t i n g  impact on t h e  
c o n s t r u c t i o n  i ndus t ry  - -  which i s  by f a r  t he  b igges t  buyer of  h i s  
company's products .  He w i l l  not resume product ion a t  h i s  company 
un le s s  t h e r e  i s  a  s u b s t a n t i a l  recovery i n  t h e  c o n s t r u c t i o n  
s ec to r  . 

Mr. M U G E N Z I  i s  a l s o  t h e  P re s iden t  of t he  newly formed 
Rwandan Manufacturers '  Assoc ia t ion .  T h i s  a s s o c i a t i o n  was c r ea t ed  
i n  1 9 9 0  by p r i v a t e  manufacturers t o  broadly r ep re sen t  t h e i r  
s e c t o r  on po l icy  ma t t e r s  r e l a t i n g  t o  t h e i r  s e c t o r  and t o  
g e n e r a l l y  promote t h e  development of t he  manufacturing s e c t o r  i n  
Rwanda. The a s s o c i a t i o n  i s  c u r r e n t l y  funded s o l e l y  by members ' 
dues. Mr. M U G E N Z I  s a i d  t h e  a s s o c i a t i o n  would be i n t e r e s t e d  i n  
r ece iv ing  a s s i s t a n c e  from U S A I D  or another donor i n  t h e  a r e a s  of 
po l i cy  a n a l y s i s ,  promotional a s s i s t a n c e ,  and o ther  p o t e n t i a l  
a r e a s  of coopera t ion .  



KEY INDICATORS 

Company name: 

E T A B L I S S E M E N T S  KARAMIRA 

Main Products:  

E l e c t r i c a l  s u p p l i e s ,  
c o n s t r u c t i o n  equipment ,  
hardware 

Wage B i l l  '90: 

6 m .  Frw 

Output P r i c e  Trends '89-'91: 

40 p e r c e n t  annual  i n c r e a s e  

Local Sourcing of Raw Mater ia ls :  

Name o f  Interviewee:  

Mr. Froduald KARAMIRA 

Number o f  Employees: 

4 

Capacity U t i l i z a t i o n  '91: 

20% 

S a l e s ,  '89: '90: 

100 m .  Frw. 70 m .  Frw. 

Value Added '91: 

10 

B i g g e s t  c o n s t r a i n t s :  

1. Reduced purchas ing  power i n  t h e  Rwandan economy and t h e  
r e l a t e d  d e c l i n e  i n  inves tment  and c o n s t r u c t i o n .  

2 .  Heavy b u r e a u c r a t i c  p rocedures  which r e q u i r e  t o o  much t ime 
and a t t e n t i o n  from b u s i n e s s  peop le .  



Main P o i n t s  o f  I n t e r v i e w  

ETABLISSEMENTS KARAMIRA was e s t a b l i s h e d  i n  1 9 7 6 .  T h e  
company i s  a  r e t a i l  company s e l l i n g  e l e c t r i c a l  e q u i p m e n t ,  
c o n s t r u c t i o n  m a t e r i a l s  a n d  p l u m b i n g  e q u i p m e n t .  A l l  o f  t h e  
c o m p a n y ' s  o r i g i n a l  c a p i t a l  was p r o v i d e d  by Mr. K A R A M I R A ,  t h e  
owner  a n d  G e n e r a l  M a n a g e r .  A l l  o f  ETABLISSEMENTS K A R A M I R A ' s  
p r o d u c t s  a r e  i m p o r t e d  f r o m  e i t h e r  E u r o p e  ( 6 0 % ) ,  A s i a  ( 3 0 % )  o r  
o t h e r  A f r i c a n  c o u n t r i e s  ( 1 0 % ) .  T h e  e s t i m a t e d  v a l u e  a d d e d  o n  i t s  
p r o d u c t s  i s  1 0 % .  

T h e  company i s  c u r r e n t l y  e m p l o y i n g  o n l y  f o u r  e m p l o y e e s .  I n  
1 9 9 0  i t  e m p l o y e d  11. T h e  c o m p a n y ' s  a n n u a l  wage b i l l  h a s  d r o p p e d  
f r o m  6  m i l l i o n  i n  1 9 9 0  t o  2 m i l l i o n  i n  1 9 9 1 .  S a l e s  h a v e  b e e n  
s t e a d i l y  d e c l i n i n g  o v e r  t h e  p a s t  5  y e a r s .  I n  1 9 8 7  t h e  c o m p a n y ' s  
s a l e s  were a t  Frw 1 6 0  m i l l i o n ;  b y  1 9 9 0  t h e y  were down 56% o n  t h e  
1 9 8 7  f i g u r e .  A l l  o f  t h e  f i r m ' s  s a l e s  a r e  f o r  t h e  l o c a l  m a r k e t .  
Some o f  t h e  e q u i p m e n t  i s  s o l d  t o  p e o p l e  f r o m  Zaire b u y i n g  i n  
Rwanda,  h o w e v e r .  

One o f  t h e  m a i n  r e a s o n s  g i v e n  f o r  t h e  c o m p a n y ' s  d e c l i n e  i n  
s a l e s  i s  t h a t  t h e y  h a v e  n o t  r e c e i v e d  a n  i m p o r t  l i c e n s e  f o r  t h e  
p a s t  t h r e e  y e a r s .  T h e  G e n e r a l  D i r e c t o r  e x p l a i n e d  h e  was n o t  
p r o v i d e d  a i m p o r t  l i c e n s e  b e c a u s e  t h e  g o v e r n m e n t  o f f i c i a l s  h a d  
some d i f f e r e n c e s  w i t h  h im o v e r  h i s  e f f o r t s  t o  b r i n g  i n  a new 
f o r e i g n  owned bank  w h i c h  wou ld  b e  c o m p e t i n g  w i t h  b a n k s  i n  w h i c h  
g o v e r n m e n t  o f f i c i a l s  h a d  a n  i n t e r e s t .  

ETABLISSEMENTS K A R A M I R A ' s  b i g g e s t  c o n s t r a i n t s  h a v e  b e e n  
c o n n e c t e d  w i t h  i t s  d i f f i c u l t i e s  i n  r e c e i v i n g  i m p o r t  l i c e n s e s .  
Even  i f  h e  had  a n  i m p o r t  l i c e n s e ,  t h e  G e n e r a l  Manager  f e e l s  t h a t  
t h e  b u r e a u c r a t i c  f o r m a l i t i e s  r e l a t i n g  l i c e n s e  a p p r o v a l  a r e  
e x c e s s i v e .  When h e  d i d  r e c e i v e  a n  i m p o r t  l i c e n s e  i n  t h e  p a s t ,  h e  
s a y s  t h a t  o n  a v e r a g e  h e  n e e d e d  t o  c o n t a c t  t h e  a u t h o r i t i e s  a b o u t  
2 5  times e i t h e r  by t e l e p h o n e  o r  i n  p e r s o n  j u s t  t o  g e t  h i s  o n e  
i m p o r t  l i c e n s e  a p p r o v e d .  He d o e s  n o t  know w h e t h e r  t h e  new 
p r o c e d u r e s  h a v e  s t r e a m l i n e d  t h i s  p r o c e s s  o r  n o t .  

I n  a d d i t i o n  t o  t h e  h e a v y  b u r e a u c r a t i c  p r o c e d u r e s  r e l a t e d  t o  
i m p o r t  l i c e n s i n g ,  t h e  G e n e r a l  Manager  a l s o  b e l i e v e s  t h a t  t h e  
t r a n s a c t i o n  c h a r g e s  a p p l i e d  t o  f o r e i g n  e x c h a n g e  p u r c h a s e s .  
A c c e d i n g  t o  h im ,  f o r  e a c h  o f f i c i a l  p u r c h a s e  o f  f o r e i g n  e x c h a n g e  
t h e  C e n t r a l  Bank c h a r g e s  a  5% c o m m i s s i o n .  I n  a d d i t i o n  h e  s t a t e d  
t h a t  c o m m e r c i a l  b a n k s  t h e n  c h a r g e  a  f e e  o f  1 0 %  f o r  a n  i m p o r t  
l e t t e r  o f  c r e d i t .  An a l t e r n a t i v e  f o r  a n  i m p o r t e r  i s  t o  p u r c h a s e  
f o r e i g n  e x c h a n g e  o n  t h e  p a r a l l e l  a n d  t h e n  n e g o t i a t e  a  c a s h  
p a y m e n t  t o  a n  o v e r s e a s  s u p p l i e r .  T h e  o v e r s e a s  s u p p l i e r  w o u l d  
u s u a l l y  o f f e r  a 1 0 %  d i s c o u n t  f o r  c a s h .  T h e  n e t  c o s t  o f  u s i n g  t h e  
p a r a l l e l  m a r k e t  w o u l d  b e  a b o u t  5 t o  1 0  p e r c e n t  more e x p e n s i v e  
t h a n  t h e  o f f i c i a l  m a r k e t ,  b u t  s i g n i f i c a n t l y  e a s i e r  a n d  m o r e  
e f f i c i e n t  t o  u s e .  

Commenting o n  t h e  r e c e n t  m a c r o e c o n o m i c  p o l i c y  r e f o r m s ,  t h e  



Genera l  Manager s t a t e d  t h a t  t h e  d e v a l u a t i o n  had a  n e g a t i v e  
consequence on h i s  o p e r a t i o n s .  However he e l a b o r a t e d  t h a t  t h e  
exchange r a t e  ad jus tmen t  was a l s o  i n e v i t a b l e  g i v e n  t h e  
macroe~onomic  p o s i t i o n  t h e  coun t ry  was i n  a t  t h e  t ime.  

