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1 EXECUTIVE SUMMARY

Being a country in rapid development, Rwanda faces increasingly complex chal-
lenges. Economic growth averaged 7.9% since 2010. Off-farm jobs are being created at a
rate of 146,000 per year. Export growth has averaged 10.8%, finally reversing the trend
in the growth of the trade deficit and driven in part by a 75% reduction in the time it
takes for a container to reach the Port of Mombasa. However, improvements in data col-
lection and analysis indicate that the quality of jobs is equally important to their sheer
number, necessitating a focus on productivity, skills development, entrepreneurship fa-
cilitation and on-the-job training. In 2013, the rate of new firms being created was rela-
tively low and the policy focused on accelerating it with great success. Now there is a
need to focus on firm resilience, growth and productivity. Thus, the challenges identified
in 2013 have begun to be addressed and this strategy in 2017 is focusing on transfor-
mation. Notably, certain market failures such as a lack of access to information and inef-
ficient domestic markets are becoming more apparent and more challenging as the
economy grows in size and complexity. Therefore, this strategy supports the ecosystem
for private sector growth through regulatory reforms to address those market failures,
while promoting key value chains and anchor firms with catalytic potential in a targeted
manner.

While continuing the ongoing work started in the PSDS1, the PSDYES is therefore
informed by a different methodology. This approach — broadly known as the Value
Chain (VC) Approach — builds upon detailed analyses and policy work carried out in the
sector, drawing out best practices, learning from experience and setting out clear policy
principles for the strategy to follow. As always, the PSDYES is built upon consultations
with the private sector and a data-driven methodology utilizing various surveys carried
out to elicit deeper understanding of the nature of the constraints faced by the different
segments of the private sector in Rwanda.

The PSDYES centres on two key initiatives, which embody the spirit of value chain
promotion and cross-GOR coordination, namely the Growth Anchor Firm Initiative
(GAFI) and the Domestic Supplier Development Unit (DSDU). GAFI will be the single
unified umbrella for all support to the private sector targeting so-called Anchor Firms in
key value chains, supporting them across the board with technology upgrading support,
skills development, access to finance, trade facilitation and more. In return, these An-
chors will be required to actively support efforts to transfer knowledge and skills to
smaller players in their value chains and lift the chain’s overall productivity. To provide
support to the non-Anchors in those chains, the DSDU will sit at the centre of GAFI, sup-
porting large buyers to source from local suppliers as well as supporting the suppliers to
upgrade their capacity to meet the requirements of large firms. It is this promotion of
productive chains, over simply productive firms that heralds the break with previous
GOR policy and sets the tone for addressing the increasingly complex challenges that
Rwanda must overcome. For each priority VC, a detailed action plan will be developed,
key Anchors will be identified and partnership will be the defining feature of implemen-
tation.

Recognizing the key role GOR has to do in facilitating and enabling the private sec-
tor, the PSDYES encapsulates the VC approach with renewed focus to improve the
regulatory environment. Fourteen specific regulatory reforms have been identified in
the strategy for immediate implementation, covering access to finance, technology, con-
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tract enforcement, regional harmonization and the protection of intellectual property
rights. Each of these reforms have become necessary as the Rwandan economy grows
and becomes more complex and the need for a level playing field becomes ever-more
important. Most notably, however, the strategy sets up numerous avenues for the pri-
vate sector to provide continuous feedback to the government about new reforms need-
ed, including a feedback function on the Irembo Business Platform, weekly Investor Dia-
logue Days, quarterly Made in Rwanda Business Breakfasts, tax advisory councils, Sector
Skills Councils and more. This, together with improved internal coordination from GAFI
and DSDU, will make for a joined up and coherent approach to private sector develop-
ment.

Figure 1: PSDYES Results Chain

Impacts Economic transformation and a competitive private sector, starting with key value chains
Outcomes Productive jobs creation Increased value addition
Increased and diversified exports Dynamic and resilient firms
@ D N
< 4 4
"\ (" Pillar 1: Promoting Competitive Value Chains Pillar 3: An Ecosystem Approach to Increasing
Activities Made in Rwanda Exports
Pillar 2: Increasing firm-level productivity and Pillar 4: Streamlining Regulationand Access to
Y, enhancing diversification Information
[ Inouts ) Financial resources Human resources in key implementing
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A detailed M&E system is set out in Chapter 6, while Chapter 7 provides an over-
view of costs. The monitoring framework is broad, disaggregated by gender and youth
where relevant, and aligned to the national set of indicators included in the NST-1 moni-
toring framework. Implementation costs are estimated at RWF 242bn.

vi



2 INTRODUCTION

Private Sector Development and Youth Employment is a broad sector, covering every-
thing from international trade negotiations and investment promotion to local entrepreneur-
ship and skills development. Setting out a strategy to guide GOR’s actions during the imple-
mentation of the National Strategy for Transformation 1 (NST-1) is therefore naturally an
ambitious endeavour, full of big picture thinking. It involves the concerted efforts of a range of
stakeholders, most notably the private sector itself, which has to be part and parcel of the
strategy from Day 1. The previous Private Sector Development Strategy from 2013 has made
tremendous achievements, not least by reversing the trade deficit’s persistent growth trend in
2016 and accelerating off-farm job creation from 90,000 to almost 150,000 per year, while
sustaining industrial growth averaging 10% since 20101. The present strategy therefore
builds upon clear achievements, keeps it eye on the overall objectives and continues a strong
tradition of competent interventions.

The imperative to develop a competitive private sector remains urgent, however, and
central to achieving Rwanda’s ambitious development agenda. Being small and land-
locked, without significant natural resources, yet firmly committed to an open market econo-
my and participation in global trade, Rwanda faces heavy competitive pressures from the re-
gion and beyond. Rwanda therefore has no choice but to develop a vibrant and competitive
productive sector to generate sufficient exports and jobs for the population. With 39% of the
population still living in poverty and 69% still primarily engaged in agriculture?, there is an
urgent need to bring about inclusive economic transformation, focusing on creating produc-
tive jobs for the slightly over 200,0003 young Rwandans entering the labour force every year.

The Government of Rwanda recognizes that the rapid rate at which its population is growing
and the consequent curtailing the country’s socioeconomic progress and attainment of Vision
2020. Rwanda’s population is very youthful with 40.1 percent being under age 15; 20 percent
between 15 and 24, and 68.7 below age 30 in 2015. The high dependency burden poses a
challenge to economic growth, due to the high costs to the nation and households of essential
needs for children, including education and health services. It also impedes the ability of the
nation and households to save — an important factor that would increase investments and
provide an impetus to accelerated economic growth. Transformation in the age structure
could enable accelerated economic growth through the demographic dividend, whose magni-
tude can be enhanced through concurrent investments in education, health, and job creation.
Interventions to unlock youth potential and harness the demographic dividend are cross sec-
torial and involve health, education and employment sectors, among others. To enhance youth
employment; priority will focus on:

Fully operationalize the Labour Market Information System to link the various stake-
holders involved in skill development and job creation including the education sector, job
market and job seekers; Promotion of workplace readiness programmes including intern-
ship, mentorship and on-job training Programme; Invest in production, value addition and
agro-processing to create quality jobs through sectoral linkages as articulated in the crop
intensification programme; Enhance agricultural production and profitability by promot-
ing irrigation, increased use of fertilizers, mechanization of agricultural practices, and secur-
ing of access to high-value markets for smallholder farmers; Provide opportunities for
greater involvement of youth in entrepreneurship and job creation, including optimiza-

1 BNR BOP accounts; NISR, EICV and National Accounts.
2NISR, EICV 4, 2013/14.
3 OECD, 2017 African Economic Outlook



tion of the empowering role of information technology; Address the infrastructure limita-
tions that hamper economic productivity and growth of the private sector including investing
in consistent and sustainable energy generation and distribution, building roads and railways
to link production zones to markets, and investments in technology to improve productivity;
Promote small and medium sized enterprises by facilitating establishment of cooperative
societies; more access to capital; training and capacity building and exploration of lucrative
markets; Diversify the economy by reducing dependence on the agricultural sector and
enhancing value-addition and manufacturing to take advantage of international bilateral
trade opportunities, and the recently launched “Made in Rwanda” initiative.

Rwanda has a strong track record of achieving ambitious targets, notably sustained
economic growth accompanied by value-addition and job creation. Building on this lega-
cy, but seeking to surmount it, this present strategy sets out a new ambitious approach to pri-
vate sector development and competitiveness improvements, namely a Value-Chain (VC)
Approach, based on holistic intervention design and strong collaboration across its four pil-
lars. This VC Approach represents a novel policy innovation in the history of Rwandan devel-
opment policy, aiming at addressing specific constraints for each targeted VC in a concerted
and inclusive manner. Focusing on value chains rather than individual firms or sectors also
allows for a deeper appreciation of the interlinkages and interdependencies that exist be-
tween private sector players, which ultimately has significant influence on the overall compet-
itiveness of a final goods and services — and the economy as a whole. This radical shift is ex-
plained in detail throughout this Strategy, starting with a detailed explanation of the current
situation and common constraints, before delving into the methodology used to develop the
VC Action Plans found in the annexes.

24 programmes across four main pillars have been developed to address cross-cutting
constraints through the VC lens. Commonly known constraints such as access to and cost of
finance and access to skills have been approached with a fundamentally different mind-set,
targeting VCs instead of trying to cover the entire private sector through a well-meaning but
inevitably diluted scatter-gun approach. The key to the success of this current strategy lies
exactly in its break with previous generic interventions which had a cross-cutting focus. The
first pillar focused on promoting the links that bind value chain players together and transfer
knowledge and skills between them, while the second pillar unpacks the intra-firm con-
straints to productivity, looking at skills, innovation, technology and entrepreneurship. The
third pillar zeros in on the export challenge in recognition of the urgent national priority to
improve the trade balance, while the fourth and final pillar focuses on improving the regulato-
ry environment and the ease of accessing information and government services as a business
operator in Rwanda. Many of the 24 programmes are not new, but updated versions of exist-
ing programmes and successful pilots that may be scaled nationally. Examples include the Ki-
gali Innovation City Model, the Kicukiro SME Park and the Rwanda Institute of Clothing and
Design. All were policy innovations that were implemented during the EDPRS2 and achieved
results, hence why they are now being rolled out nationally or scaled up to include more sec-
tors.

The Made in Rwanda Mind-set is evident on every page. Made in Rwanda represents a
cross-GOR commitment to improving the competitive environment, through concerted efforts
to increase demand for and boost the production of high-quality, durable, safe Rwandan-made
products and services that are competitive both domestically and in export markets. While
the MIR Policy sets out a number of guiding principles and concepts to guide stakeholders,
this present strategy takes these principles and translates them into ready-to-implement sec-
tor-specific action plans and the 24 key programmes.



As the true experts in their value chains, the voice of the private sector is key to the
success of this strategy. This strategy was developed on the basis of in-depth consultations
with various private sector forums, including consultations held on topics such as youth, en-
trepreneurs, skills, Made in Rwanda, contract enforcements and more. The preparation of the
individual sector-specific VC Action Plans features even more in-depth and repeated consulta-
tions with all VC players, to truly appreciate the sector-specific nature of constraints faced by
players along the chain. Implementation of the Strategy will continue in the same manner,
with VC-specific PPD Platforms to be set up for each VC chaired by the private sector and with
key access to senior policy makers. Furthermore, for each VC at least one Anchor Firm will be
identified, ideally a large buyer, who be a key stakeholder in the success of several of the 24
programmes set out, including access to value chain finance, VC skills development, technolo-
gy upgrades and entrepreneurship promotion.

Within GOR a long list of stakeholders must also come together for the successful im-
plementation of this strategy. These include MINICOM, RDB, MINECOFIN, WDA, CESB,
MINIYOUTH, RSB, NIRDA and RRA, complemented by the implementation of other sector
strategies from MINECOFIN, MINIJUST, MINAGRI, MINEDUC and MININFRA. Such broad polit-
ical and institutional coordination is evidence to the strong institutional environment found in
Rwanda, upon which, together with a close partnership with the private sector itself, future
private sector development in Rwanda will be achieved.



3 OVERVIEW OF THE PSDYE SECTOR AND SUB-SECTORS

This section gives an overview of the current status and trends in the Rwandan economy and
highlights the main macroeconomic challenges that this Strategy sets out to address.

3.1 Sector Achievements and Challenges

In the final year of the EDPRS II, the Rwandan economy has achieved tremendous re-
sults. Between 2013 and 2016, the economy expanded by more than 20%, over 600,000 jobs
were added to the economy, and exports increased by almost 25%¢. Temporary international
commodity price volatility was weathered and several key flagship initiatives have com-
menced, which, together with continued strong institutional performance, has firmly put
Rwanda on the regional and global map, including the Kigali Convention Centre and the Kigali
Logistics Platform. Rwanda is again the 2nd best performer in Africa in the World Bank’s 2017
Doing Business Indicators and also 2" in Africa in the World Economic Forum’s 2017-18
Global Competitiveness Report.

3.1.1 Sector Status for key indicators
Table 1: PSDS Indicators Status at the end of FY 2016/17. Source: PSDYE JSR Report

Export Growth Exports to GDP (%) 14.6% 16%°
Non-traditional share ~ 56% 59.9%*
of exports (%)

Private Investment and FDI to GDP (%) 2.3% 4.1%*

financing
Private Invest- 10% 13.3%*
ment/GDP

Entrepreneurship and New SMEs registered 9,000 13,610*

business development

Off-farm employment Off-farm jobs created 90,000 (2005- 150,000 (2011-2014
per year 2011 average) average)

Infrastructure for growth  Ha. of serviced land Oha 278 ha*s

and exports

Credit to private sector Credit to SMEs share of 1.4%6 7.8%*

expanded GDP (%)

3.1.2 The Economic Backdrop to PSDYES

Despite sustained economic growth at an average 7.9% since 2010, the sectoral compo-
sition of the Rwandan economy remains largely unchanged. Agriculture makes up just

4 NISR, National Accounts and EICV Surveys; BNR Trade statistics

5 Ha. of serviced land: 278 ha in SEZ fully serviced, while 100ha in BIP is serviced at 37% and 80ha in Rwamagana IP is
serviced at 5%

6 This figure only includes MFI and SACCO credit, since commercial bank credit breakdowns are not available for 2012.
The actual baseline may therefore be higher.
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under 30% of the economy, while industry and services make up 17% and 48% respectively.
However, it is evident that the Rwandan population is shifting away from agriculture into ser-
vices in particular: Even if just under 70% of the working population remains primarily occu-
pied in agriculture, this is down from 89% in 2000.

Figure 2: Sectoral contribution to GDP and primary occupation of population, 2010-2016. Source: NISR,
National Accounts and EICV.
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The industrial sector did achieve an average 10.3% growth since 2010, ahead of overall
economic growth. Thus, even if starting from a low base, industry’s share of GDP is growing
and is on track to reach 19% of GDP by 2020, with a high chance that the 20% target from Vi-
sion 2020 will be achieved if all ongoing interventions and private investments are imple-
mented and growth is accelerated. The composition of industrial growth, however, has been
more volatile, due especially to significant fluctuations in international mineral prices:
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Figure 3: Industrial growth rates 2010-2016. Source: NISR, national accounts

Rwanda suffers from a chronic trade deficit, driven primarily by a large deficit on the
formal goods trade. This deficit was growing steadily for over a decade, however, a reversal
is finally evident with a 5.9% reduction in 2016 and a further 25.6% in the first half of 2017,
as imports declined and exports grew?’. Thus, the total trade deficit reduced from 23% of GDP
in 2015/16 to 16% in 2016/178. This is very positive developments and indication that GOR’s
sustained efforts are bearing fruit. Even so, the continued trade deficit remains a substantial
risk to macroeconomic stability and reducing it, through domestic market recapturing from
imports and increased exports, remains a key priority in the short-to-medium term.

Table 2: Rwandan trade performance 2011-2016, USD million. Source: BNR, special trade methodology.

Goods imports 1,891 2199 2247 2,387 2,320 2,248 29%
Services Imports?® 530 425 472 517 886 958 10.4%
Informal imports 24 24 15 19 22 32 4.9%
Total Imports 2445 2,648 2734 2923 3,228 3,238 4.8%
Formal goods exports 3873 4689 5746 598.9 558.5 599.3 7.5%
Services exportsto 356 354 386 401 58711 597 9.0%
Informal exports 55.09 714 1019 1107 1075 100.5 10.5%
Total Exports 798.19 894 10626 1110.2 1253.2 1296.7 8.4%
Trade Balance -1,647 -1754 -1671 -1,813 -1,975 -1,941 2.8%

" BNR, February and August 2017 Monetary Policy and Financial Stability Statements
8 NISR, National Accounts

9 Excludes Government services and PKO

10 Excludes Government services and PKO

11 Revised up from $453m to $587m
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Service export data from 2016 is preliminary. Note that services exports for 2015 have been adjusted upwards com-
pared to previously available information, indicating 12% overall growth in exports for that year, instead of 1%.

Source: BNR, specialised trade methodology.

The composition of Rwandan exports, however, has improved significantly. Growth has
come from increases in service exports, informal exports and re-exports, while traditional and
other goods exports have remained largely unchanged. Mining, tea and coffee have all experi-
enced global price volatility since 2013, putting strain on the balance of payments. Therefore,
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continued diversification away from
commodity-based exports towards
value-added products and services is
another key priority for the strategy,
to reduce Rwanda’s vulnerability to
external trade shocks.