The Genera l  D i r e c t o r  f e l t  t h a t  a l l  t h e  o t h e r  p o l i c y  reforms 
taken w i l l  have a  p o s i t i v e  impact on h i s  o p e r a t i o n s  i n c l u d i n g :  
( i )  l i b e r a l i z a t i o n - o f  import  p rocedures ;  ( i i )  d e c o n t r o l  of - 

p r i c e s ;  l i i i )  t h e  lowering i n  import  d u t i e s ;  and ( i v )  t h e  
r e d u c t i o n  i n  f i s c a l  h o l i d a y s .  O v e r a l l  he i s  i n  favor  of a l l  
l i b e r a l i z a t i o n  measures and any p o l i c i e s  aimed a t  encouraging 
c o m p e t i t i v e ,  f r e e r  marke t s .  

Over t h e  p a s t  f o u r  y e a r s  t h e  company has  r e i n v e s t e d  about  
Frw 5 m i l l i o n  per yea r  i n  ETABLISSEMENTS KARAMIRA. T h i s  l e v e l  of 
inves tment  i s  more than  t h e  Frw 3 m i l l i o n  per year  or  s o  needed 
t o  o f f s e t  t h e  d e p r e c i a t i o n  i n  t h e  c a p i t a l  s t o c k .  For t h e  next  
two y e a r s  t h e  company has  no inves tment  p l a n  because of t h e  
c u r r e n t  weak l e v e l  of demand, e s p e c i a l l y  i n  t h e  c o n s t r u c t i o n  
s e c t o r .  



KEY INDICATORS 

Company name: 

Food T e c h n o l o g y  a n d  P l a n t s  

Main Products: 

Banana  a n d  p i n e a p p l e  w i n e s ,  
v i n e g a r ,  p i n e a p p l e  j u i c e  
l i q u e u r ,  k e t c h u p  

Wage Bill '90: 

1 . 4 4  m .  Frw 

Output Price Trends '89-'91: 

No i n c r e a s e  
Frw.  

Local Sourcing of Raw Materials: 

1 0 0 %  - b a n a n a s ,  p i n e a p p l e s ,  
t o m a t o e s  

Name of Interviewee: 

Dr. A n d r e  M U H I R E  

Number of Employees: 

Capacity Utilization '91: 

50% 

Sales, '89: '90: 

1 . 5  m .  Frw 2 . 5  m .  

Value Added '91: 

50% 

Biggest Constraints: 

1. D e p r e s s e d  l o c a l  m a r k e t .  

2 .  Road c o n t r o l s  make b u y i n g  r a w  m a t e r i a l s  more  d i f f i c u l t .  

3 .  D i f f i c u l t y  f  i n d i n g  e n o u g h  b o t t l e s .  

4 .  Company i s  s h o r t  o f  management ,  a c c o u n t i n g  s k i l l s .  



Main P o i n t s  of I n t e r v i e w  

~ o o d  Technology and P l a n t s  was e s t a b l i s h e d  i n  1988 a s  a  food  
p r o c e s s i n g  c o n s u l t i n g  f i r m .  By 1989 i t s  owner and D i r e c t o r ,  who 
h a s  a  Ph.D.  i n  Food S c i e n c e ,  d e c i d e d  t h a t  i t  would be more 
p r o f i t a b l e  t o  s t a r t  p r o d u c t i o n  i n  t h e  t e c h n o l o g i e s  i n  which he 
had p r e v i o u s l y  been a d v i s i n g  o t h e r  companies .  

Food Technology and P l a n t s  p roduces  a b o u t  f i v e  d i f f e r e n t  
food and beverage  p r o d u c t s .  A l l  of t h e i r  p r o d u c t s  a r e  made from 
l o c a l  raw m a t e r i a l s .  T h e  company's v a l u e  added is e s t i m a t e d  a t  
4 0 % .  Food and Technology t a k e s  l o c a l  food  p r o d u c t s  and t r a n s f o r m s  
t h e m  i n t o  j u i c e s ,  wines  and o t h e r  p r o d u c t s .  Food and 
T e c h n o l o q i e s  equipment  a l l o w  t h e m  t o  p a s t e u r i z e ,  f e r m e n t ,  and 
b o t t l e  t h e i r  p r o d u c t s .  

Food and Technology c u r r e n t l y  employs 12  p e o p l e  of which 9 
a r e  women. T h e  company's s a l e s  r evenue  h a s  grown from Frw 1 .5  
m i l l i o n  i n  1989 t o  a n  e s t i m a t e d  Frw 4 m i l l i o n  i n  1 9 9 1 .  A l l  of 
p r o d u c t s  a r e  s o l d  i n  t h e  l o c a l  marke t  a l t h o u g h  t h e r e  i s  i n t e r e s t  
i n  t h e  company's v i n e g a r  i n  bo th  Kenya and Burundi .  T h e  company 
i s  c u r r e n t l y  o p e r a t i n g  a t  50% of i t s  i n s t a l l e d  c a p a c i t y .  

The company's p r o d u c t  mix h a s  s h i f t e d  s i g n i f i c a n t l y  ove r  t h e  p a s t  
two y e a r s .  T W O  y e a r s  ago v inega r  was t h e  company's most 
i m p o r t a n t  p r o d u c t ,  r e p r e s e n t i n g  40% of i t s  s a l e s  i n  1989.  During 
t h e  same y e a r ,  wine r e p r e s e n t e d  30 p e r c e n t  of i t s  t o t a l  s a l e s .  
C u r r e n t l y  Food Technology and P l a n t s '  p r o d u c t  mix i s  a s  f o l l o w s :  
banana and p i n e a p p l e  wine ( 6 0 % ) ;  p i n e a p p l e  j u i c e  ( 3 0 % ) ;  v inega r  
( 5 % ) ;  and l i q u e u r  ( 5 % ) .  

T h e  r e a s o n s  p r o v i d e d  by Dr. MU'HIRE f o r  t h e  s h i f t  i n  
p o p u l a r i t y  o f  h i s  p r o d u c t s  a r e  r e l a t e d  t o  t h e  c u r r e n t  r e c e s s i o n  
and war s i t u a t i o n .  T h e  D i r e c t o r  e x p l a i n e d  t h a t  v i n e g a r  is a  
r e l a t i v e l y  l u x u r i o u s  food i t e m  i n  Rwanda, used  f o r  s a l a d  d r e s s i n g  
and a l s o  a s  a n  i n g r e d i e n t  f o r  mayonnaise.  P i n e a p p l e  and banana 
wine consumpt ion  have gone  up, he  e x p l a i n s ,  because  of t h e  
evening  cu r f ew i n  K i g a l i  whereby more p e o p l e  s t a y  around t h e i r  
houses  i n  t h e  e v e n i n g s  and need something a l c o h o l i c  t o  d r i n k .  

T h e  company's b i g g e s t  c o n s t r a i n t s  i n c l u d e  ( i )  t h e  c u r r e n t  
slowdown i n  consumer demand; ( i i )  t h e  road  c o n t r o l s  and l a i s s e z -  
p a s s e r  r e q u i r e m e n t s  which i n h i b i t  raw m a t e r i a l  p u r c h a s i n g ;  ( i i i )  
s h o r t a g e  of management s k i l l s  w i t h i n  h i s  company; and ( i v )  
d i f f i c u l t i e s  o b t a i n i n g  bank l o a n s  because  of i n a b i l i t y  t o  meet 
banks '  s e c u r i t y  r e q u i r e m e n t s .  

Regarding t h e  r e c e n t  p o l i c y  r e f o r m s '  impact  on h i s  company 
Dr. MUHIRE commented t h a t  i n  g e n e r a l  h e  i s  i n  f a v o r  of a l l  
m a r k e t - r e l a t e d  r e f o r m s .  Commenting t h e  impac t  of s p e c i f i c  r e f o r m  
measures  on h i s  company, t h e  D i r e c t o r  t h i n k s  t h a t  t h e  exchange  
r a t e  a d j u s t m e n t  w i l l  a s s i s t  h i s  company. The r e a s o n  he g a v e  was 
t h a t  h i s  main c o m p e t i t o r s '  ( s u c h  a s  B R A L I R W A )  c o s t s  have r i s e n  



because they a r e  dependant on imported i n p u t s ,  while h i s  
company's p r i c e s  and c o s t s  have no t  r i s e n  due t o  t h e i r  r e l i a n c e  
on l o c a l  m a t e r i a l s .  

Dr. M U H I R E  f e e l s  t h a t  t h e  r ecen t  import l i b e r a l i z a t i o n  
procedures  w i l l  b e n e f i t  h i s  company i n  t h a t  he thought t h e  
previous  system allowed d i s c r e t i o n a r y  approval  of import 
l i c e n s e s .  I n  t h e  pa s t  system he s a i d  t h a t  import l i c e n s e  
a p p l i c a t i o n s  were o f t e n  r e j e c t e d  i f  an e x i s t i n g  manufacturer  d i d  
not want you t o  compete w i t h  h i m .  

The D i r ec to r  cons idered  t h a t  p r i c e  decon t ro l  should be 
g e n e r a l l y  b e n e f i c i a l  t o  h i s  f i r m .  Regarding t h e  proposed 
r educ t i on  i n  t a r i f f  p r o t e c t i o n ,  he thought i t  would he lp  h i s  f i  
because imported p roduc t s  could be cheaper .  F i n a l l y  he f e l t  t h  
t h e  proposed r educ t i on  i n  f i s c a l  i n c e n t i v e s  would not  have an 
important  impact on h i s  f i rm i n  t h a t  h i s  company d i d  not  benef i  
from f i s c a l  i n c e n t i v e s .  

Dr. MUHIRE i s  o p t i m i s t i c  about h i s  f i r m ' s  p ro spec t s  f o r  
f u t u r e  growth. He i s  f o r e c a s t i n g  a  doubling of s a l e s  revenue i n  
1992 assuming t h e  end of t h e  war s i t u a t i o n  and inc reased  s e c u r i t y  
measures. The D i r ec to r  i s  c u r r e n t l y  t e s t i n g  ou t  a  new product  -- 
champagne from bananas. He would a l s o  l i k e  t o  t e s t  ou t  canning 
p ineapples ,  vege tab les  and meat. The D i r ec to r  a l s o  b e l i e v e s  
p rospec t s  f o r  expor t ing vinegar t o  Kenya and Burundi a r e  very 
good, b u t  t h e  border and road c o n t r o l s  would have t o  loosen up 
before  he t r i e s  i t .  
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ANNEX I 

SC(1) - COUNTRY CHECKLIST 
Listed below are statutory criteria 

applicable to the eligibility of countries to 
receive the following categories of assistance: 

. ( A )  both Development Assistance and Economic 
Support Funds; (8) Development+Assistance 
funds only; or (C) Economic Support Funds 
only. . - 

A .  COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO 
BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC 
SUPPORT FmTD ASSISTANCE 

a. Negative certification (FY 
1991 Appropriations Act Sec. 559(b)): Has 
the President certified to the Congress 
that the government of the recipient 
country is failing to take adequate 
measures to prevent narcotic drugs or 
other controlled substances which are 
cultivated, produced or pracessed 
illicitly, in whole or in part, in such 
country or transported through such 
country, from being sold illegally within 
the jurisdiction of such country to United 
States Governnent personnel or their 
dependents cr from entering the United 
States unlawfully? 

b. Positive certification (FAA 
Sec. 481(h)). (This provision applies to 
assistance of any kind provided by grant, 
sale, loan, lease, credit, guaranty, or ' 
insurance, except assistance from the 
Child Survival Fund or relating to 
international narcotics control, disaster 
and refugee relief, narcotics education 
and awareness, or the provision of food or 
medicine.) If the recipient is a "major 
illicit drug producing countryn (defined 
as a country producing during a fiscal 
year at least five metric tons of opium or 
500 metric tons of coca or marijuana) or a 
"rna2or drug-transit country" (defined as a 
country that is a significant direct 
source of illicit drugs significantly 



affecting the United States,. through which 
such drugs are transported, or through 
which significant sums of drug-related 
profits are laundered with the knowledge 
or complicity of the government): 

(1) does the country have 
in place a bilateral narcotics agreement 
with the United States, or a multilateral 

N / A  

narcotics agreement? 

(2) has the President. in 
the March 1 International Narcotics 
Control Strategy Report (INSCR) determined 
and certified to the Congress (without 
Congressional enactment, within 4 5  days of 
continuous session, of a resolution 
disapproving such a certification), or has 
the President determined and certified to 
the Congress on any other date (with 
enactment by Congress of a resolution 
approving such certification) , that (a) 
during the previous year the country has 
cooperated fully with the United States or 
taken adequate steps on its own to satisfy 
the goals agreed to in a bilateral N / A  
narcotics agreement with the United States 
or in a multilateral agreement, to prevent 
illicit druqs produced or processed in or 
transported through such csuntry from 
being transported into the United States, 
to prevent and punish drug profit 
laundering in the country, and to prevent 
and punish bribery and other forms of 
public corruption which facilitate 
production or shipment of illicit drugs or 
discourage srosecution of such acts, or 
that (b) the vital national interests of 
the United States require the provision of 
such assistance? 

c. Government Policy (1986 
* 

Anti-Drug Abuse Act of 1986 Sec. 2013(b)). 
(This section applies to the same 
categories of assistance subject to the 
restrictions in F;U Sec. 481(h), above.) 
If recipient country is a "major illicit N / A  
drug producing country" or "major 
drug-transit countrytt (as defined for the 
purpose of FAA Sec 481(h)), has the 
President su5rnitted a report to Congress 
listing such country as one: (a) which, 
as a natter of governnent policy, 
encourages o r  facilitates the production 



or distribution of illicit drugs; (b) in 
which any senior cfficial of the 
government engages in, encourages; or 
facilitates the production or distribution 
of illegal drugs; (c) in which any member 
of a U.S. Government agency has suffered 
or been threatened with violence inflicted 
by or with the complicity of any 
government officer; or (d) which fails to 
provide reasonable cooperation to lawful 
activities of U.S. drug enforcement 
agents, unless the Pr~sident has provided 
the required certification to Congress 
pertaining to U.S. national interests and 
the drug control and criminal prosecution 
efforts of that country? 

2. Indebtedness to U.B. citizens 
(FAA Sec. 620(c): If assistance is to a 
government, is the government indebted to 
any U.S. citizen for goods or services 
furnished or ordered where: (a) such No 

citizen 112s exhausted available legal 
renedies, ( L )  the debt is not denied or 
ccntested by such government, or (c) the 
indebtedness arises under an unconditional 
guaranty of payment given by such 
gcvernnent or controlled entity? 

3. Esizuzz of U . B .  Pfoperty (FAA 
Sec. 620(e) (1) ) : If assistance is to a 
governzent, has it (including any 
government agencies or subdivisions) taken 
any action vhich has the effect of 
nationalizing, expropriating, or otherwise 
seizing o;;nership or control of property 
of U.S. citizens or entities beneficially 
orinsd by then without taking steps to 
discharge its obligations toward such 
citizens or entities? 

* 
4. Coz~unist countries ( F U  Secs. 

620 (a), 620 (f) , 620D; FY 1991 
A~prcpriations Act Secs. 512, 545): Is 
recipient ccuntry a Cormunist country? If 
so, has the President: (a) determined 
that assistance to the country is vital to 
the security of the United States, that 
the recipient country is not controlled by 
the internaticnel Communist conspiracy, 
and that such assistance will further 
prccote t h s  ini4=psnde~ce of the recipient 
country f r c n  iil;~rnational comnunism, or 
(b) ro_~,c.:e.rl ?, ccovr~try Erorn spplicable BEST AVAILABLE copy 



restrictions on assistance to communist 
countries upon a determination and report 
to Congress that such action is important 
to the national interest of the United 
States? Vill assistance be provided 
either directly or indirectly to Angola, 
Cambodia, Cuba, Iraq, Libya, Vietnam, Iran 
or Syria? Will assistance be provided to 
Afghanistan without a certification, or 
will assistance be provided inside 
Afghanistan through the Soviet-controlled 
government of Afghanistan? 
- -. . - .. 5. IIob Astion (Flu\ Sec. 620(j)): 
Has the country permitted, or failed to 
take adequate neasures to prevent, damage 
or destruction by mob action of U.S. 
property? 

6. OPIC Investmeat Guaranty ( F U  
Sec. 620 (1) ) : IIas the country failed to 
enter into an i n v e ~ t ~ c n t  guaranty 
aGreenent >:ith OPIC? 

7. Seizure of U . S .  Fishing Vessels 
(FAA Sec. 620 (0) ; Fishermen's Protective 
Act cf 1967 (as amended) Sec. 5): (a) Has 
the country seized, or imposed any penalty 
or sanction a3ainst, any U,S. fishing 
vessel because of fishing activities in 
international waters? (b) If so, has any 
deduction required by the Fishermen's 
Prctective Act Seen m d e ?  

8. Lca3 Default (FA9 Sec. 620(q) ; 
FY 1391 ;.~prcpriaticns Act Sec. 518 
(Brcloke Azzndnent) ) : ( a )  Has- the 
governzent of the recipient country been 
in default for more than six months on 
interest or principal of any loan to the 
country unzer the F 1 U ?  (b) Has the 
country been in default for more than one 
year on interest or principal on any U.S. 
loan under a prograa fcr which the FY 1990 
Acpropri3tic~s Act apprcpriates funds? 

9. :!ilitary Zquipnont (FAA Sec. 
620(s)): If contemplated assistance is 
developrent loan or to cone from Economic 
S u p ~ ~ r t  Fund, has the Administrator taken 
into a c r o u n t  the percentago of the 
CC)U~+-Y*-~ - - . ,-xi,;et 2nd arount of the 
country's fcrsiya exchange or other 
rescurces s ~ e n t  gn nilitary equipment? 

N / A  
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(Reference nay  be made to the annual 
"Taking Into ~onsideration~l meno: "Yes, 
taken into account by the ~dministrator at 
tine of approval of Agency OYB."  his 
approval by the Administrator of the 
operational Year Budget can be the basis 
fcr an affirmative answer during the 
fiscal year unless significant changes in 
circumstances occur.) 

10. Diplomatic Relations with 0 .6 .  
(FAA Sec. 620 (t) ) : Has the country 
4evered diplomatic relations with the 
United States? If so, have relations been 
resumed and have new bilateral assistance 
agreements been negotiated and entered 
into since such resumption? 

11. U.17. Obligations (FAA Sec. 
620(u)): !.;hat is the payment status of 
the country's U.11. obligations? If the 
country is in arrears, were such 
arrearaqcs taken into account by the 

Rmnda's U.N. obligation payment 
status has been taken into 
consideration by AID Administrat0 
in determining the FY 91 OYB 
for Rmnda . 

A.I.D. idministrator in determining the 
current A.I.D. Operational Year Budget? 
(Reference may be made to the "Taking into 
Consideration" memo.) 