Registered investments have per-
formed well, coming in above tar-
gets throughout EDPRS II. Even so,
and despite the fact that in absolute
amounts  registered investments
reached $1.3bn in 2015/16, a large
share of this comes from a handful of
single investments, including $245m
from three infrastructure investments
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and $100m from one education project. Similar to the exports structure therefore, there is a
need to diversify investment inflows to reduce the volatility and vulnerability of investments
registered at any given time.

Figure 5: Actual and targeted registered investment as share of GDP. Source: RDB

vico
Small L
Medium

Large

0 25 50 75 100 125 150
m2011 m2014 Thousands

Figure 6: Number of establishments in Rwanda by size, 2011-2014. Size categories are defined as: Micro (1-3 em-
ployees), Small (4-30), Medium (31-100) and Large (100+). Source: NISR, Establishment Census.

The Rwandan private sector remains dominated by micro-establishments!2, with some
small and very few medium-sized or large ones, and suffers from a lack of dynamism.
The informal sector still accounts for 95% of firms even if 1,000 new formal firms emerged
between 2011 and 201413, This structure is common for low income countries, where the vast
majority of firm populations consist of informal, one-person firms with limited dynamism. In
Rwanda, a recent study*4 found that only 35% of firms survive three years, and that a further
70% of these never grow beyond self-employment, meaning that as little as 10% of firms
manage to add jobs beyond the owner. The study also found that 68% of the observed job cre-
ation since 2011 came from an increase in the number of firms!5, rather than firm growth. Job
creation is highest in areas with good access to markets (higher population density) or where
the climatic conditions are favourable. This is the case even for off-farm employment, indicat-
ing that the secondary and tertiary sectors of the Rwandan economy are still intractably
linked to agriculture. This is an important insight that guides the selection of value chains in
this strategy. Furthermore, the majority of net job creation (i.e. beyond the churning of firms
exiting and entering) stem from one-person firms becoming 2-3 person-firms, while firms
with 5-50 employees actually shed jobs between 2011 and 2014. Crudely, the firms most like-
ly to grow are young, formal enterprises in Kigali in service sectors, run by men with some
post-primary education. It would therefore appear that there are significant structural barri-
ers to growth especially for female business-owners, entrepreneurs outside Kigali and those
operating in non-service sectors.

Just over 200,000 people enter the Rwandan labour market every year!é, creating both
challenges and opportunities. Creating jobs for that many people is no small feat, but uti-
lised well, such a relatively large labour force increase may translate into a significant demo-
graphic dividend for the country, reducing dependency ratios and easing pressures on public

12 Note that there are many different types of establishments captured in this term; including limited companies, sole
traderships and cooperatives. The terms ‘firm’, ‘enterprise’ and ‘company’ are used interchangeably throughout this
document and includes all forms of for-profit private establishments, including cooperatives.

13 Establishment Census 2014.

14 World Bank, 2016, Which firms grow? Evidence from a matched firm database in Rwanda.

15 For every firm exiting the economy, the study found that 1.37 firms enter.

16 OECD, African Economic Outlook 2017.



services through concurrent investments in education, health, and job creation. The crucial
factor is whether this youth bulge is sufficiently skilled and engaged in productive activities,
or whether they linger idle and underemployed, creating social tensions and discontentment.
Creating productive jobs is therefore the second central challenge for Rwanda, after promot-
ing exports. The median income from Rwandans’ main employment is a mere 31,300 RWF per
month ($37) and the composite rate of labour underutilisation is 60.3%?%7, while average out-
put per worker is just shy of 1 million RWF per year ($1,120). Significant improvements on
these indicators will be necessary to reach the Vision 2050 goal of a high quality of life for all.

Accelerating inclusive economic growth that creates enough decent jobs for the growing
youthful working age population is central to optimizing Rwanda’s chances of harnessing the
demographic dividend and achieving its long-term development aspirations. Although the
economy has grown steadily over the past two decades or so, more needs to be done in the
short term to reinforce fiscal discipline and create a conducive and attractive business envi-
ronment, which will be key to enhance productivity of businesses and purchasing power of
the population. In the medium to long term, efforts should focus on diversifying the economic
base, expanding and strengthening the effectiveness of the private sector, improving the eco-
nomic infrastructure (including energy, transport and communication), and addressing the
shortage of high-level skills. These economic reforms will enhance economic productivity and
attract foreign direct investment that is needed to propel sustainable growth in the long term.
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Figure 7: Output per worker 2014, million RWF. Source: NISR, National Accounts and EICV4.

In summary, there are three key priority objectives to be achieved, in order to reach the
Vision 2020 objective of economic transformation and to set the country on a path to achieve
the bold aspirations of the reaching high-income status and high quality of life for all Rwan-
dans by 2050. Firstly, there is a need to reverse the trade deficit. While reduction has been
achieved since 2015, this has largely been driven by a reduction in imports, while export
growth continues to be lacklustre. Growing exports is therefore the first main priority of this
strategy. Secondly, the jobs challenge remains central. Not only is there a lack of job opportu-
nities for young Rwandans, but significant shares of those that do exist are not productive.
Creating decent, productive off-farm jobs is therefore the second main priority of this strate-
gy. Finally, the Rwandan economy remains heavily dependent on agriculture, including for
growth in non-agricultural sectors. In order to achieve the kind of growth that will create ex-

172016 LFS Pilot.



ports and productive job creation, it will be necessary to promote structural transformation,
whereby industry and high-end services take up increasingly larger shares of the economy
and workforce.

3.1.3 Common Constraints to Private Sector Development at the end of EDPRS Il

The PSDS | (2013-2018) identified 7 major constraints to be addressed during the
course of EDPRS Il. Some of these constraints are deeply structural in nature, and while pro-
gress has been noted, they continue to dampen private sector development in 2017. Other
constraints, notably the observed low level of entrepreneurship observed in 2013, have abat-
ed, whereby recent years have seen a large increase in the number of firms entering the pri-
vate sector. However, the dynamism of these firms is limited and a new angle is therefore
necessary for promoting entrepreneurship, i.e. one that emphasizes growth and productivity
over crude firm creation. This section highlights the constraints faced by the private sector in
2017.

3.1.3.1 Access to Finance

As is the case in most developing countries, firms in Rwanda struggle to mobilise fi-
nance for their operations. This is evident across all sectors and all company sizes, except
for the very largest. The Rwandan financial sector is dominated by commercial banks, all of
whom require more than 100% finance value in collateral. The prime interest rate remains
stubbornly high at 16-18%, making access to finance untenable for all but the most lucrative
ventures. 40% of firms report that access to affordable finance is a problem for their opera-
tions!8, making access to finance the number one constraint to private sector development in
Rwanda, similar to what was the case in 2013. While a part of this challenge is caused by the
low capacity of Rwandan firms to design bankable projects, challenges also exist within the
financial sector to understand and mitigate the specific risk factors of individual economics
sectors. As such, domestic credit to e.g. mining and quarrying does not reflect the potential of
the sector at a mere RWF 1.4bn in December 20162°. As a result, almost two-thirds of com-
mercial banking credit is extended to real estate and hospitality sectors, especially mortgages
and housing, and there is a need to channel more credit to key export sectors such as manu-
facturing, agriculture and professional services.

Financial product diversity is also limited in Rwanda and access to investment capital is
equally as scarce as access to working capital products and insurance. A narrow range of
finance availability adds another layer to the access to finance constraint, whereby one third
of firms’ struggle to operate their facilities at full capacity due to working capital constraints20
and frequently face existential risks from adverse events due to the lack of insurance. Firms
looking to export need to obtain letters of credit which can also be challenging to obtain, while
receiving international payments cost as much as 5-20% in fees and currency exchange loss-
es?l, Together, the general underdevelopment of the financial sector creates multifaceted con-
straints to the Rwandan private sector.

While financial sector development is not directly within the scope of the PSDYE sector,
several programmes in this strategy do work to address this issue. Investment promo-
tion in financial services is one such key intervention supported by key regulatory reforms in

18 2015 Integrated Business and Enterprise Survey (IBES), NISR.

19 BNR, Monetary Policy and Financial Stability Statement, February 2017

20 |BES, 2015

2L Data from www.remittanceprices.worldbank.org receiving money from Canada and the UK. This database does not
consider bank to bank transfers, but only money transfer firms. However, the prevalence and prices charged by these
firms illustrate that banks are no serious competition for international transfers.
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section O, while the factoring platform in section 5.1.3 specifically seeks to diversify the range
of financial products available in Rwanda.

3.1.3.2 Access to Skills

Overall labour force productivity is low in Rwanda. Wages in non-primary sectors appear
competitive at face value around $40/month (31,300 RWF)22, however, almost 20% of firms
report access to skills being a constraint to their business?3. This is largely driven by relatively
low educational attainments, where only 31% of adults aged 25 and above have at least com-
pleted primary education while another 30% are fully illiterate. This figure does improve for
the younger generations, whereby amongst youth aged 15-24 only 15% are classified as illit-
erate, a number that is expected to go down further still in the coming years and decades.
However, high-quality data on labour productivity in Rwanda is not readily available at the
moment, adding to the challenge of monitoring and addressing the issue.

GOR through WDA and NEP has been targeting skills development, especially through
TVET provision. Some success is evident; however, training programmes have faced signifi-
cant challenges finding suitable apprenticeship programmes for their students. So far, the pri-
vate sector has not responded with much enthusiasm, which has limited the ability of pro-
grammes to deliver their courses, which rely heavily on on-the-job training in line with inter-
national best practice. Furthermore, several of the priority VCs rely heavily on soft skills and
language skills, especially tourism and hospitality sectors. Developing these skills will be a key
requirement going forward.

The PSDYES continues the sector’s focus on skills development and entrepreneurship,
through NEP, innovation promotion and technological upgrading. NEP remains a central
PSDYE programme as described in section 5.2.1, while specific attention is given to the pro-
cess of improving technology absorption capacity, innovation promotion and high-growth en-
trepreneurship, targeted in section 5.2.2.

3.1.3.3 Enforcing small business contracts

A September 2016 MINICOM consultation covering 20 districts across all provinces
found that a major constraint to especially small businesses is the inability to enforce
business contracts. This is a result of the widespread informality and verbal nature of pri-
vate sector relations in Rwanda, as well as the practical challenges involved with taking any
action against contracting parties reneging on agreements, a constraint in particular felt by
female business owners. Consumer protection regulations in Rwanda do not cover business-
to-business sales (B2B). Conflicts were found to be prevalent in situations where the business
relation is characterized by asymmetrical power relations, i.e. a small buyer has little recourse
against a big supplier delivering faulty goods, or a small suppler has little recourse against a
big buyer refusing to pay.

A key regulatory reform measure proposed in section 5.4.2 therefore specifically ad-
dresses this issue. Through a combination of an amendment to the Internal Trade Law clear-
ly specifying implied contract terms that parties have to adhere to, the commercial small
claims courts being established by MINIJUST and a national awareness campaign, the ability
to enforce contracts will dramatically improve for small and informal businesses.

22 2016 Labour Force Survey pilot, NISR.
23 2015 Integrated Business and Enterprise Survey (IBES), NISR.
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3.1.3.4 High cost of trade and regulatory compliance

At an average $3,633 per container from Mombasa to Kigali, Rwanda remains one of
the most expensive places for a container to reach?4. This has serious negative conse-
quences for the competitiveness of the Rwandan economy. Prices have remained stubbornly
high, only reducing 28% since 2013, despite a 72% reduction in the time it takes to reach Ki-
gali. Bringing down the time and cost of trading has been a priority for Rwanda and the EAC
since the inception of the Northern Corridor Integration Projects in 2013, one key of which is
the Single Customs Territory (SCT), which is credited with the reduction in the time to trade,
even if the cost remains high.

At an estimated 3.1% of GDP, the cost of complying with regulatory requirements also
remains high25. This cost does not cover taxes paid, but rather the efforts and hours spent on
complying with paper work, approvals, permits and the like. Such costs are pure inefficiencies
in economic terms, meaning that the effort spend does not yield a return. Reducing the cost of
compliance as well as search costs is therefore necessary to promote private sector develop-
ment.

Sections 5.3.3 and O address the cost of trade compliance, while sections 5.2.2 and 5.4.1
focus on making information about requirements more accessible to the private sector.
Key initiatives include the Irembo Business Platform for government services and information
portals as well as advisory desks in key public institutions that entrepreneurs may approach
for advice. The ambitious reform agenda under the WTO Trade Facilitation Agreement is ex-
pected to reduce the cost of trading by as much 23% for LDCs and African countries, as de-
tailed in section 5.3.3.

3.1.3.5 Insufficient access to and quality of Infrastructure

Similar to most developing countries, Rwanda faces an infrastructure gap, hindering its
economic transformation. This is despite heavy public investments and key achievements
over the past two decades in bringing access to affordable electricity, water, sewage and in-
ternet to the entire country. Even so, the 2015 IBES still found that 31.5%, 33% and 34.6% of
firms find that access to electricity, water and internet is a challenge to their operations, re-
spectively. This is particularly the case for larger firms in manufacturing and high-end service
sectors for whom high-quality connectivity is paramount.

In general, access to readily available, serviced land is a major constraint, often raised
as one of the biggest challenge by foreign investors looking to set up operations in
Rwanda. The Special Economic Zone programme is intended to address this constraint and as
soon as the parks are fully developed, it is expected that access to serviced land will feature
less prominently in future surveys. Other infrastructure that is currently lacking is improved
trade and logistics facilities as well as ready factory shells for investors to move into.

3.1.3.6 Internal market inefficiencies, both for raw materials and for final products

Domestic markets in Rwanda are characterized by low levels of overall efficiencies.
This is evident from consistently high spatial price differentials across the country. Recent re-
search26 indicates that for most agricultural and horticultural produce prices may be up to
70% above or below the national average in any given location, due to fluctuations in supply,
seasonality, inefficient logistics and inappropriate handling practices. Such price and quality
fluctuations in turn make sourcing steady supplies of raw materials a major challenge, partic-

24 Measuring the Social and Economic Impact of NCIP Projects on Rwanda. Vanguard Economics, 2017.
25 Christensen, 2016. Red Tape Assessment, Free State, South Africa.

%6 vanguard Economics Databank, accessed August 2017.
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ularly for agro-processing, and has significant cost implications for farmers and cooperatives
struggling to sell their products. Overall capacity utilization remains low at 63.1%, driven
largely by lack of access to buyers (64.2%), unreliable supply of inputs (42%) and lack of
working capital (33.3%). There is significant sectorial variation, however, with the manufac-
turing sector utilizing on average 64.7% of their installed capacity, while wholesale and retail
trade and construction use 28.5% and 70%, respectively.
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Figure 8: Median cabbage retail prices throughout 2016, as share of average price. E.g. in Nyabihu district
cabbage prices are more than 60% lower than the national average, while in Kigali they are over 70% above
the national average. Similar patterns are observed across more than 70 agricultural and horticultural prod-
ucts. Source: Vanguard Economics; based on e-soko data.

The Value Chain Approach and methodology deployed in this strategy is targeted spe-
cifically at this issue. By specifically focusing on the linkages between producers and buyers
through GAFI and DSDU, investments in logistics and commercial infrastructure as well as the
VC specific action plans, the PSDYES focuses heavily increasing the efficiency of markets to
promote competitive value chains.

3.1.3.7 Access to and cost of standards and technology

Selling in export markets requires standard certification and reliable quality. Standards
are a way for firms to demonstrate the quality, safety and durability of their products, which
is challenging for small firms to demonstrate. While GOR subsidizes access to final certifica-
tion through RSB, the majority of the challenge lies in getting ready for certification which is a
lengthy and costly process, often involving serious upgrades to production processes and
technology. Even acquiring knowledge about standards requirements and the process of ob-
taining them is a barrier for firms, and one that is exacerbated by the lack of access to afforda-
ble finance described above. Lack of access to standards is again further amplified by lack of
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knowledge of and access to proper packaging materials and marketing skills (34.8% of
firms27).

Technology itself is a broad and often misunderstood term. While of course covering
equipment and tools, technology also refers to the intangible processes, practices and stand-
ard operating procedures used by firms as they deliver on their contracts. It is therefore close-
ly linked with skills and training, and access to finance, and thus a key driver of productivity
and profitability. A more skilled technician will have more knowledge about efficient process-
es utilizing different kinds of equipment, thus reducing waste and maximizing outputs. Low
technology usage means that companies waste inputs and do not utilize their capacity to the
fullest, driving up unit costs and puts unnecessary strain on the Rwandan environment.

While relatively little data is available about the average productivity of Rwandan
firms, 32% of firms report that access to tools and machinery is a challenge28. However,
access to technology is a constraint that is hard to measure using self-reported data — after all,
a manager may not know what technology is available, nor know that the company’s current
operating procedures are ineffective. The experience from Rwanda Resource Efficiency and
Cleaner Production Centre (RRECPC), however, would suggest that low levels of technology is
a major constraint to the overall competitiveness of the Rwandan economy — during 2009-
2015 the Centre has helped generate more than $2m in direct cost savings by supporting
firms to adopt technology aimed particularly at reducing resource wastage. The potential for
scaling up is enormous since within-firm R&D and innovation is near zero in the Rwandan
private sector?°.

This strategy focuses on improving competitiveness and productivity, for which tech-
nology and innovation is crucial. Sections 5.1.5, 5.2.1, 5.2.2 and 5.3.4 all work to address the
different aspects of this constraint, including skills, entrepreneurships, technology upgrade
support and demonstration effects, investment promotion and innovation facilitation.

3.2 Policy Context

Private sector development has been on GOR’s agenda for a long time. The NST-1 and
Visions 2020 and 2050 further provide clear frames of reference for the overall direction of
the country, while well-developed thematic policy areas provide guidance on specific subject
matters so as to ensure coherency and alignment across GOR. This section gives a summary of
the vision and policy guidance set out by GOR to address the challenges identified above and
achieve the structural transformation required for achieving overall prosperity.