I t .  International Terrorisn 

a. Sanctuary and support (FY 
19?1 Ap~rc?riations Act Sec. 556; FAA 
Sec. GZOA): Has the country been 
deternined by tho President to: (a) grant No 
sanctuary Crcn prosecution to any 
individual or group which has committed an 
act of international terrorism, or (b) 
otherwise support i n t e r n a t i o n a l  t e r r o r i s m ,  
unless the President has waived this 
restriction on grounds of national 
security or for humanitarian reasons? . 

b. Airport security (ISDCA of 
1985 Sec. 552(b). Has the Secretary of 
State deternined that the country is a 
high terrorist threat country after the 
Secretary of Transportation has 
determined, pursuant to section 1115(e)(2) 
of the Federal Aviation Act of 1958, that 
an airport in the country does not 
maintain and adininister effective security 

- measures? 
BEST AVAILAEi-E COPY 



1 3 .  D i s c r i m i n a t i o n  (FAA Sec .  
6 6 6 ( b ) ) :  Does t h e  c o u n t r y  o b j e c t ,  o n  t h e  
b a s i s  o f  r a c e ,  r e l i g i o n ,  n a t i o n a l . o r i g i n  N o  
o r  s e x ,  t o  t h e  p r e s e n c e  o f  a n y  o f f i c e r  o r  
employee o f  t h e  U . S .  who is p r e s e n t  i n  
s u c h  c o u n t r y  t o  c a r r y  o u t  economic  
d e v e l o p n e n t  p r o g r a m s  u n d e r  t h e  F U ?  

1 4 .  P luc lea r  Technology (FAA S e c s .  
6 6 9 ,  6 7 0 ) :  Has t h e  c o u n t r y ,  a f t e r  A u g u s t  
3 ,  1977 ,  d e l i v e r e d  -fo a n y  o t h e r  c o u n t r y  o r  
r e c e i v e d  n u c l e a r  e n r i c h s e n t  or  , N/A 
r e p r o c e s s i n g  e q u i p m e n t ,  n a t e r i a l s ,  o r  

' t e c h n o l o g y ,  w i t h o u t  s p e c i f i e d  a r r a n g e m e n t s  
o r  s a f e g u a r d s ,  a n d  w i t h o u t  s p e c i a l  
c e r t i f i c a t i o n  by t h e  P r e s i d e n t ?  Has  it 
t r a n s f e r r e d  a n u c l e a r  e x p l o s i v e  d e v i c e  t o  
a  n o n - n u c l e a r  weapon s t a t e ,  o r  i f  s u c h  a 
s t a t e ,  e i t h e r  r e c e i v e d  o r  d e t o n a t e d  a  
n u c l e a r  e x p l o s i v e  d e v i c e ?  If t h e  c o u n t r y  
is a  n o n - n u c l e a r  weapon s t a t e ,  h a s  it, on  
o r  a f t e r  A u g u s t  8 ,  1 9 E 5 ,  e x p o r t e d  ( o r  
a t t e m p t e d  t o  e x p o r t )  i l l e g a l l y  f r o m  t h e  
U n i t e d  S t a t e s  a n y  m a t e r i a l ,  e q u i p m e n t ,  o r  
t e c h n o l o g y  c:hich would  c c n t r i b u t e  
s i g n i f i c a n t l y  t o  t h e  a b i l i t y  of a c o u n t r y  
t o  r r ianufacture  a n u c l o z r  e x p l o s i v e  d e v i c e ?  
(FL\ S e c .  6 2 0 C  ~ c r n i t s  a s p e c i a l  w a i v e r  o f  
S e s .  5 6 3  f o r  P a ! : i s t a n . )  

,- 

1 5 .  Alrjicrs Z!eetinq (ISDCA o f  1981 ,  
S e c .  7 2 0 ) :  \:as t h e  c o u n t r y  r e p r e s e n t e d  a t  Fbanda's posi t ion  was taken 
t h e  M e e t i a g  o f  l l i n i s t e r s  o f  F o r e i g n  i n t o  account by the 
A f f a i r s  a n d  Heads o f  D e l e g a t i o n s  of  t h e  AID m s t r a t o r  i n  
Non-Aligned C o u n t r i e s  t o  t h e  3 6 t h  G e n e r a l  determining Rwanda's FY 91 OYB. 
A s s e n b l y  o f  t h e  U . H .  o n  S e p t .  25 a n d  2 8 ,  
1 9 8 1 ,  and  d i d  it f a i l  t o  d i s a s s o c i a t e  
i t s e l f  f r c n  t h e  c o c n u n i q u e  i s s u e d ?  I f  s o ,  
h a s  t h e  F r e s i d e n t  t a k e n  it into account? 
( R e f e r e n c e  nay b e  made t o  t h e  " T a k i n g  i n t o  
C o n s i d e r a t i c n t t  memo. ) * 

15. H i l i t a r y  Coup (FY 1 9 9 1  
A p p r c p r i a t i o n s  A c t  S e c .  5 1 3 ) :  Has t h e  
d u l y  e l e c t e d  Head o f  Government o f  t h e  
c o u n t r y  b e e n  d e p o s e d  by m i l i t a r y  c o u p  o r  No 

d e c r e e ?  I f  a s s i s t a n c e  h a s  been  
t e r a i n a t e d ,  h a s  t h e  P r e s i d e n t  n o t i f i e d  
C o n g r e s s  t h a t  a d e m o c r a t i c a l l y  e l e c t e d  
g o v e r n c e n t  h a s  t a k e n  o f f i c e  p r i o r  t o  t h e  
r e s u ~ p t i c n  of  assistance? 



17. Rofugeo Cooperation (FY 1991 
Appropriations Act Sec. 539): Does the 
recipient country fully cooperateawith the yes 
international refugee assistance 
organizations, the United States, and 
other governments in facilitating lasting 
solutions to refugee situations, including 
resettlement without respect to race, sex, 
religion, or national origin? 

18. Zxploitation 02 Children (FY 
1991 Appropriations Act Sec. 599D, 
amending FL7 Sec. 116): Does the 
recipient government fail to take 
appropriate and adequate measures, within 
its means, to protect children from 
exploitation, abuse or forced conscription 
into military or paramilitary services? 

B. COL?JTRY ELIGIBILITY CRITERIA APPLICABLE 
0tIL.L TO DEVELOPMENT ASSISTANCE ( "DA9') 

1. Z u ~ a n  E i g h t s  Violations (FAA Sec. 
116): Has the Departnent of State NO, recent human rights 
determined that this government has questions were 
engaged in a consistsnt pattern of gross resolved when GOR released 
violations of internationally recognized prisoners who had not been 
hunan rights? If so, can.-it be charged. 
denonstrated that contemplated assistance 
will directly benefit the needy? 

2. A3ortions (FY 1991 Appropriations 
Act Sec. 5 3 5 )  : Has the President 
certifio3 th3t use of DA funds by this 
ccuntry xzuld violate any of the No 
prohibitisns zgainst use of funds to pay 
for the performance of abortions as a 
method of fanily planning, to motivate or 
coerce any person to practice abortions, 
to pay for the performance of involuntary' 
sterilization as a method of family 
planning, to coerce or provide any 
financial incentive to any person to 
undergo sterilizaticns, to pay for any 
bicaedical research uhich relates, in 
whole or in part, to methods of, or the 
perforaanoe of, abortions or involuntary 
sterilization as a means of family 
planniag? 



S C ( 2 )  - ASSISTANCE CHECKLIBT 

Listed below are statutory criteria 
applicable to the assistance resources 
thenselves, rather than to the eligibility of a 
country to receive assistance. This section is 
divided into three parts. Part A includes 
criteria applicable to both Development , 

Assistance and Economic Support Fund resources. 
Part B includes criteria applicable only to 
Development Assistance resources. PartLC 
includes criteria applicable only to Economic 
Support Funds. 

CROSS REFERELICE: IS COUNTRY CIIECKLIST UP TO 
DATE? 

A C R I T E R I A  ;\?PLICADLE T O  BOTH DEXELOPI4ENT 
A S S I S T i L ' f C E  X l D  ECOlfOI'.IIC SUPPORT FUNDS 

1. Host Country Development Efforts 
( F a  Sec. 601(a)): Information and 
conclusions on whether assistance will 
encourage efforts of the country to: 
(a) increase the flow of international 
trade; (b) foster private .initiative and 
competiticn; (c) encourage development and 
use of cooperatives, credit unions, and 
savings end loan associations; 
(d) discourage monopolistic practices; (e) 
inprove technical efficiency of industry, 
agriculture, and commerce; and (f) 
strengthen free labor unions. 

2. 0.3. ?rivate Trado and Investment 
(FZ21 Sec. 601(b)): Information and 
conclusions on how assistance will 
encouraqe U.S. private trade and 
investment abroad and encourage private 
U . S .  participation in foreign assistance 
proqracs (including use of private trade 
channels and the services of U.S. private 
enterprise). 

The purpose of the program 
is to increase competition 
in the short-run and 
subsequents employrrrent and 
production ih Rwanda. It 
will do so by supporting 
a service of policy reforms 
that will support objectives 
(a) - (e) of FAA 601a. 
The program is not expected 
to have any direct inpact 
on l&r unions. 



C. COUh'TRY ELIGIBILITY CRITERIA APPLICABLE 
ONLY TO ECONOMIC SUPPORT FUNDS ("ESF") 

Human Rights Violations (FAA Sec. 
502B): Has it been determined that the 
country has engaged in a consistent 
pattern of gross violations of 
internationally recognized human rights? 
If so, has the President found that the 
country made such significant improvement 
in its human rights record that furnishing 
such assistance is in the U.S. national 
interest? 



3. Congressional Notification 

a. General requirement '(FY 1991 
Appropriations Act Secs. 523 and 591; 
FAA Sec. 6 3 4 A ) :  If money is to be 
obligated for an activity not previously 
justified to Congress, or for an amount in 

N/A 

excess of amount previously justified to 
Congress, has Congress been properly 
notified (unless the notification 
requirement has been waived because of 
substantial risk to human health or 
welfare)? -- .-. . 

b. Notice of nev account 
obligation (FY 1991 Appropriations Act 
Sec. 514): If funds are being obligated 
under an appropriation account to which 
they were not appropriated, has the 
President consulted with and provided a 
written justification to the House and 
Senate Appropriations Committees and has 
such obligation been subject to regular 
notification procedures? 

c. Cash transfers and 
nonproject sector assistance (FY 1991 
Appropriations Act Sec. 575(b)(3)): If 
funds are to be made available in the form. 
of cash transfer or nonproject sector 
assistance, has the Congressional notice Yes 
included a detailed description of how the 
funds will be used, with a discussion of 
U.S. interests to be served and a 
description of any economic poolicy 
refcrms to be promoted? 

4. Engineering and Financial Plans 
(FAA Sec. 611(a)): Prior to an obligation 
in excess of $500,000, will there be: (a) (a) Yes 

engineering, financial or other plans a (b) Yes 
necessary to carry out the assistance; and 
(b) a reasonably firm estimate of the cost 
to the U.S. of the assistance? 

5. Legislative Action (FMi Sec. 
611 (a) (2)) : If legislative action is 
required within recipient country with 
respect to an obligation in excess of 
$500,000, what is the basis for a 
reasonable expectation that such action N/A 
will be completed in time to permit 
orderly acconplishmsnt of the purpose of 
the assistance? 



6. Water Resources (FAA Sec. 611(b); 
FY 1991 Appropriations Act Sec. 501): If 
project is for water or water-related land 
resource construction, have benefits and 
costs been computed to the extent 
practicable in accordance with the 
principles, standards, and procedures 
established pursuant to the Water 
Resources Planning Act (42 U.S.C. 1962, & 
M . ) ?  (See A.I.D. Handbook 3 for 
guidelines.) 

- _ -._ 7. Cash Transfer and Sector 
Assistance (FY 1991 Appropriations Act 
Sec. 575(b)) : Will cash transfer or 
nonproject sector assistance be maintained 
in a separate account and not commingled 
with other funds (unless such requirements 
are waived by Congressional notice for 
nonproject sector assistance)? 

8. Capital Assistance (FAA Sec. 
611(e)): If project is capital assistance 
(e.s., construction), and total U.S. 
assistance for it will exceed $1 million, 
has Mission Director certified and 
Regional Assistant Administrator taken 
into consideration the country's 
capability to maintain and utilize the - "  project effectively? 

9. Multiple Country Objectivas (FAA 
Sec. 601(a)): Information and conclusions 
on whether projects will encourage efforts 
of the country to: (a) increase the flow 
of international trade; (b) foster private 
initiative and conpetition; (c) encourage 
development and use of cooperatives, 
credit unions, and savings and loan 
associations; (d) discourage monopolistic 
practices; (e) improve technical a 

efficiency of industry, agriculture and 
commerce; and (f) strengthen free labor 
unions. 

10. 0 . 6 .  Private Trade (FAA Sec. 
601($)): Information and conclusions on 
how project will encourage U.S. private 
trade and investment abroad and encourage 
private U . S .  participation in foreign 
assistance prograss (including use of 
private trade channels and the services of 
U. S. private enterprise) . 

Yes 

Same as A.l. 

Same as A. 2. 



11. Local Currenciee 

a. Recipient contributions 
(FAA Secs. 612 (b) , 636 (h) ) : Descr'ibe 
steps taken to assure that, to the maximum 
extent possible, the country is 
contributing local currencies to meet the 
cost of contractual and other services, 
and foreign currencies owned by the U.S. 
are utilized in lieu of dollars. 

b. U.8.-Ovned Currency (FAA 
Sec. 612(d)): Does the U.S. own excess 
foreign currency of the country and,.if 
so, what arrangements have been made for 
its release? 

c, Separate Account (FY 1991 
Appropriations Act Sec. 575). If 
assistance is furnished to a foreign 
government under arrangements which result 
in the generation of local currencies: 

(1) Has A.I.D. (a) 
required that local currencies be 
deposited in a separate account 
established by the recipient government, 
(b) entered into an agreement with that 
government providing the amount of local 
currencies to be generated-and the terms 
and conditions under which the currencies 
so deposited may be utilized, and (c) 
established by agreement the 
responsibilities of A.I.D. and that 
government to monitor and account for 
depcsits into and disbursements from the 
separate account? 

(2) Will such local 
currencies, or an equivalent amount of 
local currencies, be used only to carry 
out the purposes of the DA or ESF chapters 
of the FAA (depending on which chapter is 
the source of the assistance) or for the 
administrative requirements of the United 
States Government? 

(3) Has A.I.D. taken all 
appropriate steps to ensure that the 
equivalent of local currencies disbursed 
from the separate account are used for the 
agreed purposes? 

Yes 

Yes 



(4) If assistance is 
terminated to a country, will any 
unencumbered balances of funds remaining 
in a separate account be disposed-of for 
purposes agreed to by the recipient 
government and the United States 
Government? 

12. Trade Restrictiono 

a. Surplus Commodities (FY 1991 
Appropriations Act Sec. 521(a)): If 
assistance is for the production of any 
commodity for export, is the commodity 
likely to be in surplus on world markets No 
at the time the resulting productive 
capacity becomes operative, and is such 
assistance likely to cause substantial 
injury to U.S. producers of the same, 
similar or competing commodity? 

b. Textiles (Lautenberg 
Amendment) (FY 1991 Appropriations Act 
Sec. 521(c)): Will the assistance (except 
for programs in Caribbean Basin Initiative N/A 
countries under U.S. Tariff Schedule 
"Section 807," which allows reduced 
tariffs on articles assembled abroad from 
U.S.-made components) be used directly to 
procure feasibility studies, 
prefeasibility studies, oircproject 
profiles of potential investment in, or to 
assist the establishment of facilities 
specifically designed for, the manufacture 
for export to the United States or to 
third country markets in direct 
competition with U.S. exports,.of 
textiles, apparel, footwear, handbags, 
flat goods (such as wallets or coin purses 
worn on the person), work gloves or 
leather wearing apparel? 

b 

13. Tropical Forests (FY 1991 
Appropriations Act Sec. 533(c)(3)): Will 
funds be used for any program, project or 
activity which would (a) result in any N/A 
significant loss of tropical forests, or 
(b) involve industrial timber extraction 
in primary tropical forest areas? 



14. Sahel Accounting (FAA Sec. 
121(d)): If a Sahel project, has.a 
determination been made that the host N/A 
government has an adequate system for 
accounting for and controlling receipt and 
expenditure of project funds (either 
dollars or local currency generated 
therefrom) 3 

15. PVO Assistance 

a. Auditing and registration 
(FY 1991 Appropriations Act Sec. 5 3 7 ) :  If 
assistance is being made available to a 
PVO, has that organization provided upon N/A 
timely request any document, file, or 
record necessary to the auditing 
requirements of A.I.D., and is the PVO 
registered with A.I.D.? 

b. Funding aources (FY 1991 
Appropriations Act, Title 11, under 
heading "Private and Voluntary 
Organizations1'): If assistance is to be 
made to a United States PVO (other than a N/A 
cooperative development organization), 
does it obtain at least 20 percent of its 
total annual funding for international 
activities from sources otfier than the 
United States Government? 

16. Project Agreement Documentation 
(State Authorization Sec. 139 (as 
interpreted by conference report)): Has ~t will be sent within 
confirmation of the date of signing of the 60 days after signing. 
project agreenent, including the amount 
involved, been cabled to State LIT and 
A.I.D. LEG within 60 days of the 
agreement's entry into force with respect 
to the United States, and has the full , 
text of the agreement been pouched to 
those same offices? (See Handbook 3, 
Appendix 6G for agreements covered by this 
provision). 

17. netric Bystem (Omnibus Trade and 
Competitiveness Act of 1988 Sec. 5164, as 
interpreted by conference report, amending 
Metric Conversion Act of 1975 Sec. 2, and 
as implemented through A.I.D. policy): 
Does the assistance activity use the 
metric system of measurement in its 
procurenents, grants, and other 
business-related activities, except to the 



extent that such use is impractical or is 
likely to cause significant inefficiencies 
or loss of markets to United States firms? 
Are bulk purchases usually to be made in 
metric, and are components, subassemblies, 

- and semi-fabricated materials to be 
specified in metric units when 
economically available and technically 
adequate? Will A.I.D. specifications use 
metric units of measure from the earliest 
programmatic stages, and from the earliest 
documentation of the assistance processes 
(for example, project papers) involving 
quantifiable measurements (length, area, 
Golume, capacity, mass and weight), 
through the implementation stage? 

18. Women in Development (FY 1991 
Appropriations Act, Title 11, under 
heading "Wonen in Developmentn): Will 
assistance be designed so that the 
percentage of women participants will be 
demonstrably increased? 

19. Regional and Hultilateral 
Assistance (FAA Sec. 209): Is assistance 
more efficiently and effectively provided 
through regional or multilateral 
organizations? If so, why is assistance 
not so provided? InformatLon and 
conclusions on whether assistance will 
encourage developing countries to 
cooperate in regional development 
programs. 

20. Abortions (FY 1991 
Appropriations Act, Title 11, under 
heading "Population, DA," and Sec. 525): 

a. Will assistance be made 
available to any organization or program 
which, as determined by the President, a 

supports or participates in the management 
of a program of coercive abortion or 
involuntary sterilization? 

b. Will any funds be used to 
lobby for abortion? 

21. Cooperatives (FAA Sec. 111): 
Will assistance help develop cooperatives, 
especially by technical assistance, to 
assist rural and urban poor to help 
themselves toward a better life? 

Yes 

Yes 



22. U.8.-Owned Foreign currencies 

a. Use of currencies (FAA Secs. 
612 (b) , 636 (h) ; FY 1991 ~ppropriations Act 
Secs. 507, 509): Describe steps taken to 
assure that, to the maximum extent N/A 

possible, foreign currencies owned by the 
U.S. are utilized in lieu of dollars to 
meet the cost of contractual and other 
services. 

b. Release of currencies (FAA 
Sec. 612(d)): Does the U.S. own excess Same as 1l.b. 
foreign currency of the country and, if 
so, what arrangements have been made for 
its release? 