3.2.1 National, Regional and International Policy Priorities

Rwanda’s current flagship policy document is the Vision 2020, which aims to achieve middle-
income status by 2020 through economic transformation from an agrarian to a high-
productivity knowledge-based economy. This has been the guiding vision for all development
policy since its adoption in 2000, emphasizing private-sector-led development, good govern-
ance, human resource development, big investments in infrastructure and a strong commit-
ment to regional integration. A number of key cross-cutting areas are set out from the onset to
be mainstreamed, including gender equality, environmental protection and sustainable natu-
ral resource management, and science, technology and ICT.

In order to implement the Vision 2020, GOR has prepared medium-term strategic implemen-
tation plans, the so-called Economic Development and Poverty Reduction Strategies
(EDPRSSs). Implementation of the EDPRS Il is coming to a close in 2017/18, and this present

27 |BES, 2015
2 |bid.
29 2016 Science, Technology and Innovation Policy Review, UNCTAD
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document is the PSDYE Sector Strategy feeds into the next plan, renamed as National Strate-
gy for Transformation 1 (NST-1) and aligned with the Seven-Year Government Pro-
gramme. The EDPRS Il focused on economic transformation, rural development, productivity
and youth employment and accountable governance. The new NST-1 continues to focus on
transformation in economic, social and governance areas. Annex 8.2 provides a summary of
how the PSDYES is aligned with and supports the implementation of the NST-1.

Looking further into the future, Vision 2050 provides policy guidance on the long-term de-
velopment vision of Rwanda. Always ambitious, GOR aims to be a high-income country by
2050, with high standards of living for all its citizens. Targeting a knowledge-based and pro-
ductive economy, GOR envisions a country where there is universal access to high-quality
public services, a competitive and innovation-driven private sector and smart and eco-
friendly urbanization, all underpinned by strong Rwandan values of self-determination, unity,
equity and accountability. The private sector is expected to be the engine of growth to achieve
this transformation and the present strategy is therefore a central piece to achieving the Vi-
sion 2050 goals.

Finally, there are a number of regional and international policy documents which GOR has
committed to mainstreaming in its development interventions. These include the EAC Vision
2050; the AU Agenda 2063 and the UN Sustainable Development Goals (SDGs). The EAC
Vision 2050 aims to propel the region to upper-middle income status by 2050, through sus-
tained investments in infrastructure, agriculture and rural development, industrialization and
value addition and increased social and political cohesion and cooperation. The AU Agenda
2063 takes a continental view, emphasizing politically and culturally inclusivity on the path to
achieving economic prosperity and focusing on implementing a select few flagship initiatives
by 2023, including the continental free trade agreement (CFTA); high-speed connectivity; val-
ue addition to commodities; continental peace and stability; and financial development. Last-
ly, the global SDGs target the total eradication of extreme poverty and malnutrition by 2030,
together with promoting decent work and economic growth for all (SDG 8) and industrializa-
tion through innovation and infrastructure development (SDG 9). Rwanda has ratified all the
above documents as they are finalized, and this present strategy therefore also ensures
alignment with the country’s global commitments.

3.2.2 Sector Policy and Stakeholders

Private Sector Development and Youth Employment is a broad sector. There are a range
of actors and policies that the PSDYES needs to take into account. The most important stake-
holder of course is the private sector itself, being the engine of growth to drive Rwanda to-
wards middle-income status and beyond.

The Private Sector Development Strategy 1 (PSDS1) Implementation Plan (2013-18)
had 18 projects under five pillars to be implemented by the end of 2017/18. These are: 1) Ex-
ports Development, 2) Investment Promotion, 3) Infrastructure for Growth, 4) Entrepreneur-
ship and 5) Institutional Capacity Building. By the end of FY 2016/17, four projects had al-
ready been completed, 11 were ongoing while four were yet to commence (one of which have
been overtaken by events). Additionally, several projects were never included on the imple-
mentation plan and have subsequently not been implemented. This include important unfin-
ished business such as reform of the insolvency process and leveraging supplier linkages to
generate backwards linkages from key investment projects. Ownership across the various im-
plementing institutions has generally been positive, however some challenges have still been
encountered. These include lack of budgets; delays during procurement and regulatory de-
lays, especially for infrastructure projects; and projects being overtaken by events. Wherever
relevant, this current strategy picks up upon this unfinished business and incorporates it to
enhance accountability. Annex 8.1 provides details of the current status of PSDS implementa-
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tion as of end of FY2016/17, as well as specific challenges encountered for each project and
catch-up plans to ensure their successful implementation.

Figure 9: Institutional Overview of the PSDYE Sector
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The PSDYE Sector Working Group remains the sector’s central coordination platform,
involving development partners, civil society and the private sector. The SWG coordi-
nates closely with the Industrial Development and Exports Council (IDEC) and the new Na-
tional Trade Facilitation Committee (NTFC). Since the adoption of the PSDS, however, there
has been significant new developments in the PSDYE Policy landscape. The remainder of this
section provides an overview of the key guiding documents that the PSDYES is informed by.

3.2.2.1 Industrial Policy

The main development since 2013 is the emergence of the Made in Rwanda Mind-set and
Policy. The Policy sets out a clear objective to improve the general competitiveness of the
Rwandan business environment through tackling a number of constraints that increase the
cost of production and hinders quality, including high cost of electricity, low access to raw ma-
terials and poor backwards linkages from international investors to local suppliers. The focus
on the overall competitiveness of the Rwandan economy is a key priority for GOR and there-
fore also a focus for this strategy. The Made in Rwanda Policy explicitly sets out guidelines for
developing sector-specific action plans, which have been followed in this preparation of this
Strategy. As a result, in early 2016, GOR began implementation of the Textile, Apparent and
Leather Strategy, which has seen the growth of that sector accelerate to 10% in 2016 and the
ongoing operationalization of three garments and four leather investments taking place, ex-
pected to create several thousand manufacturing jobs.

Made in Rwanda as a concept originally emerged from a campaign launched by the 2015 Do-
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mestic Market Recapturing Strategy (DRMS), which seeks to replace imports and capture
export new export markets through a series of supply-side interventions. The DMRS sets out a
mix of horizontal measures aimed at improving the general production environment; sector-
specific measures, aimed at unleashing the potential of especially agro-processing, construc-
tion materials and light manufacturing; and specific investment projects, aimed at correcting
observed market failures causing undersupply of e.g. mosquito nets, organic fertilizers and
aquaculture products. One of the horizontal measures was the popular Made in Rwanda Cam-
paign which seeks to increase demand for Rwandan products through increased consumer
awareness and through preference in public procurement.

Figure 10: Existing and Planned SEZs in

Rwanda. Currently only KSEZ is fully devel-
oped, with works ongoing in Bugesera and
Rwamagana SEZs. Red SEZs are provincial
SEZs, while the blue refers to district-level
SEZs.
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2013 to over 1000ha in eight addi-
tional locations across the entire country. Reviewed in 2017, of the SEZ Policy clarifies the
development process of these significant investments in public infrastructure and sets out
clear guidance for the functioning and mandates of the One-Stop-Centres to be set up in each
SEZ

3.2.2.2 Trade Policy

The second National Export Strategy (NES Il) was developed in 2015 and remains the guid-
ing document for GOR’s efforts to promote exports. The NES2 recognizes that for Rwanda, the
export challenge has a significant supply-side dimension which needs to be addressed in addi-
tion to trade facilitation. It therefore sets out a number of interventions under four pillars,
namely 1) Sector Interventions, focusing on sector-specific export promotion initiatives for
traditional and non-traditional export sectors; 2) Improved Access to Markets, targeting the
regional, continental and global markets; 3) Upgrade Firm Capacity to Access and Grow in Ex-
port Markets, and 4) the Export Growth Facility, which is an export finance fund housed in the
Development Bank of Rwanda (BRD), offering export finance in the form of interest rate sub-
sidies, matching grants and export guarantees. Implementation of the NES Il is well-underway
with the EGF operational, continued engagement in regional and international trade negotia-
tions and achievements made to promote production for exports.

A special kind of exports for Rwanda, as is the case for most developing countries, is Cross-
Border Trade (CBT). Rwanda’'s border communities engage in very dynamic small-scale trad-
ing across the border, consisting of goods carried by women by foot across border crossings
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to especially DRC, but also Uganda, Tanzania and Burundi. The 2012 Cross-Border Trade
Strategy (CBTS) is nearly fully implemented, with Cross-Border Markets (CBMs) and One-
Stop Border Posts (OSBPs) at various stages of completion at all major border crossings, and
cooperatives along the borders receiving detailed trainings on management, accounting, trad-
ing regulation and standards issues.

A key emerging trade policy area is digitally-enabled trade (e-commerce), supported by
the 2017 ICT4COM Strategy. E-commerce refers to trade using online or mobile channels
and is increasingly important for businesses to reach their markets in Rwanda and beyond.
Key amongst the interventions for promoting e-commerce is awareness promotion and gen-
erating trust, as well as targeting the specific skills that digitally-enabled trade requires. Doing
So requires that back-end logistics and payment solutions are in place and reliable, and im-
proving those two areas is therefore priorities in the implementation of this strategy.

3.2.2.3 Entrepreneurship, Skills and Innovation Policy

The National Employment Programme (NEP) was set up in 2014 to create a consolidated
and coordinated approach to all cross-GOR employment-related initiatives. Initially housed in
MIFOTRA, the dedicated NEP Secretariat has since moved to CESB, from where it continues to
coordinate across GOR, DPs and private sector. In addition to enhancing stakeholder coordi-
nation, NEP has three strategic areas of interventions, each with a lead implementing organi-
zation, namely 1) Skills Development (led by MINEDUC), focusing on developing critical skills
for the Rwandan labour market through increased private sector participation in training and
education; 2) Entrepreneurship and Business Development (led by MINICOM), focusing on
supporting the growth and enhanced productivity of SMEs through coaching, access to finance
and linkages to larger firms and; 3) Labour Market Interventions (led by MIFOTRA), which
provides institutional assistance to improving employability and supports other stakeholders
to mainstream employment into their development plans. All three pillars are mainstreamed
into this strategy.

The most effective way to develop new skills and knowledge that is relevant for the labour
market is through on-the-job training. The Workplace Learning (WPL) Policy is a key GOR
document setting out the principles of skills transfer and attachment programmes aimed at
developing the required skills and experience that is needed by the Rwandan labour market.
Through a host of internship and apprenticeship programmes, the WPL Policy sets out a
structured framework for increasing formal and informal private sector participation in skills
development in a way that allows individuals to obtain accredited, transferable skills that are
in demand by the private sector.

MINICOM is also finalizing a new Intellectual Property Rights (IPR) Law and Strategy. The
2009 policy aims to create a system that will enable people to access to the full value of their
creations, while ensuring access to the creations of others. The emphasis is therefore not only
on ensuring that creators are able to monetize their innovations but also ensuring that spill-
over and demonstration effects are encouraged. The 2017 Intellectual Property Rights Law
and strategy sets out a clear pathway for achieving this, by setting out transparent legal
frameworks for what constitutes IPRs as well as carrying out an extensive awareness and
sensitization campaign with creators and enforcers alike. These interventions form part of the
implementation of the Science, Technology and Innovation Policy, which aims to see
Rwanda among the top knowledge-intensive and competitive economies by 2050. In this poli-
cy, GOR sets out its vision for promoting innovation and R&D through promoting a conducive
ecosystem, encompassing the private sector, research and academia as well as the institution-
al framework protecting IPRs and a strong focus on building human capital for innovation.
The current document will form another pillar of the implementation of the STI Policy
through supporting the private sector to participate in innovative activities.
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3.2.2.4 Investment Promotion Policy

National investment promotion efforts are coordinated by RDB who promote and facili-
tate all private sector investment. Commercial attaches in key foreign markets support
these efforts in close collaboration and under guidance from RDB. Special focus is awarded on
priority areas for which detailed information packages are developed and presented to key
regional and international actors in the respective fields. Rwanda’s investment promotion ef-
forts take a ‘sector-building’ approach, whereby business environmental factors are identified
on a sector-by-sector basis, and the lack of a certain value chain player is used as a prime
business opportunity for further investment attraction.

Special attention is also awarded not only to ‘investment attraction’ but to ‘investment
success’, which is achieved through strong aftercare services that focus on addressing inves-
tor issues, coordinating all relevant government and non-government stakeholders and iden-
tify systemic obstacles that investors face. In this regard, the regulatory framework and espe-
cially the Investment Code is constantly reviewed and updated as issues are identified and
dealt with.

3.2.25 Cross Cutting Policy Areas

Achieving gender equality and family promotion is a commitment made by the 2003 con-
stitution and Rwanda ranks 8th globally in closing the economic gender gap30°. This is clear ev-
idence that countries need not wait for economic prosperity before attending to equality mat-
ters. The 2010 National Gender Policy establishes the principle for continuing the path to
gender equality via cross-cutting mainstreaming into all thematic areas of government, focus-
ing especially on data disaggregation and gender monitoring. For the PSDYES, this means that
the sector will continue to disaggregate key indicators on job creation and firm resilience by
gender and youth. Barriers to women’s economic participation include access to finance and
educational attainments, and close coordination with the sectors responsible for those out-
comes will be necessary. Similarly, access for people with disabilities (PwDs) and social
inclusion has been mainstreamed across the sector’s work focusing in particular on ensuring
access to skills development and training opportunities and a strong commitment to provid-
ing disaggregated monitoring information.

Being a largely agrarian economy, Rwanda remains vulnerable to environmental degrada-
tion and climate change. Vision 2050 talks of achieving a climate resilient and sustainable
economy, which will require a strong commitment to green growth, productivity enhance-
ments and green energy production. This strategy has, therefore, placed significant emphasis
on innovation, technology transfer and improving resource efficiency. While industrialization
is positioned as a key objective by the sector, it is always done in a way that safeguards the
environment through adequate clean-up facilities, sustainable harvesting practices and mini-
mal resource wastage. The scope for innovation in green growth technologies is enormous
and Rwanda aims to position itself as a global leader in green growth technology and climate
change mitigation and adaptation going forward.

Rwanda is a small, landlocked economy and therefore has a significant potential to gain from
fast-tracking Regional Integration and International Positioning (RIIP). Much of Rwanda’s
trade policy in recent years has focused on expanding market access for Rwandan producers,
for which RI is an important tool through trade facilitation, regulatory harmonization, cross-
border infrastructure projects and process and product harmonization across the region to
bring down the cost of trade and eliminate non-tariff barriers (NTBs). The East African Com-
munity (EAC) is often praised as an internationally good example of the potential benefits of
RIIP, allowing free movement of goods, people and capital for shared prosperity. Since 2008,

30 WEF Global Gender Gap Report 2016.
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the EAC has eliminated 114 NTBs, and since 2010 the cost and time for a container to reach
Mombasa from Kigali has reduced by 28% and 75%, respectively, while to reach Dar-es-
Salaam the equivalent reductions are 5%and 83%, respectively. These are tangible benefits
for Rwandan consumers and producers who have gained access to cheaper and a more di-
verse selection of goods. To promote RI in services, the EAC has focused on signing Mutual
Recognition Agreement, of which four have been signed to date, even if this is a policy area
that requires more attention in medium term, in combination with increased private sector
participation and input to the harmonization processes. RIIP mainstreaming has been done
throughout this strategy, especially with regards to creating an ecosystem for exports (Pillar
3) and investment promotion, leveraging Rwanda’s strong record on governance.

The success of this strategy will to a large extent depend on the capacity of the implementing
teams, organizations and institutions. Capacity Development (CD, previously capacity build-
ing, CB) is therefore an important cross-cutting policy area. While the PSDS1 singled CD out as
a standalone pillar, the PSDYES mainstreams the issue and considers it as a part of the overall
set of interventions necessary to achieve the overall objectives. The PSDYES therefore consid-
ers CD at the level of the individual through skills development and training programmes, as
well as the level of the institution and organization through adequate systems, procedures,
resource allocation and strengthening of especially PPD forums. See annex 8.5 for details.

Other cross-cutting priorities that the PSDYES contributes to include improved public
health, especially HIV/AIDS and non-communicable diseases; and disaster management
and prevention, especially ensuring that geospatial developments are planned and executed
in a manner that is cognizant of the risk of natural disasters. Annex 8.6 summarizes how these
cross-cutting areas have been mainstreamed into the PSDYES.
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4 A VALUE-CHAIN APPROACH TO ACHIEVING COMPETI-
TIVENESS

The overall goal of the PSDYES is to increase the competitiveness of the Rwandan econ-
omy. This will improve the trade balance both by recapturing parts of the Rwandan market
from imports and by improving the ability of Rwandan producers to compete in exports mar-
kets, creating productive jobs in dynamic and resilient firms. The overall competitiveness of
the Rwandan private sector is a function of local firms’ access to markets, finance, capital,
skills, technology and backbone services as well as the existence of a strong operational envi-
ronment, characterized by good regulation, easy access to information and good infrastruc-
ture. The activities in this strategy aim to achieve those factors through the intelligent de-
ployment of resources and through broad partnership and coordinated efforts (See Figure 11).