23. Procurement 

a. 6mall business (FAA Sec. 
602(a)): Are there arrangements to permit 
U.S. small business to participate 
equitably in the furnishing of commodities 

N/A 

and services financed? 

b. U . 8 .  procurement (FAA Sec. 
604(a)): Will all procurement be from the 
U.S. except as otherwise determined by the Yes 
President or determined under delegation 
from him? - e 

c. Marine insurance (FAA Sec. 
604(d)): If the cooperating country 
discriminates against marine insurance 
companies authorized to do business in the 
U.S., will commodities be insured in the 

N/A 

United States against marine risk with 
such a company? 

d. Non-U.8. agricultural 
procurement (FAA Sec. 604 (e) ) : If 
non-U.S. procurement of agricultural 
commodity or product thereof is to be N/A 

financed, is there provision against such 
procurement when the domestic price of 
such comiodity is less than parity? 
(Exception where commodity financed could 
not reasonably be procured in U.S.) 

e. Construction or engineering 
services (FAA Sec. 604 (g) ) : Will 
construction or engineering services be 
procured fron firms of advanced developing N/A 

countries which are otherwise eligible 



under Code 941 and which have attained a 
conpetitive capability in international 
markets in one of these areas? (Exception 
for those countries which receive direct 
economic assistance under the FAA and 
permit United States firms to compete for 
construction or engineering services 
financed from assistance programs of these 
countries.) 

f. Cargo preference shipping 
(FAA Sec. 603)): Is the shipping excluded 
f-rom compliance with the requirement in 
-section 901(b) of the Merchant Harine Act 
of 1936, as amended, that at least 
50 percent of the gross tonnage of N/A 
commodities (computed separately for dry 
bulk carriers, dry cargo liners, and 
tankers) financed shall be transported on 
privately owned U.S. flag commercial 
vessels to the extent such vessels are 
available at fair and reasonable rates? 

g. Technical assistance 
( F a  Sec. 621 (a) ) : If technical 
assistance is financed, will such 
assistance be furnished by private 
enterprise on a contract basis to the 
fullest extent practicable? Will the 
facilities and resources of other Federal 
agencies be utilized, when they are 
particularly suitable, not competitive 
vith private enterprise, and made 
available without undue interference with 
dc-estic programs? 

Yes 

h. 0 . 8 .  air carriers 
(International Air Transportation Fair 
Corpetitive Practices A c t ,  1974): If air 
transportation of persons or property is Yes 
financed on grant basis, will U.S. 
carriers be used to the extent such . 
service is available? 

i. Termination for convenience 
of U.S. Government (FY 1991 Appropriations 
Act Sec. 504): If the U.S. Government is 
a party to a contract for procurenent, 
does the contract contain a provision Yes 
authorizing ternination of such contract 
for the convenience of the United States? 



j .  Consulting services 
(FY 1991 Appropriations Act Sec. 524): If 
assistance is for consulting service 
through procurement contract pursuant to 5 
U.S.C. 3109, are contract expenditures a 
matter of public record and available for 
public inspection (unless otherwise 
provided by law or Executive order)? 

k. Hetric conversion 
(Omnibus Trade and Competitiveness Act of 
1988, as interpreted by conference report, 
amending Metric Conversion Act of 1975 
Sec. 2, and as implemented through A . I . D .  
policy): Does the assistance program use 
the metric system of measurement in its 
procurements, grants, and other 
business-related activities, except to the 
extent that such use is impractical or is 
likely to cause significant inefficiencies 
or loss of markets to United States firms? 
Are bulk purchases usually to be made in 
metric, and are components, subassemblies, 
and seai-fabricated materials to be 
specified in metric units when 
economically available and technically 
adequate? Will A.I.D. specifications use 
metric units of measure from the earliest 
programatic stages, and from the earliest 
documentation of the assistance processes 
(for example, project papers) involving 
quantifiable measurements (length, area, 
volu~e, capacity, mass and weight), 
through the implementation stage? 

1. Competitive Selection 
Procedures ( F a  Sec. 601(e)): Will the 
assistance utilize competitive selection 
procedures for the awarding of contracts, 
except where applicable procurement rules 
allow otherwise? * 

24. Construction 

a. Capital project (FAA Sec. 
601(d)): If capital (e.s., construction) 
project, will U . S .  engineering and N/A 

prcfessional services be used? 

b. Construction contract (FAA 
Sec. 611(c)): If contracts for 
construction are to be financed, vill they 
be let on a competitive basis to maximum N/A 

extent practicable? 



c. Large projects, 
Congressional approval (FAA Sec. 62O(k)): 
If for construction of productive . 
enterprise, will aggregate value of N/A 
assistance to be furnished by the U.S. not 
exceed $100 million (except for productive 
enterprises in Egypt that were described 
in the Congressional Presentation), or 
does assistance have the express approval 
of Congress? 

25. U.B. Audit Righta (FAA Sec. 
301(d)): If fund is established solely by 
U.S. contributions and administered by an 
international organization, does N/A 

Comptroller General have audit rights? 

26. Conmunist Assistance (FAA Sec. 
620(h). Do arrangements exist to insure 
that United States foreign aid is not used YES in a manner which, contrary to the best 
interests of the United states, promotes 
or assists the foreign aid projects or 
activities of the Communist-bloc 
countries? 

27. Narcotics 

a. Cash reimbursements (FAA 
Sec. 483): Will arrangements preclude use 
of financing to make reimbursements, in 
the fors of cash payments, to persons N/A 

whose illicit drug crops are eradicated? 

b. Assistance to narcotics 
t r a f f i c k e r s  (FAA Sec. 487): Will 
arrangeaents take Itall reasonable stepsn 
to preclude use of financing to or through 
individuals or e n t i t i e s  which w e  know or N/ A 
have reason to believe have either: (1) 
been convicted of a violation of any law 
or regulation of the United States or a * 
foreign country relating to narcotics (or 
other controlled substances); or (2) been 
an illicit trafficker in, or otherwise 
involved in the illicit trafficking of, 
any such controlled substance? 



28. Expropriation and Land Reform 
(FAA Sec. 6 2 0 ( g ) ) :  Will assistance 
preclude use of financing to compensate 
owners for expropriated or nationalized 
property, except- to compensate foreign 
nationals in accordance with a land reform 
program certified by the President? 

29. Police and Prison8 (FAA Sec. 
660): Will assistance preclude use of 
financing to provide training, advice, or 
any financial support for police, prisons, 
or other law enforcement forces, except N/A 
for narcotics programs? 

30. CIA Activities (FAA Sec. 662): 
Will assistance preclude use of financing N/A 

for CIA activities? 

31. Hotor Vehicles (FAA Sec. 
636(i)): Will assistance preclude use of 
financing for purchase, sale, long-term N/ A 
lease, exchange or guaranty of the sale of 
motor vehicles manufactured outside U.S., 
unless a waiver is obtained? 

32. ~ilitary Personnel (FY 1991 
Appropriations Act Sec. 503): Will 
assistance preclude use of-financing to 
pay pensions, annuities, retirement pay, 
or adjusted service compensation for prior 
or current xriilitary personnel? 

33. Payment of U.N. Assessments (FY 
1991 Appropriations Act Sec. 505): Will N/A 
assistance preclude use of financing to 
pay U.N. assessments, arrearages or dues? 

3 4 .  Multilateral Organization 
Lending (FY 1991 Appropriations Act Sec. 
506): Will assistance preclude use of ' N/A 
financing to carry out provisions of FAA 
section 209 (d) (transfer of FAA funds to 
multilateral organizations for lending)? 

35. Export of Nuclear Resources (FY 
1991 Appropriations Act Sec. 510): Will 
assistance preclude use of financing to N/A 
finance the export of nuclear equipment, 
fuel, or technology? 



'36. Repression of Population (FY 
1991 Appropriations Act Sec. 511): Will 
assistance preclude use of financihg for N/A 

the purpose of aiding the efforts of the 
government of such country to repress the 
legitimate rights of the population of 
such country contrary to the Universal 
Declaration of Human Rights? 

37. Publicity or Propaganda (FY 1991 
Appropriations Act Sec. 516): Will 
assistance be used for publicity or 
propaganda purposes designed to support or 
defeat legislation pending before N/A 
Congress, to influence in any way the 
outcome of a political election in the 
United States, or for any publicity or 
propaganda purposes not authorized by 
Congress? 

38. Marine Insurance (FY 1991 
Appropriations Act Sec. 563): Will any 
A.I.D. contract and solicitation, and 
subcontract entered into under such 
contract, include a clause requiring that 
U.S. marine insurance companies have a 
fair oppcrtunity to bid for-marine 
insurance when such insurance is necessary 
or appropriate? . - 

39. Exchange for Prohibited Act (FY 
1991 Appropriations Act Sec. 569): Will 
any assistance be provided to any foreign 
governnent (including any instrumentality 
or agency thereof), foreign person, or No 
United States person in exchange for that 
foreign governnent or person undertaking 
any action xhich is, if carried out by the 
United States Government, a United States 
official or employee, expressly prohibited 
by a provision of United States lav? 



B. CRITERIA AF'PLICABLE TO DEVELOPMENT 
ASSISTANCE ONLY 

1. Agricultural Exports ( B ~ p e r s  
Amendment) (FY 1991 Appropriations Act 
Sec. 521(b), as interpreted by conference 
report for original enactment): If 
assistance is for agricultural development 
activities '(specifically, any testing or 
breeding feasibility study, variety 
improvement or introduction, consultancy, 
publication, conference, or training), are 
such activities: (1) specifically and 
principally designed to increase 
agricultural exports by the host country 
to a country other than the United States, 
where the export would lead to direct 
competition in that third country with 
exports of a similar commodity grown or 
produced in the United States, and can the 
activities reasonably be expected to cause 
substantial injury to U.S. exporters of a 
similar agricultural commodity; or (2) in 
support of research that is intended 
primarily to benefit U.S. producers? 

2. Tied Aid Credits (FY 1991 
Appropriations Act, Title-TI, under 
heading "Economic Support Fundm): Will DA 
funds be used for tied aid credits? 

3. Appropriate Technology ( F U  Sec. 
107): Is special emphasis placed on use 
of appropriate technology (defined as 
relatively smaller, cost-saving, 
labor-using technologies that are 
generally most appropriate for the small 
farms, small businesses, and small incomes 
of the poor)? . 

4. Indigenous Needs and Resources 
(FAA Sec. 281(b)): Describe extent to This program supports 
which the activity recognizes the indigenous needs and resources i 
particular needs, desires, and capacities that the policy programs 
of the people of the country; utilizes the will enable m d a n s ,  partialar. 
country's intellectual resources to in the private sector, to engage 
encourage institutional development; and in inc~ne generating activities. 
supports civic education and training in 
skills required for effective 
participation in governmental and 
political processes essential to 
self-government, 



5. Economic Development ( F M  Sec. 
101(a)): Does the activity give 
reasonable promise of contributing to the 
developnent of economic resources, or to 
the increase of productive capacities and 
self-sustaining economic growth? 

6. Special Development Emphases (FAA 
Secs. 102 (b) , 113, 281 (a) ) : Describe 
extent to which activity will: ( a )  
effectively involve the poor in 
development by extending access to economy 
at local level, increasing labor-intensive 
production and the use of appropriate 
.technology, dispersing investment from 
cities to small towns and rural areas, and 
insuring wide participation of the poor in 
the benefits of development on a sustained 
basis, using appropriate U.S. 
institutions; (b) encourage democratic 
private and local governmental 
institutions; (c) support the self-help 
efforts of developing countries; (d) 
promote the participation of women in the 
national economies of developing countries 
and the improvement of women's status; and 
(e) utilize and encourage regional 
cooperation by developing countries. 

7. Recipient country Contribution 
( F U  Secs. 110, 124 (d)) : .klill the 
recipient country provide at least 25 
percent of the costs of the program, 
project, or activity with respect to which 
the assistance is to be furnished (or is 
the latter cost-sharing requirement being 
waived for a "relatively least developed" 
country)? 

8. Benefit to Poor Majority (FAA 
Sec. 128(b)): If the activity attempts to 
increase the institutional capabilities of - privat5 organizations or the government of 
the country, or if it attempts to 
stinulate scientific and technological 
research, has it been designed and will it 
be nonitored to ensure that the ultimate 
beneficiaries are the poor majority? 

Yes 

The program's policy reforms are 
specifically designed to foster 
the developnent of medium, d l  
and micro enterprises throughout 
m d a .  It will thereby help 
+ t d  access to the economy at 
the local level, increase labor 
intensive production and use of 
appropriate technologies, and 
disperse investnwt to rural 
areas. By stressing the private 
sector, the program supports 
self -help. 



9. Abortions (FAA Sec.' 104 (f) ; F Y  
1991 Appropriations Act, Title II,.under 
heading "Population, D A I n  and Sec. 535): 

a. Are any of the funds to be 
used for the performance of abortions as a 
method of family planning or to motivate No 
or coerce any person to practice 
abortions? 

b. Are any of the funds to be 
used to pay for the performance of 
involuntary sterilization as a method of 
family planning or to coerce or provide No 
any financial incentive to any person to 
undergo sterilizations? 

c. Are any of the funds to be 
made available to any organization or 
program which, as determined by the 
President, supports or participates in the No 
management of a program of coercive 
abortion or involuntary sterilization? 

d. Will funds be made available 
only to voluntary family planning projects 
which offer, either directly or through 
referral to, or information about access 

N/A 

to, a broad range of family planning 
methods and services? 

e. In awarding grants for 
natural family planning, will any 
ap?licant be discriminated against because N/A 
of such applicant's religious or 
conscientious comiiitment to offer only 
natural family planning? 

f. Are any of the funds to be 
used to pay for any biomedical research 
which relates, in whole or in part, to @ No 
methods of, or the performance of, 
abortions or involuntary sterilization as 
a means of family planning? 

g. Are any of the funds to be 
made available to any organization if the 
President certifies that the use of these No 
funds by such organization would violate 
any of the above provisions related to 
abortions and involuntary sterilization? 



10. Contract Awards (FAA SeC. 
601(e)): Will the project utilize 
competitive selection procedures for the 
awarding of contracts, except where 
applicable procurement rules allow 
otherwise? 

11. Disadvantaged Enterprises (FY 
1991 Appropriations Act Sec. 567): What 
portion of the funds will be available 
only for activities of economically and N/A 
socially disadvantaged enterprises, 
historically black colleges and 
universities, colleges and universities 
having a student body in which more than 
40 percent of the students are Hispanic 
Anericans, and private and voluntary 
organizations which are controlled by 
individuals who are black Americans, 
Hispanic Americans, or Native Americans, 
or who are economically or socially 
disadvantaged (including women)? 

12. Biological ~iversity (FAA Sec. 
119(g): Will the assistance: (a) support 
training and education efforts which 
improve the capacity of recipient 

N/A 

countries to prevent loss of biological 
diversity; (b) be provided under a 
long-term agreement in whiEh the recipient 
country agrees to protect ecosystems or 
other wildlife habitats; (c) support 
efforts to identify and survey ecosystems 
in recipient countries worthy of 
protection; or (2) by any direct or 
indirect means significantly degrade 
national parks or similar protected areas 
or introduce exotic plants or animals into 
such areas? 

13. Tropical Forests (FAA Sec. 118; 
FY 1991 Appropriations Act ssc. 533 ( c ) - ( e j  
& (9)): 

a. A.I.D. Regulation 16: Does 
the assistance conply with the 
environzental procedures set forth in 
A.I.D. Regulation 16? 

b, conservation: Does the ' 

assistance place a high priority on 
conservation and sustainable management of 
tropical forests? Specifically, does the 
assistance, to the fullest extent 

Yes 
. . ~- 



feasible: (1) stress the importance of 
conserving and sustainably managing forest 
resources; (2) support activities. which 
offer employment and income alternatives 
to those who otherwise would cause 
destruction and loss of forests, and help 
countries identify and implement 
alternatives to colonizing forested areas; 
(3) support training programs, educational 
efforts, and the establishment or 
strengthening of institutions to improve 
forest management; (4) help end 
destructive slash-and-burn agriculture by 
supporting stable and productive farming 
practices; (5) he13 conserve forests 
which have not yet been degraded by 
helping to increase production on lands 
already cleared or degraded; (6) conserve 
forested watersheds and rehabilitate those 
which have been deforested; (7) support 
training, research, and other actions 
which lead to sustainable and more 
environmentally sound practices for timber 
harvesting, removal, and processing; ( 8 )  
support research to expand knowledge of 
tropical forests and identify alternatives 
which will prevent forest destruction, 
loss, or degradation; (9) conserve 
biological diversity in forest areas by 
supporting efforts to ident-ify, establish, 
and maintain a representative network of 
protected tropical forest ecosystems on a 
worldwide basis, by making the 
establishment of protected areas a 
condition of support for activities 
involving forest clearance or degradation, 
and by heiping to identify tropical forest 
ecosysteas and species in need of 
protection and establish and maintain 
appropriate protected areas; (10) seek to 
increase the awareness of U.S. Government 
agencies and other donors of the immediatd 
and long-term value of tropical forests; 
(11) utilize the resources and abilities 
of all relevant U.S. government agencies; 
(12) be based upon careful analysis of the 
alternatives available to achieve the best 
sustainable use of the land; and (13) 
take full account of the environmental 
irpacts of the proposed activities on 
biclogical diversity? 



c. Forest degradation: Will 
assistance be used for: (1) the 
procurement or use of logging equipment, 
unless an environmental assessment 
indicates that all timber harvesting 
operations involved will be conducted in N/A 

an environmentally sound manner and that 
the proposed activity will produce 
positive economic benefits and sustainable 
forest management systems; (2) actions 
which will significantly degrade national 
parks or similar protected areas which 
contain tropical forests, or introduce 
exotic plants or animals into such areas; 

, ( 3 )  activities which would result in the 
conversion of forest lands to the rearing 
of livestock; (4) the construction, 
upgrading, or maintenance of roads 
(including temporary haul roads for 
logging or other extractive industries) 
which pass through relatively undergraded 
forest lands; (5) the colonization of 
forest lands; or (6) the construction of 
dans or other water control structures 
which flood relatively undergraded forest 
lands, unless with respect to each such 
activity an environmental assessment 
indicates that the activity will 
contribute significantly and directly to 
inproving the livelihood of the rural poor 
and will be conducted in a5 
environaentally sound manner which 
suFports sustainable development? 

d. Sustainable forestry: If 
assistance relates to tropical forests, 
w i l i  project assist countries in N/ A 
developing a systematic analysis of the 
appropriate use of their total tropical 
forest resources, with the goal of 
developing a national program for 
sustainable forestry? . 

e. Environmental impact 
statements: Will funds be made available 
in accordance with provisions of FAA 
Section 117(c) and applicable A.I.D. 
regulations requiring an environmental 
irpact statement for activities 
significantly affecting the environment? 



14. Energy (FY 1991 ~ppropriations 
Act Sec. 533(c)): If assistance relates 
to energy, will such assistance focus on: 
(a) end-use energy efficiency, least-cost Yes 
energy planning, and renewable energy 
resources, and (b) the key countries where 
assistance would have the greatest impact 
on reducing emissions from greenhouse 
gases? 