Figure 11: PSDYES Results Framework. While the PSDYES focuses on achieving competitiveness in key
value chains, the long-term goal is overall economic transformation and a generally competitive private
sector

Impacts Economic transformationand a competitive private sector, startingwith key value chains

Productive jobs creation Increased value addition
Increased and diversified exports Dynamic and resilient firms

Outcomes

« N

< 4 4
4 N ( Pillar 1 Promoting Competitive Value Chains Pillar 3: An Ecosystem Approach to Increasing\
Activities Made in Rwanda Exports
Pillar 2: Increasing firm-level productivity and Pillar 4: StreamliningRegulationand Access to
\_ Y, enhancingdiversification Information Y,
( Inouts ) Financial resources Human resources in key implementing
L P ) Cross-GOR coordination stakeholder institutions )

The VC Approach also reflects a recognition that competitiveness is sector-specific and
that GOR must prioritize in the short and medium-term. Certain sectors are closer to be-
ing globally competitive, whereas others may take longer and require more effort. Focusing
on sectors that hold the biggest potential for contributing to Rwanda’s overall development
objectives while alleviate the pressures on the Rwandan economy in the medium-term
through increased job creation, a dynamic private sector and a more resilient current account
balance. Meanwhile, through experience, the VC approach can and should be fine-tuned and
applied to other sectors as the need and opportunity arises.

4.1 Vision and Objectives
This PSDS has the following Vision:

“Key priority value chains have achieved global competitiveness, as measured by their
ability to recapture the domestic market, create productive jobs and to compete in export
markets”
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As well as the following outcome objectives:

Increased private investment, both local and FDI

Increased off-farm job creation

Improved trade balance and increased diversification of the export base
Increased productivity and innovation in priority value chains

Success will require close coordination and joint effort across GOR, development part-
ners, civil society and the private sector. For the VC approach to work, a strong political
consensus must be formed to truly push the selected priority sectors to achieve global com-
petitiveness. This is required in order for all stakeholders to come together, to convince pri-
vate investors that their sectors are prioritized and therefore that their constraints will be ad-
dressed and that key operational challenges will be attended to.

Strategy to Transform the Textile, Apparel and Leather Sectors, MINICOM, 2016.

When the EAC Heads of State decided to phase out importation of second-hand clothing and
footwear, MINICOM developed the prototype VC-action plan in 2016 to facilitate a supply re-
sponse from the private sector. At the time, the domestic apparel and leather sectors faced
numerous challenges, including lack of access to finance and skills, inadequate infrastructure,
fragmented value chains and mal-aligned fiscal structures driving up costs. Through implement-
ing this first Made in Rwanda Sector Action Plan the sector’s growth has accelerated from 3% in
2015 to 10% in 2016, while significant private investment and FDI has been mobilised, and an
expected 5,000 jobs will have been created by 2020.

One of the most crucial success factors for the success of this action plan has been the broad
political consensus that has emerged to support the initiative. All relevant GOR institutions
have joined hands in promoting these key value chains, from MINECOFIN through RRA oversee-
ing fiscal incentives; RDB promoting private investment both local and foreign direct invest-
ment and overseeing the construction of necessary factory shells; MINICOM organising the
Made in Rwanda campaign and establishing a tannery park in the new Bugesera SEZ; WDA of-
fering training facilities for new investors; RSB taking a lead at a regional level to establish and
harmonise necessary standards for international trade; NIRDA supporting firms to upgrade
their technology; and Districts and BDF supporting artisans to establish garment ICPCs across
the country. It is this cross-GOR commitment that has led to the increased level of investment
from the private sector, triggering both output and employment growth.

Box 1: The Strategy to Transform the Textile, Apparel and Leather Sectors: Progress to date and critical
success factors

4.2 ldentifying Priority VCs

Choosing the right VCs to focus on is critical to the overall success of the approach. Se-
lection will always be strategic in nature yet there are a number of criteria that may be ap-
plied to ensure that VC selection is objective and data-driven:

e Export or domestic market recapturing potential: The VC must hold significant po-
tential to positive impact the trade balance, either through increased exports or
through recapturing the domestic market from imports

e Productive employment creation potential: The VC must be labour-intensive and
demonstrate clear potential to create significant numbers of productive jobs through-
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out the various stages of the value chain, especially low-skilled jobs and jobs for wom-
en and youth

Scope for value addition to existing local raw materials: The VC should play to
Rwanda’s strengths and offer opportunities for value addition to existing raw materials
without requiring significant additional areas of arable land for cultivation

Anchor firms are already operational or close to operational: For the VC approach
to work, close partnership with key private sector players will be necessary. Therefore,
at least one anchor firm must be identified in each VC to act as off-taker, promote spill-
over of technology and drive productivity growth

Chapter 3 summarized the broad policy framework and extensive analyses that allows
for the selection of VCs. Strategies such as the DMRS, the Made in Rwanda, the NES2 and the
Vision 2020 and 2050 as well as numerous sector-level studies form a solid foundation upon
which selection may be made. Furthermore, building on the success of the Textile, Garment
and Leather Strategy, the Made in Rwanda Policy sets out a clear template for developing VC
Action plans, covering:

The policy, legal and regulatory environment

Availability of skills, both basic and those needed for innovation
Potential for job creation for especially youth

Sector-specific infrastructure and logistics needs

Product testing facilities and standard certification capacity
Market linkages, domestic, regionally and internationally
Sector-specific PPD and cross-GOR coordination

The exact sequencing of the VC action plans will be determined dynamically; whereby
annual actions will be developed according to needs. However, the following sequencing
is envisioned as guidelines for development of the action plans:

Setting the stage — Year 1:
o VCidentified and broad political consensus established for its development
Policy review, key regulatory gaps and challenges identified
Anchor firm identified and MOU signed
Sector-specific PPD established, or strengthened
Capacity building needs of key GOR institutions identified and addressed
Youth projects in the VC identified and tailor made products to support them
developed
Driving efficiency and productivity growth — Year 2-4:
o0 Bankable projects developed and promoted to investors
o Linkyouth projects in the VC with Anchor Firm (Supply and production links)
o PPPs agreed for skills development including significant opportunities for in-
dustry-based training
o VC technology audit completed
0 Regulatory reforms completed as required, including regional harmonisation
o0 Sector-specific infrastructure projects completed
Innovating and expanding — Year 5 onwards:
0 Large private investments operationalized
0 Sustain established partnerships between youth enterprises and Anchor Firms
0 VC actors supported to upgrade technology
o New analysis carried out, looking at further opportunities for product diversifi-
cation and capturing of additional value chain segments

O O0OO0OO0Oo

Based on the above criteria and analyses, the following VCs have been chosen:
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Agro-processing, such as meat and
dairy, milling products, sugar, soy beans
and Irish potato

PSTA-4; DMRS
2015; Meat Export
Strategy 2016; In-
dustrial Master-
plan for the Agro-
Processing Sub-
Sector 2014-2020

Construction materials, such as wood-
based products, cement and ceramics

DMRS 2015

Light manufacturing, such as tex-
tile/garments, electronic assembly and
pharmaceutical equipment

DMRS 2015

Horticulture

Horticulture Strat-
egy 2014; National
Export Strategy 2
2015

Tourism, including high-end leisure
tourism, medical tourism and MICE

MICE Strategy;
Tourism Master-
plan; NES2

Knowledge-based services, such as
finance, ICT and BPO

National Export
Strategy 2 2015

Logistics and transport

Logistics and
Transport Strategy
2012; DMRS and
NES2

Annex 8.3 offers a snapshot of the current status of these priority VCs. Detailed action
plans will be developed to promote each VC, similar to those that exist for garments, leather
and meat. Action plans will clearly set targets for job creation that each priority VC is expected
to generate and special business development services and technological support to integrate youth

projects into the value chain.
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5 KEY PILLARS AND INTERVENTIONS

The remainder of this document focuses on the practical interventions that will be im-
plemented in order to reach the overall objectives. The interventions proposed address
both challenges in the overall business environment and go hand in hand with the develop-
ment of detailed action plans for each of the priority value chains, such as the 2016 Garment,
Apparel and Leather Strategic Plan and the 2017 Meat Value Chain Action Plan. There are four
pillars in this strategy, each addressing a specific area of the competitiveness challenge, which
are summarised here and explained in detail in Annex 8.8:

Table 3: Summary of key interventions for the PSDYES

Pillar 1: Promoting competitive value chains made in Rwanda

Growth Anchor Firm Initia-
tive (GAFI)

Domestic Supplier Devel-
opment Unit

Access to credit and patient
capital

Rwanda Factoring Platform
and legal reforms
Investment promotion and
Proof of Concept Country

Leveraging the expertise and competitiveness of anchors firms to pro-
mote competitive value chains through coordinated and targeted sup-
port to key firms in key value chains

A specialized unit in RDB supporting anchors and other large buyers to
source more inputs locally, while supporting potential suppliers to meet
the requirements of buyers

Channeling credit to priority sectors through incentives with conditions
attached. Targeted investment promotion of patient capital providers
such as angel investors and venture capital firms, credit incentive pack-
age will be granted to youth gazelle projects that have strong backward
and forward linkages in the VC,

A marketplace for firms to access working capital on the back of supply
contracts to big buyers

Targeted investment to promote private (including youth) participation
in the priority VCs, while leveraging Rwanda’s stable macro environ-
ment to attract investors looking to trial a concept before scaling it to
the region

Pillar 2: Increasing firm-level productivity and enhancing diversification

Skills development and en-
trepreneurship
Train a Rwandan Campaign

Technology upgrade sup-
port

Incubate and nurture youth
innovative projects

RSB Graduate Placement
Programme

High-growth entrepreneur-
ship and social enterprise
policies

Backbone service skills de-
velopment

PPP skills development framework and centres for the priority value
chains and professionalization of the BDA network

Nationwide communications campaign to encourage more firms take
interns and apprentices and set a framework for international experts
to transfer skills to their national counterparts

Firm-level support for firms to identify and acquire productivity-
enhancing technology upgrades

Incubate youth business innovation projects through technical assis-
tance and startup capital and production equipment support. The con-
cept of the Kigali Innovation Center and the agglomeration between
world class universities and high tech companies in KIC will serve as
incubation for the prospective innovative business projects together
with other incubation centers. KLAB will also be supported to incubate
ICT driven innovative business projects.

Training of standards experts and placement of these in firms in key
value chains to support them acquire and maintain standards

Targeted interventions at high-growth firms through developing a con-
ducive ecosystem, and clarification of the regulatory framework for so-
cial enterprises to increase investment in this growing class of multiple-
bottom-line businesses

Skills development through targeted investment promotion of institute
of higher education, combined with facilitation of the importation of
skills
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Pillar 3: An ecosystem approach to increasing exports
Infrastructure and logistics  Finalization of ongoing major construction works to promote exports

for exports and Domestic (SEZs, AFUs, and trade logistics infrastructure). Completion of Integrat-

market ed Craft Production Centers-UDUKIRIRO in all Districts and Promotion
of ICPCs in vibrant trade centers and IDP Projects

Trade in services Development of a Trade in Services Strategy, focusing on regional regu-
latory harmonization, MRAs, and tourism

Trade Facilitation Implementation of the WTO Trade Facilitation Agreement commitments
to ease the flow of goods across borders

Digitally-enabled exports Promoting e-commerce through regulatory review, training, awareness
campaign and logistics enhancements

EGF review Review of eligibility criteria and targeting of the EGF and scaling the
fund

International payments re-  Review of regulation around receiving money from abroad to lower the
view costs for recipients
Targeted trade missions Targeted trade missions for anchors and other key firms to key poten-
and market entry support tial markets, coupled with market entry support programmes
programmes

Pillar 4: Streamlining regulation and access to information

Irembo Business Portal A single window for the private sector to access government services,
pay taxes, comply with regulation, access information and provide
feedback

Advisory desks Helpdesks in each GOR institution facing the private sector, where com-
panies may drop in or book appointments for further support

Enforcing small business Legal and regulatory reforms to facilitate the enforcement of especially

contracts verbal contracts, to support the establishment of commercial small

claims courts
Intellectual property rights  Finalization of ongoing review of IPR regulation and nationwide aware-
protection ness campaigns

Employment and investment A review of existing employment regulation and taxation practice, look-
regulation review ing especially at options for incentivizing firms to hire more young
Rwandans, linked with the Train a Rwandan Campaign
Review of the investment to offer incentives attached to hiring more
youth and skills transfer to youth
Continuous better regula- Continuous PPD to ensure close facilitation of emerging regulatory is-
tion sues as they emerge

One of the main objectives of this strategy, namely employment creation, has been
mainstreamed rather than a standalone pillar. This reflects that the strategy hinges on
partnership with the private sector and if successful, the strategy will achieve increased in-
vestment and growth. The sectors targeted are almost entirely labour-intensive and therefore
growth and competitiveness in these sectors will also translate into increased, productive job
opportunities for Rwandan youth. The project profile documents that set criteria for eligibility
of Public Investment projects and projects implemented through PPP will be reviewed to in-
clude impact on jobs and skills transfer in eligibility criteria for projects. A review of the pro-
curement regulations looking especially on options for special considerations on skills trans-
fer in bids evaluation. To that end, firms that are employing international experts that show
effective mechanisms to peer international experts with national counterparts for skills trans-
fers will be preferred and promoted. The skills development programmes under the second
pillar target supply-side challenges by ensuring that Rwandan youth are adequately equipped
to take advantage of the job opportunities that arise. Finally, the employment regulation re-
view and ‘Train a Rwandan” campaign will address the regulatory obstacles that hinder firms
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from taking on Rwandan youth, encouraging the creation of youth employment creation spe-
cifically.

Naturally, the interventions in this strategy speak directly to the priority outcomes tar-
geted by the NST-1. The sector falls under the first pillar of the NST-1, economic transfor-
mation. A detailed mapping of NST-1 priority areas onto PSDYES outcomes, indicators and in-
terventions is available in Annex 8.2. The M&E Framework in Chapter 6 also directly refer-
ences the NST-1 priority areas.

5.1 Pillar 1: Promoting Competitive Value Chains Made in Rwanda

The PSDYES centres on two key initiatives, which embody the spirit of value chain pro-
motion and cross-GOR coordination, namely the Growth Anchor Firm Initiative (GAFI)
and the Domestic Supplier Development Unit (DSDU). GAFI will be the single unifying um-
brella for all support to the private sector targeting so-called Anchor Firms in key value
chains, supporting them across the board with technology upgrading support, skills develop-
ment, access to finance, trade facilitation and more. In return, these Anchors will be required
to actively support efforts to transfer knowledge and skills to smaller players in their value
chains and lift the productivity of the entire chain. To provide support to the non-Anchors in
those chains, the DSDU will sit at the centre of GAFI, supporting large buyers source from local
suppliers as well as supporting the suppliers to upgrade their capacity to meet the require-
ments of large firms. It is this promotion of productive chains, over simply productive firms,
that heralds the break with previous GOR policy and sets the tone for addressing the increas-
ingly complex challenges that Rwanda must overcome. Youth Cooperatives and Companies
will be supported technically and financially to integrate their projects into the value chains
and Anchor firms with production and supply value chains with youth companies and cooper-
atives projects linked to their potential services providers.

5.1.1 A Revamped Growth Anchor Firm Initiative (GAFI)

The Growth Anchor Firm Initiative (GAFI) has been fine-tuned over several years and
key lessons have been learnt. The PSDS 2013-2018 designed a programme for value chain
competitiveness, whereby certain systemically important anchor firms in priority sectors
would receive TA from MINICOM in exchange for supporting their suppliers and service pro-
viders. Similarly, RDB has been promoting so-called Economic Champions as systemically im-
portant firms with the expectation that they would have positive spill-over effects and gener-
ate improvements down their supply chains. While Anchors and Economic Champions have
experienced growth and increased competitiveness as a result of the increased facilitation, the
indirect pull factor has not proven sufficiently strong to lift their supply bases. Anchors enter-
ing new markets therefore continued to rely heavily on imported inputs and their potential
catalytic impact on the Rwandan economy has not been fully realized.
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Figure 12: Simplified value chain: The Anchor Firm spreads knowledge from international markets
through the value chain to suppliers, sub-contractors and primary producers
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The PSDYES therefore introduces a revamped Growth Anchor Firm Initiative, incorpo-
rating the lessons learnt. Anchors will receive substantial support and facilitation, but there
will be explicit requirements to participate in programmes aimed at creating spill-over effects
and Anchors will have to reach key milestones in order to remain in the programme. Anchors
will also only be able to stay in the programme for a maximum of five years. Individual MOUs
will be negotiated as the first priority, setting out transparent and predictable principles of
collaboration and expectations of either side. GOR has signed MOUs with key exporters since
2015, and the revamped GAFI builds upon experiences made through this intervention. An-
chors’ contributions will include participation in the setup of training programs (section
5.2.1), technology upgrade programs (section 5.2.2), the Rwanda Factoring Platform working
capital program (section 5.1.3) and various public-private dialogue forums (section 5.4.3). As
a principle, however, the Anchors will not be expected to make financial contributions beyond
the investments they have already made to the country. Rather their contribution will consist
of knowledge, expertise and a willingness to support smaller firms make the necessary in-
vestments to increase competitiveness.

The benefits for key firms to become Anchors will be significant. Anchors will receive in-
creased facilitation, access to senior policy makers, support from DSDU to develop their sup-
ply chains (see next section), invitations to trade missions abroad, access to technology up-
grading support, workforce development programmes and information about policy incen-
tives and sector-specific support such as packaging and raw material sourcing support for
agro-processors or visa facilitation for high-end services Anchors. This package of support has
been showed to lead to significant economic benefits for large firms in Rwanda, including
large increases in turnover, profitability and market sharesl.

The key to the success of GAFI hinges on the focused cross-GOR support to Anchors, the
existence of inbuilt sunset clauses and milestones and the credible threat of exclusion
should milestones not be met. Access to the programme must be strictly based on the ability

31 Steenbergen and Javorcik, 2017, Analysing the impact of KSEZ on firm behaviour.
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to demonstrate potential to trigger transformative impact on their value chains and participa-
tion must be continuously reassessed and non-performers excluded. This is a prerequisite to
safeguard the project against firms taking advantage of the benefits without catalysing their
supply chains or simply not having high enough capacity to be an Anchor. Participants will be
required to continuously demonstrate progress on their MOU commitments as well as them-
selves demonstrate economic growth and productivity enhancements, pushing the domestic
efficiency frontier and providing demonstration effects for the rest of the economy. The need
for Anchors to themselves demonstrate increased competitiveness is required to ensure that
public funds are not wasted on lacklustre performers who do not generate sufficient impact.
The threat of losing access must be credible and time bound to a maximum of five years in or-
der to incentivise participants to make the most of the opportunity while it lasts.

5.1.2 Domestic Supplier Development Unit (DSDU)

Supporting Anchors and other major firms to source more inputs locally will require
more than initial introductions to potential suppliers. In many sectors, there are signifi-
cant advantages to sourcing locally if the local capacity exists — proximity often leads to great-
er flexibility, customization and reliability. The continued high reliance on imports therefore
points to the need for GOR intervention to boost the supply capacity of local firms and coop-
eratives to meet demand. Experience from countries like Tanzania, Ethiopia and Chile indicate
that such intervention is best done through a highly capable and specialized Domestic Suppli-
er Development Unit (DSDU) within the investment promotion agency.

The DSDU will be a strategic unit set up to support Anchors, government procuring en-
tities and other large buyers develop locally-intensive sourcing plans. To achieve this,
the DSDU will support local suppliers to meet the requirements of these large buyers, through
supplier training and verification programmes. Sourcing is of course a very strategic opera-
tion for most large buyers, who have very specific requirements for quality, product specifica-
tion and price. Many local suppliers, however, struggle to meet the requirements of large buy-
ers, having to match international competitors on price, consistency in quality and volumes.
The DSDU will therefore work in a very targeted manner with especially the Anchors, focusing
on long-term supply relationships with local suppliers through the development of individual
improvement plans. It is only through the establishment of such long-term contracts that sup-
pliers may be incentivised to make the necessary investment in quality and productivity that
will ultimately drive economic transformation. In line with the Made in Rwanda Policy, there
will not be any legal requirement for Anchors to source locally. Rather, the DSDU will embody
the spirit of partnership with the private sector, which is the defining feature of this strategy.

As the local sourcing partner for Anchors and other large investors, the DSDU is the ob-
vious place to coordinate several other interventions described in this strategy, includ-
ing channeling finance to local suppliers, attracting investment, supporting technology up-
grades and accessing standards. The DSDU will therefore be the key operational unit for the
implementation of this strategy and its establishment is a priority. Based on international best
practises from Ethiopia and Tanzania, the DSDU needs to be small to start with, focusing ex-
clusively on a few priority VCs and on establishing close working relationships with An-
chorss2,

5.1.3 Access to Finance and Enhanced Liquidity

As discussed above, access to finance remains a major constraint to economic trans-
formation in Rwanda. More than two-thirds of bank credit to the private sector goes to con-
struction projects and hospitality sectors, while the priority value chains are starved, especial-

32 Steenbergen and Sutton, 2017, Establishing a Domestic Supplier Development Unit for Rwanda, IGC policy note
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ly in upstream segments involved in primary production33. In June 2016, agriculture,
transport and warehousing, manufacturing and other services (which make up the key seg-
ments required for the development of the priority VCs) only held 2.1%, 6.7%, 9.1% and 3.2%
of all commercial credit extended by banks in Rwanda. This pattern is both a symptom and a
cause of the observed low competitiveness of these priority VCs. Exporters also report that
accessing finance is a struggle, and ensuring that the Export Growth Facility is fully developed
and fully deployed is a key priority for the initial phase of this strategy, see section 5.3.5 for
further details.

A key first intervention is therefore to encourage banks to channel credit to the priority
VCs, through targeted incentives with flexible conditions. Similar to Anchors, banks and
other financial institutions need to be brought on board to achieve the country’s development
objectives and MINECOFIN will seek to reach an agreement with the financial sector on tar-
gets for credit to be channeled to the priority sectors in return for certain incentives. These
incentives may be fiscal incentives, credit guarantees or other subsidies, but will only be trig-
gered as long as banks maintain a certain share of their loan portfolio within the priority VCs.
The DSDU will be a key facilitating unit, bringing the financial sector to the discussions on lo-
cal sourcing, connecting buyer-supplier pairs with providers of credit or equity investments
to facilitate any necessary upgrades. It is also likely that there are cases where banks are
simply unfamiliar with the characteristics and cash flow cycles of various priority sectors and
GOR will therefore also carry out trainings to loan officers to familiarize them with the differ-
ent VC’s financing needs.

The market for non-debt finance is thin in Rwanda, despite some growth in recent
years. The Rwandan stock exchange has a relatively low market capitalization at 42% of
GDP34 and non-bank financial institutions are almost entirely insurance and pension firms,
whose portfolios are dominated by government securities, real estate and bank deposits®.
The ability of Rwandan firms to attract equity finance, angel investment or other patient capi-
tal is therefore limited. RDB will therefore continue their efforts to attract investment in the
Rwandan financial sector, boosted by the 2015 update to the Investment Code classifying fi-
nancial services as a priority sector for investment targeting. The Rwanda Innovation Fund
will be one financial actor that may address part of this gap in the financial market.

Keeping in mind the need to promote strong linkages between VC players, there is also
a need to increase the liquidity of Rwandan firms through the emergence of value chain
finance (VCF) products and general improvements to the payment culture. In its es-
sence, VCF is finance extended to smaller players along a value chain, tied to the existence and
size of contracts to buyers, and backed by the ongoing commercial ties amongst the players
and a strong credit score of the anchor firm. VCF holds enormous potential to promote access
to finance to SMEs who are unable to access credit on their own right, but are able to secure
supply or distributor contracts to large firms with good credit scores, allowing them to lever-
age their buyer’s creditworthiness. VCF products are currently largely unavailable in Rwanda,
or if available, expensive and subject to severe credit rationing and collateral requirements.
There are two main reasons for why this is the case. Firstly, there is a gap in the regulatory
and policy framework governing risks and ensuring factors’ and suppliers’ rights, especially
where contract terms are informal or verbal in nature. Secondly, the institutional framework
that would allow parties to evaluate each other and facilitate the emergence of a transparent
and liquid marketplace, is underdeveloped. All these constraints must be addressed to en-
courage the emergence of VCF products on the market.

33 BNR, Annual Financial Stability Report, 2015-16.

34 RSE website, accessed 30" August 2017, and NISR national accounts.

35 BNR, Annual Financial Report 2015-2016.

3 Attracting alternative sources of finance is a case of unfinished business from PSDS1.
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(1) sells goods or services

(4) Purchases invoice and
issues 70 - 90% of invoice amount

M

(6) Refunds the remaining invoice amount

Figure 13: Factoring process flow, Source:
Habile Technologies. Factoring is perhaps the
most common VCF product and is particularly
beneficial where there is a time lag between
(1) and (5). If the seller has sub-contractors,
they may also be looped into the process quite
easily for a comprehensive VCF solution.

Firstly, the legal and regulatory
framework will be updated to set out
clear rights of factors to reduce their
risk. GOR has made significant strides
during EDPRS Il to improve the regulato-
ry environment governing business rela-
tions as well as introducing clever solu-
tions to overcoming the collateral chal-
lenge, such as the Warehouse Receipt
System. However, two more broad regu-
latory changes are necessary. The first is
the introduction of a Factoring Law and
associated regulations, which must be

i — ——

(3) Verifies and
approves involice

(5} Pays invoice amount

NAFIN is a Mexican development bank operating an
online platform since 2001 that offers factoring ser-
vices to SMEs. Two types of services are offered:
Factoring without any recourse, collateral or service
fees, and contract financing, which provides financ-
ing for up to 50% of confirmed purchase orders to
approved buyers. All pricing is regulated and trans-
parent and SMEs are also able to access TA and fi-
nancial advisory services. Within 8 years, NAFIN’s
platform covered 455 big firms (over 50% of the
Mexican economy), servicing over 80,000 SMEs and
had extended over $60bn in financing from 20 do-
mestic financiers, both banks and other finance
providers. In 2015 alone, the platform extended
over $13bn worth of value chain financing.

Box 2: NAFIN Productive Chains Platform in Mexico.
Source: NAFIN 2015 Annual Report.

drafted to encourage as much private investment as possible. The second is the creation of
new legislative provisions to support the enforceability of verbal contracts, and to create ‘im-
plied terms’ which are imputed by law into all contracts to create stronger protections for
SMEs in their business-to-business transactions, see section 5.4.2 for further details.

Secondly, there is a need to establish an enabling institutional environment for a vi-
brant, transparent VCF market to emerge. The Productive Chains Platform run by the Mex-
ican development bank NAFIN has proved to be extremely successful and is worth replicated
in an adapted form in Rwanda, namely as the Rwanda Factoring Platform. Through an
online platform, suppliers and service providers may upload the contracts they wish to be fi-
nanced and have their buyers verify the contract. This allows factors to bid for the contract,
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after checking the buyer’s credit score and perhaps researching the supplier’s delivery track
record. Suppliers may choose amongst different services that meet their needs and compare
financial institutions’ terms. Fee structures must be transparent and regulated to prevent un-
warranted high charges before adequate competition is generated. Note that the supplier is
never required to demonstrate creditworthiness, but only that it is able to honour the con-
tract agreed with the buyer in order to access finance. This is fundamental since most smaller
suppliers are not covered by the Credit Reference Bureau nor have access to collateral, while
the (presumably larger) buyers are better positioned to demonstrate that they may be able to
honour their payment obligations. Once the payment is due according to the contract, the
buyer pays the invoice through the platform and the financier recoups their investment plus
the agreed fee, while the remainder is transferred to the supplier. The open auction style of
the platform will generate sufficient transparency that financiers may feel confident that the
receivable has not been factored off elsewhere, and that payment comes from the buyer di-
rectly, not via the supplier. Large buyers such as the Anchor Firms are able to support their
suppliers and distributors access working capital finance, meaning they are able to invest in
quality and deliver on time, thus benefitting the Anchor’s business too. Initially, the Rwanda
Factoring Platform will focus on the priority sectors, but once fully operational it should be
expanded to cover the entire economy. As a result, the Platform should be housed in BRD but
with strong support from RDB’s DSDU which will work with anchors and suppliers to first of
all set up the contracts to be financed through the platform. The Rwanda Factoring Platform
will thus provide the financing piece necessary for Rwandan SMEs to deliver large contracts.

5.1.4 Capital access to start-ups and growing SMEs for youth in the VCs

Given the vast majority of jobs in the off-farm sector are in MSMEs and are largely informal,
emphasis will be placed on providing support and creating conditions for enhancing the
productivity, productive capacity and enabling business environment for these smaller firms
to scale up their businesses and grow. In particular, youth and women with business attrac-
tive ideas and entrepreneurs in both formal and informal sectors for the value chains who
show growth potential will be provided with tailor-made and on-the-spot access to startup
capital.

Along EDPRS2, access to finance was limited to support to collateral in general and it has re-
vealed necessary to diversify access to capital products and include leasing schemes, tailor
made equity financing and technical assistance to optimize production process and competi-
tiveness to facilitate the upward mobility of their businesses and promote growth, with job
creation implications. The priority will be given to youth projects which show potential to
grow and have spillover effects to job creation. In this regard target full access to capital
products will be granted to youth projects with potential to be integrated in the priority value
chains whereas in the previous period the support was extended to all youth projects which
was not focused to bring desired impact. During NST1, access to startup capital and technolo-
gy products will be designed to accompany youth gazelle projects to climb the ladder and in-
tegrate with Anchor Firms in the supply and production chains.

In the previous period, the support was mainly focusing on classical entrepreneurship devel-
opment through business plan development and in the course of NST1; the focus will be more
on production process improvement and standard required by potential global buyers and
specifically on global buyers. The existing access to finance products mainly under BDF will be
revamped and strategically rethought to support upward mobility of youth projects and busi-
nesses with job creation implications.
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5.1.5 Investment Promotion for Competitive VCs

Increasing private investment will be paramount, especially where there may be gaps
or missing players in priority VCs, which holds back the competitiveness of the VC as a
whole. The premise of a value chain is that firms complement each other to add value to a
primary product or service. However, if one player, a key infrastructural facility or logistics
provider is missing or is much weaker than the other players, everyone is affected. In such
cases, strong business cases will be developed to attract private investors to address these
challenges as business opportunities, be it foreign or domestic. RDB will take the lead in pack-
aging the identified opportunities and present them to targeted investors. There may also be
ripe investment opportunities in backbone services and infrastructure for which priority VCs
rely, including logistics, financial services and the like (see sections 0 and 5.2.3 below). This
will be evident as the various VC Action Plans are implemented, where private investment
opportunities will come in to complement GOR activities.

RDB will target these investors through Targeted Investment Missions (TIMs) in key
markets. Strong marketing of investments opportunities in international markets will be key.
RDB will therefore continue to build a strong international market presence through a target-
ed investment promotion approach and use of commercial attaches, certified Independent In-
vestment Promotion Advisors and honorary consuls. Rwanda’s brand will be strengthened
through a special division set up in RDB responsible of creating and managing the Rwanda’s
country brand. This will complement efforts to continuously improving the general business
environment in Rwanda, detailed in section 0 below, which ultimately will be the best market-
ing material for investment promotion.

As a way to lower the cost of doing market research, the Made in Rwanda Supplier Da-
tabase will be operationalized. This database will be publicly available and contain infor-
mation about all companies currently operating in Rwanda. It will combine data from RDB
and RRA to have an updated list of active companies in the various sectors, while data from
EBM machines may be integrated to provide real-time information about what products are
being sold where and for what price. This information (anonymised for protect privacy and
commercial interests) will provide potential investors with an in-depth understanding of the
Rwandan market and the opportunities that exist. It will also allow GOR policy makers to ob-
tain information about trends and bottlenecks in the economy, informing policy making in re-
al time.

Furthermore, RDB will also leverage Rwanda’s international reputation for a strong
regulatory framework and stable macroeconomic environment, offering significant ad-
vantages to investors wishing to test out ideas intended for scale-up across the region
or continent. The 2015 Investment Code offers significant incentives for companies locating
their headquarters in Rwanda, while the stable and corruption-free environment makes for a
good environment for running pilots intended for scaling across the African continent. RDB
will thus seek to position the country as a ‘Proof of Concept Country’, where ideas may be
tried out and fine-tuned. The spill-over effects on local firms may be potentially significant,
and investors looking to obtain proof of concept will be supported to interact with local en-
trepreneurs to inspire young minds.

Registered investment, however, does not automatically translate into operational pro-
jects and RDB will continue to monitor and improve their conversion rate. To do so, RDB
will continue to focus on improving its aftercare facilitation and support investors operation-
alize their projects. Firstly, RDB will establish an online investment facilitation system
through Irembo, as well as continue to strengthen PPD through weekly Investor Dialogue
Days and quarterly meetings with CEOs. RDB will also continue to champion the investors’
cause within GOR through bi-annual high-level inter-ministerial meetings and quarterly Cabi-
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net briefings on key investment projects, including any challenges to overcome. The package
for key projects is thus very similar to the enhanced facilitation package received by Anchors
under GAFI and it is expected that most key investment projects will also be part of GAFI.
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5.2 Pillar 2: Increasing Firm-level Productivity and Enhancing Diversi-
fication

While the previous section focused on promoting strong linkages between firms, this
section takes a deeper look at the factors influencing firms’ ability to absorb technology
and diversify. Specifically, this section takes a look at ongoing interventions to promote en-
trepreneurship, address technical skills gaps, upgrade technology and increase R&D.

5.2.1 Employment Promotion through Skills Development and Entrepreneurship

In order to boost productivity of the identified VCs, an adequate pool of skills must be
available. Labour productivity is low in Rwanda by regional standards and investing in the
key skills required by each sector will be necessary to develop the targeted VC. As with every
other aspect of development of the VCs, partnership with the private sector will be key. There
are two aspects to this partnership for skills that need to be incorporated, namely the need for
matching closely skills development programmes with private sector demand, and the central
principle of workplace learning, meaning that as far as possible skills should be developed on
the job. Here again, the DSDU will be a key coordinating unit, supporting Anchors develop at-
tachment programmes and train Rwandans.

The majority of unemployed persons and persons who are simultaneously outside the labour
force and not in education are youth with primary and lower education. The recent Labour
Force Survey of 2017 highlighted that 84% of labour underutilisation is mainly youth with
primary and lower education attainment. This group should be targeted in skills development
and self-employment. Tailored Apprenticeship programs and hands-on short term vocation
training programmes will be integrated in vocational training providers and also integrated in
SME workshop in structured way. Particular efforts should also be made to target the needs of
vulnerable and disadvantaged groups, including unskilled, semi-skilled and school drop-out in
both rural and urban areas. Short term vocational training programs will be developed guid-
ed by the economic and business potentials in the area of residence to generate and improve
hands-on Skills in labour intensive trades to enhance their self-employment. The initiative
will also build on traditional apprenticeship culture and improve the skills transfer model in
many Private production units and businesses.

The component of promoting hands on skills and provision of startup toolkit/equipment will
be integrated and rolled out in all Districts to facilitate self-employment for graduates from
TVET, short term vocational training and apprentices. Under this program, Youth trained in
different vocational fields, with great potentials in terms of profitability and market availabil-
ity in their respective location will be supported to have start up toolkit/equipment subsi-
dized loans through financial institutions.

The quality of the products in light manufacturing sector especially in office and home furni-
ture and in textile and Garment are not competitive due to the obsolete equipment and tech-
nology being used. The GoR have invested in Integrated Craft Production Centers with the aim
to establish standardized and modern business center to accommodate scatted local crafts-
men and artisans including TVET Graduates under a conduce production premises and facili-
tate them to up-grade technology and skills and embrace innovation. Main Trades performed
in ICPCs include Carpentry, welding, electronic repairing, artisanal products and tailoring.
These centers are expected to play a big role in Made in Rwanda together with other factories
engaged in textile and garment values chain. A leasing scheme has been initiated in 2016 to
support craftsmen to acquire improved production equipment. Going forward, there is a need
to invest, sustain and improve the scheme of leasing and extent it to textile and garment value
chain in addition to carpentry and welding. The improvement of the scheme will also go with
deliberate interventions to facilitate their products to access the market through Made in

35



Rwanda strategy. Procurement regulations will also be assessed to shape them in the MIR
spirit to promote the use of products produced in ICPCs.

The Rapid Response Training (RRT) has proven to be an effective skills development
and investment promotion tool and will be scaled up to cover all priority VCs. The RRT
supports new investors in labour intensive sectors to train their workers through funding re-
quired training costs for up to six months. The priority VCs are by definition labour intensive
and the RRT will therefore naturally be a supporting intervention to new investors looking to
set up in these sectors. However, the RRT is also an expensive programme which due to its
demand-led nature may end up being rather costly for GOR. Therefore, WDA will seek to en-
sure that some of the costs are recovered, either through investor or employee contributions,
or through pooling workers across companies together.

To truly address skills gaps in the priority sectors, however, there is a need to set up a
dedicated training institute for specific VCs through PPP. Each training centre should be
set up in partnership with the lead Anchor firm and a local IPRC, whereby the Anchor designs
the curricula, sources trainers, oversees any training of trainers, specifies and sources any
equipment for the students to use, while the IPRC offers facilities and equipment as required.
Where schools already exist, Anchors will support the improvement of existing curricula and
teacher training. These training centres should offer as many specializations as required and
e.g. the Meat Sector Training Centre will target butchers, meat processors, livestock handling
programmes and meat food safety experts. Highly specialized skills may be incorporated into
higher education programmes through partnership with universities, to also bring in the
higher education sector. The Rwanda Institute for Design and Clothing offers a good model to
replicate across the priority VCs, demonstrating the possibilities for addressing critical skills
gaps in targeted manners through close partnership with an Anchor.

The success of the Made in Rwanda Campaign may also be leveraged to support skills
development. When it comes to skills development, perhaps the biggest challenge identified
during EDPRS Il has been the difficulty with which students have had to find apprenticeship
positions or internships. While the private sector often complains about lack of skills available
on the market, in practice very few firms offer apprenticeship or entry-level positions that
would address the issue. Section 5.4.3 below details regulatory changes and various incen-
tives that will make it easier and more attractive for firms to hire more young Rwandans,
which will be complemented by a widespread awareness campaign - a “Train a Rwandan”
Campaign — about the need for more workplace-based learning opportunities. The Made in
Rwanda Campaign offers a good platform to leverage for this purpose, encouraging consum-
ers to buy more locally-produced goods and services with visible effects on the economy and
the trade balance3”. The success of this campaign may beneficially be extended to not only en-
courage consumers to buy local, but to also train local through sensitizing the Rwandan pri-
vate sector about the benefits to the economy when there are more training opportunities for
young people, and encourage them to participate in the development effort. Naturally, the
priority VCs will be targeted to ensure that there are sufficient apprenticeship and internship
opportunities to address skills gaps, but the campaign may beneficially be extended to cover
the entire economy to promote learning opportunities across the board.

In the short and medium term, however, Rwanda will not be self-sufficient in high-end
skills and will have to complement training programmes with foreign workers. Rwanda
is leading the African Union initiative on visa-free travels and has already taken steps to make

87 A 2016 MINICOM survey of producers indicate that almost half of the Rwandan private sector has experienced a
demand increase as a result of the campaign. Imports reduced by 2.7% in 2016 (BNR), a drop which is partially at-
tributed to the MIR Campaign.
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it easier for especially East African nationals to live and work in Rwanda without needing to
obtain work permits. The Directorate General for Immigration and Emigration (DGIE) in col-
laboration with MIFOTRA is also reviewing the process that firms have to go through to hire
foreign nationals, making it simpler and easier to complete labour market tests and demon-
strate the lack of local skills, necessitating hiring foreign workers. Once completed, labour
market needs will be assessed by MIFOTRA and the Capacity Building Secretariat ensuring
that work permits are accessible for those professions where local skills are in short supply.
This, together with the previous section on skills development, will position Rwanda as a re-
gional hub for talent and improve the attractiveness of the country as an investment destina-
tion.

The EDPRS Il saw substantial progress towards creating an entrepreneurial culture in
Rwanda, driven by the flagship National Employment Programme (NEP). While firm en-
try rates38 were reported to be below the regional average in 2013, recent data suggests that
firm entry has almost doubled from 0.78 to 1.49 since 2010, ahead of Germany (1.29) and
Canada (1.40). Thisis to a large extent due to GOR’s efforts to promote entrepreneurship as a
viable career path. GOR through NEP has rolled out a nationwide network of Business Devel-
opment Advisers (BDAs) and incentivized them to ensure SMEs access funding by withholding
part of their payment until the SME accesses funds from a SACCO. Combined with toolkit loans
to recent TVET graduates and entrepreneurship modules in secondary schools, this system is
intended to promote self-employment through entrepreneurship and will continue through-
out the NST-1. At the moment, however, the quality of BDAs varies significantly across the
country, they are all generalists and entrepreneurs have little knowledge about the skills of
the BDAs.

To promote higher quality of publicly provided BDS, BDAs will be required to obtain
accreditation to one of three levels. All BDAs did receive basic training before being as-
signed to a post, but continuous education and accreditation will enhance their impact signifi-
cantly. It will also be necessary to tweak their incentive structure somewhat, to make BDAs
interested parties in SME survival beyond the point of accessing finance from SACCOs. With-
holding a small share of their payment until their mentees reach one year would be one way
of achieving this. A new BDA association will be charged with overseeing the development
and continuous administering of trainings and examinations.

Finally, a feedback system will be introduced where SMEs can review BDAs to allow for
informed choice of adviser. Such a system serves dual purposes: it allows entrepreneurs to
‘shop around’ for the best BDA in their area, plus it gives BDAs an added incentive to provide
good quality service to their customers and improve based on their feedback. The system is
easily designed using a nationwide SMS feedback tool, where the individual BDAs’ scores and
reviews are publicly accessible via a USSD platform. The system should also enable entrepre-
neurs to provide feedback about the programme in general and offer suggestions for subjects
to include in the BDA training. Specialised knowledge sharing will be targeted through the
GAFI, by leveraging the sector-specific expertise of the Anchors.

5.2.2 Technology, Innovation, Standards and High-Growth Entrepreneurship

The level of productivity and technology usage across VCs will be crucial determinants
of their overall levels of competitiveness. It has been noted above how the Rwandan pri-
vate sector sits on the fringes of national efforts to promote innovation and technology up-
grades, and reversing this trend is a key pillar of the present strategy. There are multiple bar-
riers to firms’ uptake of new technology, including knowledge gaps, access to finance and ac-
cess to skills. Few so-called high-growth entrepreneurs do uniquely find innovative solutions

38 New formal firms registered per 1,000 working age population
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to current challenges, adapting solutions to the Rwandan context and achieving truly spectac-
ular growth spurts. Research3® indicates that globally, these high-growth entrepreneurs are
responsible for more than 70% of job growth despite only accounting for 3-5% of firms. They
are especially negatively affected by market failures that restrict the free flow of information
and ideas, the formation and maintenance of business networks and social capital and the
flow of risk capital to innovative business ideas. These are constraints that exist to varying
degrees in Rwanda and which must be addressed.

As a first step, MINICOM will therefore develop a high-growth entrepreneurship and
social enterprise policy. This will set out the principles for ensuring that those market fail-
ures are adequately addressed while supporting the emergence of supportive ecosystems,
with opportunities for mentorship, patient capital and easy access to GOR institution facing

Incubators and accelerators have gained popularity across the world as a way to promote high-
growth entrepreneurship. Successful incubators, such as Silicon Valley’s Y Combinator or the South
African RaizCorp, have generated significant success, but they are very resource-intensive, working
only with a select few entrepreneurs at a time, and invest heavily in the individual entrepreneur as
well as the company. Even so, Y Combinator reports a survival rate of 10%. The return on these
10% must therefore be high enough to cover the costs of running the incubator — hence also why
so few incubators globally are sustainable.

Given the few number of beneficiaries, incubation and acceleration is typically not pursued with
public funds, but tends to be purely private initiatives, lured by the potential for high financial re-
turns if just a few participants turn out to be gazelles (high growth start-ups). Rwanda already has
more than five private and non-profit incubators with an impressive track record, applying focused
attention to a select few number of entrepreneurs over a sustained period of time. In the spirit of
private sector-led development, GOR will therefore not seek to establish its own incubator or ac-
celerator, but will rather focus on removing any barriers to information and on attracting private
investment in BDS and patient canital.

Box 3: Should GOR start an incubator? Source: Estimated from received business proposals

the private sector, such as RRA and RSB. These institutions will therefore as a minimum have
highly skilled staff members manning advisory desks and query points and they must dedi-
cate resources to answer questions and provide guidance. The Rwanda Innovation Fund is in-
tended to channel risk-loving capital to new ideas and support start-ups, while the existing
ecosystem for entrepreneurship development must be nurtured and encouraged to flourish.
During the elaboration of the high-growth entrepreneurship policy, the Government will also
develop a social enterprise policy to review the legal and regulatory framework for this new
class of businesses that have social objectives. This will support increased capital flows and
innovation in social businesses, and put Rwanda at the forefront of social enterprise innova-
tion on the continent.

Successful incubators are costly around the World that is why a selective and target full ap-
proach is recommended to identify talented and innovative high-growth entrepreneurship
and accompany them in the process until they become stable and conquer the market. In this
regard, purely private initiatives is not feasible in the prevailing conditions. The Government
will establish key Incubators which are accelerators for growth and provide business devel-
opment and production process solutions to gazelles entrepreneurs. Rwanda has already ini-
tiated in partnership with Development Partners incubation centers (KLAB, Masaka Incupa-
tion Centers and Nyarutarama and IPRCs incubations.), however some are not well equipped

39 World Bank, 2016, Growth Entrepreneurship in Developing Countries: A preliminary literature review.
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and do not have expertise necessary to bring entrepreneurs at the technological frontier in
the identified CVs. To that end, few high end incubators will be identified and be strengthened
or established to promote creativity and innovation culture especially among youth and sup-
port talented youth to realize their potentials as a way to promote massive and decent jobs.
Those incubation centers will also be technology demonstration for standards compliance in
the VC for SMEs with production contents deficiencies. Existing incubation centers have lim-
ited capacity to support SMEs improve products’ contents. One of those incubation centers
will be imbedded in the Kigali Innovation City concept to leverage on agglomeration effects of
world class Universities and high Tech industries. A program on production and business In-
cubation centers targeting high growth entrepreneurs will be developed and approved to
guide the implementation process.

The National Science, Technology and Innovation (STI) Policy and NIRDA'’s technology
upgrade and support programme will be key initiatives to promote technological up-
grades across the priority VCs. NIRDA’s programme works with key private sector actors to
assess their current levels of technology and support them to make appropriate upgrades.
Through careful selection of upgrade-ready companies, NIRDA facilitates TA to the firm and
helps them identify the required upgrades, while ensuring that demonstration effects to the
rest of the value chain is maximized. Given the multiple barriers resulting in such upgrades
not happening organically, this programme must be closely linked with the rest of the inter-
ventions set out in this strategy, notably linking SMEs with Anchors (especially foreign inves-
tors) to support knowledge transfers; access to finance through credit being channeled to pri-
ority VCs and the Rwanda Factoring Platform, the coordination of all of which is done by the
DSDU. The Rwanda Resource Efficiency and Cleaner Production Centre will be another key
partner in the successful implementation of this programme, ensuring that upgrades include
improvements in a company’s resource efficiency and reduces their overall environmental
impact. All of the above forms the basis of the private sector interventions under the planned
National STI Policy, which also will consider links with academia and civil society. NIRDA is
therefore a key implementing partner of the STI Policy and will contribute significantly to its
finalization and operationalization.

Having appropriate technology and skills must be complemented by the ability to veri-
fy quality through standards certification. RSB has in recent years expanded their cata-
logue of standards quite substantially and made major improvements to their laboratories
and services offered. In the spirit of facilitating trade and reducing NTBs, RSB is also heavily
involved in regional harmonization of standards. They are therefore now able to offer a wider
range of standards with wide geographical recognition, at a subsidized rate. However, not all
standards required by the priority VCs identified in this strategy are currently available, and
each VC Action Plan will therefore include an assessment of which standards must be added
to RSB’s catalogue as well as an assessment of any new testing equipment to be procured. The
DSDU will work with Anchors to identify the key industry standards necessary to access sup-
ply contracts, and support firms to make the necessary investments to achieve them through
individual SME improvement plans. The creation and implementation of these individual im-
provement plans will form the biggest portion of the DSDU'’s work.

To further support in-firm innovation and technology upgrades, RSB will also imple-
ment a Graduate Placement Programme, aimed particularly at agro-processing sectors.
Ensuring food safety in firms working with products intended for human consumption has
proven a challenge in recent years with only 16 companies having achieved HACCP certifica-
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tion in mid-201740. The RSB Graduate Placement Programme starts with an intensive short
course on food safety delivered to recent graduates in food science, engineering or other rele-
vant subjects after which they are placed in SMEs in priority agro-processing VCs to further
support them achieve and maintain necessary standards. The graduates will be supervised by
a senior expert but will in their day to day work be considered as employees of the SMEs. This
setup will develop critical skills in priority VCs, upgrade the quality of SME products, as well
as equip a future generation of managers and potential entrepreneurs with the prerequisite
technical knowledge to ensure food safety compliance from the onset. Acquiring a standard
certificate has proven to be an easy and affordable process for start-ups and SMEs. A special
technical support program of standards compliance will be initiated to support youth projects
in the VC to meet the extended catalogue of standards especially in agro processing chain.
Standard compliance is very costly for start-ups and matching subsidy fund will be initiated
under National Employment Program to reduce the transaction cost and the cost of acquiring
a certificate. Capacity building of a pool of professional certified standards compliance advi-
sors will be undertaken through graduate placement program and will later coach SMEs and
start-ups in VC to upgrade and comply with the requirements in certification process.

Standards certification must be complemented by adequate inspection. The newly estab-
lished Rwanda Inspectorate, Competition and Consumer Protection Authority (RICA) will
commence operations at the very beginning on this strategy, providing best-practice separa-
tion of public bodies that facilitate and inspect standards adherence in the private sector. RI-
CA has a broad mandate, covering agricultural and manufactured products as well as all mat-
ters pertaining to consumer protection in Rwanda. Operationalizing this important institution
will be important, building upon the successes of RALIS, RSB and others. RICA and RICA’s in-
ternational recognition will have an important role to play in facilitating trade and exports
(see also section 5.3.3 below).

Finally, aligning the High-Growth Entrepreneurship Policy with the VC Approach re-
quires specific incentives for high-growth entrepreneurs to enter the prioritised VCs.
Such incentives may be implicit (increased GOR attention and facilitation will make the sec-
tors more attractive for skilled entrepreneurs), or explicit, such as tax breaks for new compa-
nies forming in the prioritised VCs. The Anchors will again become key implementing part-
ners of the High-Growth Entrepreneurship Policy, whereby GOR will establish a VC Mentor-
ship and Bursary Programme, supported by Anchors, whereby identified high-growth VC
players can access international BDS and receive mentorship from Anchors. Furthermore,
RRA, RSB and other key GOR institutions will set up specific advisory desks, who may help en-
trepreneurs navigate the regulatory environment. This, combined with the added incentives
for the financial sector to channel credit to the priority VCs, will incentivise Rwanda’s smart-
est entrepreneurs to open companies in the priority VCs.

5.2.3 Backbone Services and Priority Service Sector VCs

Services constitute almost 50% of GDP and made up 46% of exports in 201641, yet the
potential of services to boost growth is underutilized. Promoting backbone and export
service sectors will be key for a number of reasons for Rwanda. Firstly, all firms are consum-
ers of backbone services such as finance, ICT, accounting, legal, logistics and security services
and it is estimated that a 10% productivity enhancement in backbone services translate into

40 Hazard Awareness and Critical Control Points Certification (HACCP) is an international standards system, en-
suring food safety, and it is required by most large buyers of products intended for human consumption and for
access to export markets.

41 NISR, National Accounts; BNR, BOP
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up to 0.5% increase in goods exports, especially manufacturing exports42. Secondly, services
hold enormous export potential in their own right, witnessed through the rapid growth in
tourism exports which at $390m in 2016 constitute the largest export category in Rwanda.
Services exports are not hindered by the high cost of transporting goods to Rwanda, reducing
a major barrier that Rwanda otherwise faces. Finally, at almost 50% of GDP, the majority of
service firms are in wholesale and retail trade which suffers from labour productivity that is
only marginally higher than agriculture (see Figure 7, p. 9) and an average capacity utilization
of a meagre 28%43. This means that there is a large untapped potential in services that may
contribute to the transformation of the Rwandan economy towards prosperity.

Service sector firms tend to have few physical assets nor utility needs, making human
capital and government regulation their biggest competitiveness determinants. Skills
development and streamlined regulation will therefore be the two major interventions going
forward. The types of skills, however, required by backbone services are high-end, profes-
sional skills which are in short supply in Rwanda as in most other developing countries. At-
tracting foreign investment in higher education to address the high-end skills deficit will
therefore continue to be a priority and the Investment Code is already updated to reflect this,
listing education as a priority sector.

Practically, the Kigali Innovation City (KIC) model offers promising early signs of scala-
ble impact for knowledge-based service sectors. Through targeted investment promotion
to high-end academia and by exhibiting continental leadership on the matter, GOR managed to
attract global leaders to the ICT SEZ as well as the Smart Africa Initiative Secretariat. Rwandan
and foreign students are now being equipped with skills in ICT, which in turn makes Rwanda
a more favourable destination for investment projects that need those skills. Registered ICT
investments reached almost $180m in 201644. The universities in KIC have been supported to
foster close links with the private sector and now offer internships, corporate practicums, re-
search collaborations and programmes for supporting students through scholarships. En-
couraging such close linkages between academia and employers will be the key to the success
of the KIC and it is a model that is scalable across the other priority knowledge-based service
VCs, i.e. finance, aviation services, and BPO.

Improved regulatory environments and meaningful sector-specific PPD will form the
second leg of strategic interventions to promote competitiveness of the priority service
sectors. Section 0 below details wider regulatory reforms and doing business improvements
that will facilitate the service sectors, but a key requirement is regular and meaningful public-
private dialogue through the Professional Services Forum and sector-specific forums as re-
quired. Where appropriate, regulatory streamlining includes simplification of licensing re-
quirements and tax procedures.

42 Shepherd, with Hoekman, 2016, Services Trade Policy in the East African Community: Lessons for Rwanda
43 |BES, 2015

44 RDB, registered investments data.
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5.3 Pillar 3: An Ecosystem Approach to Increasing Exports

Competitive value chains export more. Their products and services are able to compete in-
ternationally on both price and quality, and they are able to meet demand in a reliable man-
ner. Increased exports may therefore be expected as a natural side-effect of a more competi-
tive private sector. However, given the national importance of reducing the trade deficit, this
strategy sets out key ongoing and new interventions that will promote exports of Rwandan
goods and services. Goods exports have traditionally been hampered by the lack of suitably
large production facilities and an inefficient logistics sector, therefore, this section starts with
detailing the specific interventions needed to address those two constraints to producing for
exports, before detailing other aspects of trade facilitation and services needed to promote a
vibrant export sector.

5.3.1 Infrastructure and Logistics Facilities for VC Development

During the EDPRS Il, a number of strategic infrastructure and logistics projects were
initiated and are at various stages of completion in 2017. Many of these are still under
construction and will, upon completion, address some of the key infrastructure and logistics
constraints identified in Chapter 3 above. Furthermore, some VCs have sector-specific infra-
structure and logistics facilities needs that must be met to achieve overall competitiveness of
the sector. For sectors producing products with specific storage requirements such as cold
chains, inadequate infrastructure is a necessary prerequisite for being able to export due to
international standards requirements.

To alleviate challenges in public
utility provision for industrial
firms and exporters, GOR is de-
veloping eight additional Spe-
cial Economic Zones across the
country. Including the almost-full

Nyagatare

Musanze

[ ) 278ha Kigali Special Economic
by Zone (KSEZ), this will bring the
Ef;f;‘f:ﬂ‘*z‘::"e total area of land serviced with

[ ) @ high-quality infrastructure to over
Muhanga 1,000ha. In 2017, Bugesera and

Rwamagana

Rwamagana SEZs are under con-
struction and the remainder are
expected to be finalised within the
duration of the NST-1. The newly-
revised SEZ policy sets out clear
guidelines for developing and op-
erating the zones, as well as the
requirements to replicate the in-
tensive business facilitation that
Figure 14: Current and Planned SEZs in Rwanda. Blue dots has made KSEZ so successful at
represent district SEZs and red dots represent provincial SEZs.  increasing sales and employ-
ment*. The SEZs administrative

Bugesera .

45 Steenbergen and Javorcik, 2017, note that firms in KSEZ have seen turnover and value addition increase significantly
by operating in Zone, which the authors attribute to the high-quality facilitation that KSEZ companies receive from
GOR.
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and regulatory body, SEZAR, will also be linked closely to the work carried out by the DSDU to
further promote backwards linkages. Ensuring that each SEZ is equipped with a high-quality
One-Stop-Centre is therefore a key policy priority going forward.

Within SEZs, two types of specialised infrastructure are planned to specifically promote
priority VCs and exports, namely Advance Factory Units (AFUs) and Small and Medium-
Sized Industrialist Parks (SMI Parks). AFUs are so-called “plug-and-play” facilities ready for
investors to move into thus reducing lead times, and are in demand by export-oriented manu-
facturers. The SMI Parks are sector-specific zones set up to facilitate existing SMEs in priority
VCs with potential for growth currently scattered across the country to relocate to modern
facilities. This will allow these SMEs to access common infrastructure needed for growth, such
as cold chain facilities and centralised sewage systems, as well as also concentrating other
growth facilitation interventions such as support through NIRDA to upgrade technology. As
far as possible, private investment will be leveraged for the construction of AFUs, see section
5.1.5 above. Access to SMI Parks is governed by a set of principles set out in the SEZ Policy
whereby companies have to demonstrate that their current premises are a key obstacle to fu-
ture growth and that they otherwise have the capacity to expand. A first such zone is the Ap-
parel Manufacturing Zone in KSEZ, while another is planned for tannery companies in
Bugesera SEZ.

Kicukiro SME Park is an exciting home-grown solution to the industrial infrastructure
challenge, which is scalable nation-wide. In Kicukiro District, land earmarked for industrial
use was privately owned but lacked the necessary infrastructure to facilitate industrial firms
to set up as was envisioned by the City of Kigali's Masterplan. The local authorities did not
have the necessary resources to expropriate the land which would have been required to at-
tract large-scale private investment, or to develop infrastructure themselves. Instead, the
RTDA provided roads throughout the area, and the District helped the land owners team up as
required and find industrial tenants to whom they could rent the land on long-term basis. Plot
users themselves are responsible for connecting to the main grid and to develop other infra-
structure. As a result, by 2017 the 43.3ha is almost fully booked, hosting 16 companies, of
which 8 are already operational. This model offers great potential to scale across the country,
given that all districts have land earmarked for industrial use totaling more than 5,000ha but
the current state of infrastructure is widely insufficient for industrial use.

The Rwandan logistics sector is fragmented and inefficient, leading to high costs to
trade, both domestically and to reach the ports of Mombasa and Dar-es-Salaam. While
concerted trade facilitation in recent years has substantially brought down the time it takes to
reach either port, the costs remain amongst the highest in the world. GOR is therefore invest-
ing heavily in building centralised logistics facilities that will support logistics operators
achieve scale and bring down their costs. Key flagship projects include the Kigali Logistics
Platform (KLP), the Rubavu and Rusizi bonded warehouses, off-dock facilities in Mombasa
and Dar-es-Salaam and nation-wide agro-logistics and commodity collection centres. Imple-
mentation of these projects was commenced during EDPRS Il and the focus during the NST-1
will be to ensure the successful completion of all infrastructure projects. While not sector-
specific, the planned logistics facilities will provide relief for the priority sectors in goods
trade and agro-based production, complementing activities carried out in the agricultural sec-
tor under the PSTA-4 to specifically improve agro-logistics. The WTO Trade Facilitation
Agreement sets out a clear action plan for Rwanda to implement, which will also lower the
cost of trading (section 5.3.3)

Furthermore, certain VCs have specific infrastructure and logistics needs. This includes
the Meat VC, where there is a need to upgrade certain livestock markets around the country as
well as cold chain facilities for chilled and frozen meat products distribution. In such cases,
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the individual VC action plans will detail what infrastructural development and/or upgrades
will be necessary and they will be implemented.

5.3.2 Tradein Services

Services are presumed to hold enormous untapped potential for exports, even if the
current capacity to generate accurate data and analysis on services trade remains low.
Lack of accurate data and analysis is not unique to Rwanda, but generally a challenge to ser-
vices trade other than tourism since no physical product crosses a border that may be moni-
tored. Instead, Rwanda relies on surveys and estimates and do contain significant errors, as
evidence by the upwards revision of the 2015 service trade exports from $453m to $587m. A
first priority for the NST-1 years will therefore be to boost the capacity of BNR, NISR, MINI-
COM and RDB to produce better data, statistics and analysis of trends and opportunities in
trade in services. This will include conducting in-depth market research of opportunities for
exports of services, especially to other African countries, leveraging Rwanda’s three major of-
ficial languages, English, French and Swahili.

On the back of detailed studies, a Trade in Services Strategy will be developed, setting
out how identified opportunities will be exploited. This will involve interventions to pro-
mote further skills development, establishing market linkages and continuing to exhibit lead-
ership in trade in services negotiations, educational harmonization and the development of
mutual recognition agreements (MRASs). Within this strategy, the tourism sector will continue
to be awarded special attention, leveraging the success of gorilla tourism to develop and mar-
ket its brand as a high-end tourism destination. To enable this, RDB will continue to attract
investments in high-end tourism such as the recently attracted Wilderness Safaris and Singita
Resorts to provide a wider offering of luxury experiences for high-end tourists and conduct
targeted marketing efforts in strategic markets. This will be complemented by attracting in-
vestments to increase tourism product diversification to encourage more leisure tourists that
stay longer and spend more, e.g. entertainment parks, cultural experience, paragliding, cy-
cling. MICE will also continue to take a central role by continuing Rwanda’s strong track rec-
ord of attracting high value global events and conferences. Domestic tourism will also be
grown to increase overall tourism revenues. RDB will leverage on the successful Tembera u
Rwanda campaign to increase domestic
awareness of tourism attractions and | The WTO Trade Facilitation Agreement came into
offer competitive packages to incentiv- | force in February 2017, the first multilateral trade
ise increased domestic tourism. agreement to do so in 21 years. It is estimated
that full implementation across the world will
bring down the cost of trade by an average 14.3%
and for LDCs and African countries specifically by
An important piece of the competi- | as much as 23%, while exports could increase by
tiveness of a modern economy is the | as much as 3.5%. As one of the most expensive
ease with which firms may import | places in the world for a container to reach, such
and export. The VC approach to pri- | reduction in trade costs would be quite substantial
vate sector development does not pre- | for Rwanda, impacting greatly on the overall com-
sume that entire value chain must be | petitiveness of the economy. Uniquely amongst
domestic. Indeed, the textile and gar- | trade agreements, the TFA permits LDCs to defer

5.3.3 Trade Facilitation and
Trade Missions

ment sector is a good example of a val- | jmplementation of certain measures (Category C)
ue chain where Rwanda only enters at | yntj| 3 time that adequate resources may be se-
the level of processing, while importing | .,red.

cotton and other raw materials. For
other value chains, such as meat and
dairy, Rwanda will have a competitive
advantage in primary production as

Box 4: The World Trade Organisation's Trade Facilitation
Agreement. Source: www.wto.0rg
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well, and the VC approach will therefore promote the entire chain domestically. However, en-
suring that importing raw materials and capital goods as well as exporting final products is as
smooth as possible is what is known as trade facilitation and through the WTO'’s Trade Facili-
tation Agreement (TFA) which aims to eliminate all NTBs related to the movement, clearance
and release of goods, Rwanda has a serious action plan to deliver upon in the coming five
years. Actions are divided into three categories, A, B and C, and countries were able to allocate
categories themselves. Rwanda has been committed to facilitating trade since joining the WTO
in 1996 and the TFA measures will build upon a strong tradition of identifying and eliminating
NTBs and other obstacles to trade. The TFA is not sector specific and will benefit the economy
as a whole through reduced cost of trade.

There are three categories of measures to implement, each with its own deadline and
level of complexity. As an LDC, Rwanda has a deadline of February 2018 to implement Cate-
gory A measures. Rwanda’'s Category A measures include the ability to pay customs fees
online; simplified pre-shipment audits; a commitment to common border procedures; uni-
form documentation requirements as well as the establishment of a National Trade Facilita-
tion Committee, the NTFC. Rwanda, through the Single Customs Territory in the EAC has al-
ready made great strides on a number of these measures even if certain elements are still
pending. The NTFC was established in February 2017 and has already begun the process of
implementation under MINICOM chairmanship. Category B provisions must be implemented
over a timeframe of up to five years. For Rwanda, these measures include interventions such
as increased public-private dialogue, strengthening the appeal procedure for customs rulings
through RRA, gradually moving to an entirely paperless system and developing a standard-
ised reference manual for all cross-border agencies. Finally, Category C contains measures
that Rwanda will require support from its development partners to implement. These include
a comprehensive trade information portal (being developed with support from UNCTAD); es-
tablishing single enquiry points in all trade-related public institutions; facilitating access to
information about providers of various tests and standards accreditation; and enhancing the
cooperation of border agencies.

Several of the measures under the TFA fall under the mandate and responsibility of the
newly established RICA. In charge of inspection and consumer protection, RICA will be re-
sponsible for all border inspections and certifications. While ensuring the safety and quality of
product entering and leaving Rwanda is crucial, it is even more important that the procedure
of conducting such inspections is not unnecessarily cumbersome or time consuming. RICA will
therefore be an important stakeholder in all trade facilitation work and a key member of the
NTFC. The swift operationalisation and capacity development of RICA will therefore be im-
plemented in the first year of this strategy.

Simplification of trade measures, however, will only be effective in as much as a com-
mercial link has already been established. Rwandan firms have traditionally looked to Eu-
ropean and North American buyers for their products and services, but intra-African trade is
becoming increasingly important, as is trade to non-traditional markets such as the Middle
East and Asia. However, Rwandan firms struggle to establish links to these new markets and
there continues to be a role to play for the government to facilitate networking. RDB has tradi-
tionally carried out a successful Trade Linkages programme which will be continued in a tar-
geted manner, combined with the publicly-funded market entry studies to new emerging
markets for Rwandan products in Africa and beyond. As part of the incentive package to An-
chors, RDB will ensure that they are facilitated to gather sufficient information about the de-
mand in key new markets. The Rwanda International Trade Fair and Exhibition Park (RITEP)
will also be constructed and used to host trade fairs and forums.
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5.3.4 Digitally-Enabled Exports

The advent of modern ICT has revolutionized commerce across the world. From Amazon
and Ebay to Ali Baba, e-commerce has lowered transaction costs, levelled playing fields and
changed the face of retail trade as well as B2B trade across the world. Online retail trade may
only constitute 8.7% of global retail trade in 2016, but it is growing at double digits annually
and shows no signs of abating?*¢. The potential held in e-commerce to facilitate Rwanda’s par-
ticipation in global supply chains and to promote exports is significant and the new ICT4ACOM
Strategy therefore also explicitly targets the barriers to e-commerce found in the economy.
Crucially, e-commerce in Rwanda relates not only to online marketplaces but also to m-
solutions and simple USSD codes that may be used to facilitate domestic trade and address
some of the price discrepancies discussed in the chapter 3 of this strategy.

The ICT Chamber’s export strategy targets “digitally-enabled exports” as a key growth
sector for Rwandan exports. Broadly, this category of exports contains goods and services
sold via digital platforms, such as various goods marketplaces (Amazon, Ali Baba and the like),
service platforms (Upwork and the like) and firms’ own digital presences. The Trade in Ser-
vices Strategy will explicitly elaborate on how the ICT sector may be utilised to promote ex-
ports, while digitally-traded goods exports are discussed here. Attracting foreign private in-
vestment in e-commerce was discussed in section 5.1.5 above, while the ease and cost of
online payment systems are detailed in the section below. The logistics piece, another im-
portant piece of the e-commerce puzzle was discussed in section 5.3.1 just above.

Certain regulatory reforms will be necessary to enhance trust in digitally-enabled
goods exports, especially addressing gaps in consumer protection regulation. A lack of
trust is generally the biggest barrier to digital trade, followed by a general lack of awareness.
E-commerce channels only work to the extent that buyers and sellers can trust that the infor-
mation transmitted is correct and honest, given the physical separation of the buyer and the
product being sold. Hence, consumer protection guarantees are paramount for e-commerce to
flourish. The newly established RICA will therefore be mandated to develop the necessary
regulatory framework to govern sale and returns of goods via digital channels as well as in-
specting compliance. A general awareness campaign will also be required to promote the use
of e-commerce domestically and abroad.

Finally, most Rwandan firms will require significant training to be able to sell their
products via digital platforms. Most Rwandan firms are SMEs and not familiar with the ad-
ditional marketing requirements (photography, search-engine optimization, etc.), customer
service and the importance of good reviews, packaging and logistics requirements for selling
digitally. MINICOM will therefore implement a large scale training program to support Rwan-
dan firms to develop the specific soft and technical skills required to utilize e-commerce as a
channel for accessing markets.

5.3.5 Other Backbone Services for Exports: Export Finance and Open Skies

As with any aspect of economic growth, export growth is often hindered by the lack of
access to financial products and tailored services. The challenge for export finance several
forms, including access to investment capital for production and upgrading processes to meet
international requirements as well as the working capital needed to handle the extended
payment cycles often found in export contracts. The Export Growth Facility (EGF) was estab-
lished in 2015 to address these challenges for Rwandan firms, offering three different types of
financial products, namely interest rate subsidies, matching grants and export guarantees.
The EGF works through the commercial banking sector in Rwanda and has experienced some

46 eMarketer, 2016, Worldwide eCommerce Retail Sales: The eMarketer forecast 2016
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teething problems, with a mere eight companies supported within the first 18 months of its
existence. There is therefore a need to carry out a review of the EGF, covering its current focus
and eligibility criteria to ensure that it is targeted correctly as well as continue to scale it up
significantly.

Additionally, the ability to receive payments from abroad at an affordable cost will fa-
cilitate exports. GOR has been championing the cashless economy since 2014 with immense-
ly impressive success, but has so far, the focus has been on domestic cashlessness. The inclu-
sion of cross-border transfers to mobile services promoted in the regional NCIP project began
only in 2016 and receiving money from further abroad is notoriously expensive, ranging from
5-20%47. PayPal and other international payment systems are not available in Rwanda. Low-
ering this cost will be necessary to facilitate exports, especially of the low-volume, high-
frequency type that typically is traded via e-commerce channels as targeted above. However,
similar to the NCIP initiative on regulating regional roaming charges (the One Network Area)
which has an estimated benefit-cost ratio of 1:1,21548, there is a high potential for finding a
regulatory solution through introducing caps on transfer fees and including mandatory partic-
ipation in international payment solutions such as PayPal as a condition for acquiring a bank-
ing license. The financial sector SWG will lead this work but given the high importance for
promoting exports, PSDYE will be a close implementing partner.

More efficient and cheaper air traffic holds enormous potential for boosting exports
from a landlocked country like Rwanda. Together with Kenya, Uganda and South Sudan,
GOR has been pushing for liberalized airspaces in East Africa through the Northern Corridor
Integration Project (NCIP) and has realized an estimated $50m worth of direct economic ben-
efits by just liberalizing a few select routes, at the cost of only regulatory change#°. However,
the potential for further economic benefit and job creation in Rwanda alone is significant, es-
timated at 57% increase in traffic, almost 10,000 jobs created and a further $33m if a regional
agreement is reached on airspace liberalization and improvements in air taxation and infra-
structure is realized®0. The indirect effect of cheaper and more frequent air links for exports is
even more significant, facilitating exports of especially high-value perishables such as horti-
culture.

GOR through RCAA will therefore continue to push for airspace liberalization through-
out EAC and Africa. Rwanda leads the airspace management project within the NCIP and has
therefore been pushing heavily for its implementation, together with strategic investments in
the national carrier, RwandAir. GOR will continue this strategic focus, expanding the area of
negotiations from the EAC to across the continent and internationally and thus achieve its
commitments to all five freedoms listed in the 1999 Yamoussoukro Decision.

Regulatory liberalisation need to be accompanied by air tax liberalization. Currently,
approximate 40% of flight tickets within EAC are taxes and levies, which is uncompetitive5L.
Similar to the large demand response (between 5 and 10 times increases in traffic) witnessed
when regional roaming telecommunication charges were capped and taxes scrapped in 2014,
it is highly likely that there is significant latent demand for air travel within EAC. An uptick in

47 Data from www.remittanceprices.worldbank.org receiving money from Canada and the UK. This database does not
consider bank to bank transfers, but only money transfer firms. However, the prevalence and prices charged by these
firms illustrate that banks are no serious competition for international transfers.

48 Vanguard Economics, 2017, Measuring the Economic and Social Impacts of the Northern Corridor Integration Project
(NCIP) on Rwanda.

49 bid.

%0 East Africa Research Fund, 2016, Policy Note: What are the Costs and Benefits of the ‘Open Skies’ in the East African
Community (EAC)?

51 Vanguard Economics, 2017, Measuring the Economic and Social Impacts of the Northern Corridor Integration Project
(NCIP) on Rwanda.
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demand may therefore be more than enough to compensate for the lower tax per passenger
or cargo weight. A full review on how to liberalise air taxation will therefore be carried out,

which will also support the implementation of the VC Action Plan for aviation services which
is one of the priority sectors.
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5.4 Pillar 4: Streamlining the Regulatory Environment and Sharing In-
formation

The final pillar of this strategy focuses on the regulatory environment and the general
ease of doing business. Rwanda is the second easiest place to do business in Sub-Saharan
Africa according to the 2017 World Bank Doing Business Report, and the country is a global
leader in digital provision of services through Irembo. But, “Second-best in Africa” is not the
goal. Consultations with private sector have identified numerous areas where regulation can
be streamlined and improved to accelerate innovation, boost firm growth, and promote em-
ployment. The previous sections have touched upon issues of government regulation where
relevant but this section looks at the issue in depth, while Chapter 6 on implementation sets
out how public-private dialogue will be improved and continue to inform policy.

5.4.1 Lowering the Cost of Accessing Information and Government Services
through ICT

Through the Irembo Portal, Rwanda has taken significant strides to facilitate access to
information and government services. To date, Irembo has focused on government-to-
citizen (G2C) services, while government-to-business (G2B) services are available across a
number of different platforms, including RDB’s business procedures portal and RRA’s online
tax filing system. Furthermore, there is a variety of digital information portals available or be-
ing developed to share clear information about taxes, customs procedures and other regulato-
ry areas. MINICOM and RDB have also taken steps to develop digital feedback tools whereby
companies may lodge complaints, issues and constraints to their operations for government
follow-up. The impact of these dispersed efforts has been positive, yet there is room for fur-
ther impact through collecting everything into one system that is easy for companies to navi-
gate.

There is therefore a need to bring all G2B services, information portals and feedback
windows onto the Irembo Platform. Irembo (meaning Access or Openness) has received
international acclaim for its success in bringing government closer to the population and facil-
itating access to services and reducing bureaucratic delays. The interface is by now well-
known by most Rwandans who are able to apply for services and submit payments through a
variety of channels such as mobile money, card payments or bank deposits. A flagship initia-
tive from the 2017 ICT4COM Strategy is therefore to streamline all government services of-
fered to the private sector onto the same platform for ease of access, while also using the plat-
form as a space for information sharing and PPD. Irembo will thus be updated to include an
additional section, one for the private sector, a so-called Irembo Business Portal. Within this
private sector portal, there will be three further sub-sections — one for registrations, tax filing
and applications for various permits, licenses and standards; one for information about pro-
cedures and regulation on various aspects of doing business; and one where private sector
operators may be able to lodge feedback and share details of their constraints with policy
makers. Note that existing digital systems will not be rendered obsolete by this platform, ra-
ther Irembo will form the front-end user interface for services that are digitalised inde-
pendently by each institution. Irembo’s mobile platform will further afford access to SMEs and
companies that are less digitally literate.

Finally, the focal points mentioned in section 5.2.2 will also facilitate the ease of doing
business in Rwanda. These are in-person advisory desks in key institutions for the priority
VCs, whereby entrepreneurs may go to get specific advice and guidance on regulatory re-
quirements. This will help overcome sector-specific regulatory constraints by facilitating VC-
specific interaction with private sector players. All advisory desk workers will be required to
keep close records of the issues and questions brought to them by the private sector, to en-
sure that systemic constraints are identified and addressed permanently.
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5.4.2 Enforcing Small Business Contracts

The ability to enforce contracts affordably is paramount to the emergence of competi-
tive value chains. However, a nation-wide consultation by MINICOM in 2016 found that es-
pecially SMEs and informal firms struggle significantly with enforcing contracts and suffer

Globally, it is common legal practise to recognise and
enforce unwritten contracts. The Rwandan law gov-
erning contracts recognises verbal contracts for sales
under RWF 50,000 and accepts any signed document
indicating performance as sufficient evidence. This
means that e.g. an invoice is enough to show that the
two parties had a contract. Most Rwandan SMEs use
verbal contracts even for transactions over RWF
50,000, but commonly struggle to enforce them, both
as buyers and as sellers. When SMEs are buyers, they
have no legal recourse where goods or services deliv-
ered are faulty or sub-standard. As sellers, SMEs face
challenges in enforcing their contracts when they do
not have written evidence of their terms. This has se-
rious implications for the business which may have no
choice but to simply absorb the cost.

significant economic losses as a re-
sult. Since the vast majority of con-
tracts in Rwanda are verbal in na-
ture, providing sufficient evidence
can be challenging and disputes are
frequent, as discussed in section
3.1.3.3 above. There is therefore a
need to update the Internal Trade
Law to set out common forms of evi-
dence of verbal agreements such as
text messages or an invoice, as well
as develop implied terms for pay-
ments, reasonable pricing, and offer
consumer-protection-style warran-
ties to corporate buyers. This affords
protection to small and informal
firms who often struggle to take de-

linquent payers to task; return faulty
goods and who may be unaware that
e.g. a text message confirming an or-
der is sufficient evidence of a con-
tract. Concurrently, MINIJUST has begun work to establish a commercial small claims court
with a presence in each district, which will further strengthen the hand of smaller firms to en-
force contracts. The ability to do so, and the existence of implied terms will also allow poten-
tial VCF providers to be assured that they will be able to collect their payments, should any
buyer prove delinquent.

Subsequently, MINICOM together with PSF and MINIWUST will carry out a national
awareness about the implied contract terms and the commercial small claims court.
Unless SMEs are aware that they are able to enforce contracts, written or otherwise, they are
likely to not even pursue any action against delinquent payers. Lack of enforcement further
encourages powerful buyers or suppliers to renege on agreements or deliver sub-standard
goods or services. Conversely, a strong payment culture will support SMEs grow and access to
VCF, because factors will have higher trust that contract will be honoured. GOR itself must of
course lead the way and demonstrate strong commitments to honouring payment terms.

Box 5: The legal validity of verbal contracts and the potential
for growth in the informal sector

5.4.3 Better Regulation

Regulation is necessary for the functioning of markets, but must be continuously
streamlined and updated to not become an obstacle. As a general rule, simpler regulation
is always better than more complex ones, and the process of simplifying and streamlining
regulatory requirements unlocks significant resources to be deployed in the economy which
otherwise would have been wasted in compliance. Rwanda has made significant strides in this
area, evidenced by how the country has steadily climbed the World Bank’s Doing Business
ranking, becoming the 56 easiest place to do business in the world in 2017 and 2" in Sub-
Saharan Africa. GOR will continue to streamline and cut unnecessary regulation during the
PSDYES, which will require continuous conversation and dialogue with the private sector to
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identify and address issues as they emerge. Annex 8.7 summarises all regulatory reform im-
plications that stem from this strategy as well as the progress made on them to date.

The PSDS1 identified a number of regulatory reforms, some of which are still pending,
most notably the reform of the insolvency process. There is therefore unfinished business
to see to that these reforms are implemented as they remain relevant. While setting up a
business is easy in Rwanda, closing one is costly which erodes a lot of the business value and
places an implicit tax on starting a new venture. This is evident from the mismatch between
the number of companies registered with RDB which increased by more than 13,000 in 2016,
yet the rate of new companies appearing in NISR’s Establishment Census is closer to 500 per
year. Such a large discrepancy is evidence that the vast majority of those companies that reg-
ister either never set up operations or close quickly. This is not necessarily a problem to be
addressed, given that a dynamic economy will have a high degree of creative destruction
whereby uncompetitive firms fold and new ones emerge. The equipment, capital and entre-
preneurial energy, however, that is tied up in dying and dead firms is a pure drag on the econ-
omy and a streamlined insolvency process will free up these resources to promote transfor-
mation and prosperity. Reducing the cost of failure allows entrepreneurs to redeploy their
human and financial capital to new projects more quickly.

While there are notable improvements in the insolvency process, they remain cumber-
some and tailored towards large companies closing due to bankruptcy. There is a need
to introduce more nuance to the process by opening a simplified procedure for smaller com-
panies who are not VAT registered, have no debt or are closing for reasons other than bank-
ruptcy, e.g. one-person firms wishing to take up formal employment. Such enterprises may
not need an insolvency lawyer or go through various bureaucratic processes but should be
able to cease operations as easily as they have registered in the first place. There is also a need
to generally increase the capacity of Rwandan legal professionals offering insolvency advisory
services through a strengthened Rwanda Insolvency Advisory Board, to support companies
navigate the process. Additionally, there is also a negative stigma surrounding the insolvency
process, which prevents firms from taking advantage of the protection offered by the formal
process. A widespread awareness campaign is therefore necessary.

A second area of unfinished business from the PSDS1 is the simplification of the tax
code and the creation of so-called Tax Business Advisory Councils. While RRA has made
tremendous improvements since 2013, notably with the ability to pay taxes online and the
streamlining of paying central and local taxes, certain challenges persist. Due to its financial
implications and the strict but understandable penalties attached to misfiling taxes, taxes and
the practise of tax collection is a subject close to most business owners’ hearts. To ensure that
the system is as transparent and predictable as possible, the PSDS1 detailed the formation of
specific business advisory councils that would meet with RRA and other GOR institutions on a
regular basis, thus ensuring that the PPD around this important aspect of regulation is fre-
quent, clear and accessible.

An emerging area of regulatory debate is employment regulation. Job creation is central
to GOR’s development agenda, yet the regulatory requirements that firms must comply with
to hire and fire workers is emerging as a constraint to job creation. Especially the tax burden
and mandatory social security contributions have been cited as a barrier, disincentivising the
creation of entry-level jobs and internships which are so important for youth to gain a foot-
hold in the labour market. A full review of employment regulation will therefore be carried
out, exploring opportunities to lower the cost of hiring young Rwandans through e.g. exempt-
ing youth under 30 years from paying income tax or exempting stipends for interns from
withholding tax while maintaining the ability from firms to claim stipends as business ex-
penses. The recommendations from this review will be part of the communications material
for the “Train a Rwandan” Campaign detailed in section 5.2.1 above, encouraging the private
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sector to hire more young Rwandans while also sharing information about the improved regu-
latory environment.

Finally, but not least, another important area of regulation that has gained prominence
since 2013 is that of intellectual property rights (IPR) protection. Ensuring that firms are
able to protect their intellectual property will be paramount to promote the type of innovative
firms targeted in Proof of Concept Country Policy and initiatives aimed at increasing innova-
tion. For certain sector, such as the creative industries, IPR can be the single most important
factor determining their viability. Given the emphasis on digital skills and entrepreneurship,
this strategy will incorporate the Creative Commons licensing framework. The competitive-
ness of high growth innovative firms is affected by their ability to protect intangible assets
such as Intellectual property (IP). RDB through the intellectual property office registers all
intellectual property rights (IPR) and has conducted several awareness and capacity building
activities for private sector players on the benefits and procedures of IPR protection. While
there has been low response in the past, there has been a recent spike of interest in IP espe-
cially following the Made in Rwanda campaign. MINICOM has also recently reviewed the IPR
Law and is launching a large-scale awareness and sensitisation campaign of the business
community, lawyers and judges, which will further support firms to enforce IPR protection.
Further, the low capacity in the drafting of applications for more sophisticated technological
inventions that are eligible for patents and utility models shall be addressed through partner-
ships with international agencies such as WIPO. A robust capacity building program will also
be necessary to equip firms to develop their internal IP strategies.

52



6 IMPLEMENTATION AND MONITORING

6.1 Roles of Various Stakeholders and Institutional Coordination
Mechanisms

Developing VCs will take concerted efforts from a very long list of stakeholders. A key
lesson from EDPRS Il was that close institutional coordination and joint implementation is
critical to achieve high results — but also that achieving ambitious results is possible, if such
institutional coordination is achieved. As mentioned in Chapter 4, ensuring broad political and
institutional consensus and coordination will therefore be the most crucial success factor for
the VC approach to succeed. The DSDU in RDB will act as a natural nucleus for many of the VC-
promotion programmes but wider coordination, understanding and partnership with the pri-
vate sector will be necessary.

Several of the priority VCs are agro-based and hence highly dependent on agricultural
productivity. This necessitates that MINAGRI and other agricultural stakeholders become
key partner through integrating priority VCs in the Crop and Livestock Intensification pro-
grammes (CIP and LIP), and other relevant programmes such as agro-logistics. This will not
only ensure a more stable but also higher quality supply of necessary raw materials and in-
puts to the agro-based priority VCs, which currently is listed as major constraint for agro-
based industrial value chains. Such linkages will also increase the competitiveness of the rest
of the value chain, as well as achieving broad-based, inclusive growth linked with poverty
eradication.

Naturally, however, the most important stakeholder of this strategy is the private sec-
tor itself. Not only will the dedicated involvement of Anchors be paramount for the success of
the VC approach, but all VC players must be engaged and their actions aligned for the common
objective of improving the competitiveness of their respective VCs. It is important that GOR
continuously engages with the private sector, receiving advocacy and accommodating con-
cerns and suggestions as they emerge. There is therefore a strong need for targeted, mean-
ingful and regular public-private dialogue (PPD). Such PPD should be focused on specific
topics to be useful, bringing together relevant stakeholders to solve particular issues. The MIR
Policy sets out a clear institutional framework for organising these, i.e. the Quarterly MIR
Breakfast Meetings, chaired by MINICOM, held off-premises to encourage a free atmosphere
and targeted to specific issues, sectors or opportunities. RDB’s popular Investor Dialogue
Days (IDDs) and Open Days will also continue. These meetings will also be useful for holding
GOR to account on its intervention promises, update the private sector of progress being
made and form partnerships for success. Furthermore, a key pillar of the VC Approach fol-
lowed in this Strategy is the establishment of Sector-Specific PPD mechanisms, whereby
permanent institutional structures such as industry organisations are set up or strengthened
for each priority VC, to be chaired by the private sector but with adequate representation of
relevant GOR institutions. These forums will provide input to continuous reforms and ongoing
efforts needed to facilitate the priority VCs.

In central government, RDB and MINICOM remain the largest stakeholders in private
sector development in Rwanda. While MINICOM is the overall policy-maker, RDB will house
the key coordination unit for several of the interventions described above, namely the Do-
mestic Supplier