15. 6ub-Saharan Africa Assistance (a) Yes 
(FY 1991 Appropriations Act Sec. 562, 
adding a new FAA chapter 10 (FAA Sec. (b) Yes 
496)): If assistance will come from the 
Sub-Saharan Africa DA account, is it: (a) (c) Yes 
to be used to help the poor majority in 
Sub-Saharan Africa through a process of (dl N/A 
long-term development and economic growth 
that is equitable, participatory, (e) Yes 
environmentally sustainable, and 
self-reliant; (b) to be used to promote ( f )  N/A 
sustained economic growth, encourage 
private sector development, promote 
individual initiatives, and help to reduce 
the role of central governments in areas 
more appropriate for the private sector; 
(c) being provided in accordance with the 
policies contained in FAA section 102; 
(d) being provided in close consultation 
with African, United States and other PVOs 
that have demonstrated effectiveness in 
the promotion of local grassroots 
activities on behalf of long-term 
development in Sub-Saharan Africa; 
(e) being used to promote reform of 
sectoral economic policies, to support the 
critical sector priorities of agricultural 
production and natural resources, health, 
voluntary family planning services, 
education, and income generating 
opportunities, to bring about appropriate 
sectoral restructuring of the Sub-Saharan* 
African economies, to support reform in 
public administration and finances and to 
establish a favorable environment for 
individual enterprise and self-sustaining 
development, and to take into account, in 
assisted policy reforms, the need to 
protect vulnerable groups; (f) being used 
to increase agricultural production in 
ways that protect and restore the natural 
resource base, especially food production, 
to maintain and improve basic 
transportation and communication networks, 



to maintain and restore the renewable 
natural resource base in ways that 
increase agricultural production, to 
improve health conditions with special 
emphasis on meeting the health needs of 
mothers and children, including the 
establishment of self-sustaining primary 
health care systems that give priority to 
preventive care, to provide increased 
access to voluntary family planning 
services, to improve basic literacy and 
mathematics especially to those outside 
the. formal educational system and to 
-improve primary education, and to develop 
income-generating opportunities for the 
unemployed and underemployed in urban and 
rural areas? 

16. Debt-for-Hature Exchange (FAA 
Sec. 463): If project will finance a 
debt-for-nature exchange, describe how the 
exchange will support protection of: (a) 
the uorldls oceans and atmosphere, (b) 
animal and plant species, and (c) parks 
and reserves; or describe how the exchange 
xi11 promote: (d) natural resource 
management, (e) local conservation 
programs, (f) ccnservation training 
programs, (g) public commitment to 
conservation, (h) land and ecosystem 
management, and (i) regenerative 
approaches in farming, forestry, fishing, 
and watershed nanagement. 

17. Deobligation/Reobligation 
(FY 1991 ~ppropriations Act Sec. 515): If 
deob/reob authority is sought to be 
exercised in the provision of DA 
assistance, are the funds being obligated 
for the same general purpose, and for 
countries within the same region as 
originally obligated, and have the House 
and Senate Appropriations committees been 
prcperly notified? 

18. Loans 

a. Repayment capacity (FAA Sec. 
122(b)): Information and conclusion on 
capacity of the country to repay the loan 
at a reasonable rate of interest. 



b. Long-range plane (FAA SeC. 
122 (b) ) : Does the activity' give N/A 
reasonable promise of assisting long-range 
plans and programs designed to develop 
economic resources and increase productive 
capacities? 

c. Interest rate (FAA Sec. 
122(b)): If development loan is repayable 
in dollars, is interest rate at least 2 
percent per annum during a grace period 
vhich is not to exceed ten years, and at 

N/A 

least 3 percent per annum thereafter? 

d. Exports to United Btates 
(FRA Sec. 620(d)): If assistance is for 
any productive enterprise which will 
compete with U.S. enterprises, is there an 
agreement by the recipient country to N/ A 

prevent export to the U.S. of more than 20 
percent of the enterprise's annual 
production during the life of the loan, or 
has the requirement to enter into such an 
agreement been waived by the President 
because of a national security interest? 

19. Development objectives (FAA 
Secs. 102 (a), 111, 113, 281 (a) ) : Extent 
to which activity will: (1) effectively 
involve the poor in develaprnent, by 
expanding access to economy at local 
level, increasing labor-intensive 
production and the use of appropriate 
technology, spreading investment out from 
cities to small towns and rural areas, and 
insuring wide participation of the poor in 
the benefits of development on a sustained 
basis, using the appropriate U.S. 
institutions; (2) help develop 
cooperatives, especially by technical 
assistance, to assist rural and urban poor 
to help themselves toward better life, add 
otherwise encourage democratic private and 
local governmental institutions; (3) 
support the self-help efforts of 
developing countries; ( 4 )  promote the 
participation of women in the national 
economies of developing countries and the 
improvement of women's status; and ( 5 )  
utilize and encourage regional cooperation 
by developing countries? 

See B.6 above 



mothers and young children, using 
paramedical and auxiliary medical . 
personnel, clinics and health posts, 
com~ercial distribution systems, and other 
modes of community outreach. 

2 2 .  Education and Human Resource8 
Development (FAA Sec. 105): If  assistance 
is being made available for education, 
public administration, or human resource 
development, describe (a) extent to which 
activity strengthens nonformal education, 
makes formal education more relevant,' 
especially for rural families and urban 
poor, and strengthens management 
capability of institutions enabling the 
poor to participate in development; and 
(b) extent to which assistance provides 
advanced education and training of people 
of developing countries in such 
disciplines as are required for planning 
and implementation of public and private 
development activities. 

23. Energy, Private voluntary 
Organizations, and Selected Development 
Activities (FAA Sec. 106): If assistance 
is being made available for energy, 
private voluntary organii3tionsI and 
selected development problems, describe N/A 
extent to which activity is: 

a ,  concerned with data 
collection and analysis, the training of 
skilled personnel, research on and 
development of suitable energy sources, 
and pilot projects to test new methods of 
energy production; and facilitative of 
research on and development and use of 
small-scale, decentralized, renewable 
energy sources for rural areas, * 

enphasizing development of energy 
resources which are environmentally 
acceptable and require minimum capital 
investment; 

b. concerned with technical 
cooperation and development, especially 
with U.S. private and voluntary, or 
regional and international development, 
organizations; 



c. research into, and 
evaluation of, economic development 
processes and techniques; 

d. reconstruction after natural 
or manmade disaster and programs of 
disaster preparedness; 

e. for special development 
problems, and to enable proper utilization 
of infrastructure and related projects 
funded with earlier U.S. assistance; 

f .  for urban development, 
<specially small, labor-intensive 
enterprises, marketing systems for small 
producers, and financial or other 
institutions to help urban poor 
participate in economic and social 
development. 

24. Sahel Development (FAA Secs. 
120-21). If assistance is being made 
available for the Sahelian region, 
describe: (a) extent to which there 1s 
international coordination in planning and 
implementation; participation and support 
by African countries and organizations in 
determining development priorities; and a 
long-term, multidonor development plan 
which calls for equitable '6urden-sharing 
with other donors; (b) whether a 
determination has been made that the host 
government has an adequate system for 
accounting for and controlling receipt and 
expenditure of projects funds (dollars or 
local currency generated therefrom). 



C .  C R I T E R I A  A P P L I C A B L E  T O  ECONOMIC SUPPORT 
FUNDS ONLY 

1. ~conomic and Political atability 
(FAA Sec. 531 (a) ) : Will this assistance 
promote economic and political stability? 
To the maximum extent feasible, is this 
assistance consistent with the policy 
directions, purposes, and programs of Part 
I of the FAA? 

2. Military Purposes (FAA Sec. 
531(e)): Will this assistance be used for 
military or paramilitary purposes? 

3. commodity Grants/Separate 
Accounts (FAA Sec. 609): If commodities 
are to be granted so that sale proceeds 
will accrue to the recipient country, have 
Special Account (counterpart) arrangements 
been made? 

4. Generation and Use of Local 
currencies (FAA Sec. 531(d)): Will ESF 
funds made available for commodity import 
programs or other program assistance be 
used to generate local currencies? If so, 
will at least 50 percent of such local 
currencies be available to-support 
activities consistent with the objectives 
of FAA sections 103 through 106? 

5. Cash Transfer Requirements (FY 
1991 Appropriations Act, Title 11, under 
heading "Economic Support Fund," and Sec. 
575(b)). If assistance is in the form of 
a cash transfer: 

a. Separate account: Are all 
such cash payments to be maintained by the 
country in a separate account and not to 
be commingled with any other funds? 



b. Local curraaciarr Will all 
local currencies that may be generated 
with funds provided as a cash transfer to 
such a country also be deposited in a 
special account, and has A.I.D. entered 
into an agreement with that government 
setting forth the amount of the local 
currencies to be generated, the terms and 
conditions under which they are to be 
used, and the responsibilities of A.I.D. 
and that government to monitor and account 
'br. deposits and disbursements? 

c. U.B. Government urr o f  local  
currencies: Will all such local 
currencies also be used in accordance with 
FAA Section 609, which requires such local 
currencies to be made available to the 
U.S. government as the U.S. detennines 
necessary for the requirements of the U.S. 
Government, and which requires the 
remainder to be used for programs agreed 
to by the U.S. Government to carry out the 
purposes for which new funds authorized by 
the FMi would themselves be available? 

d. Congressional noticr: Has 
Congress received prior notification 
providing in detail how the funds will b. 
used, including the U.S. interests that 
will be served by the assistance, and, as 
appropriate, the economic policy reforms 
t??t will be promoted by the cash transfer 
a ,. ilstance? 




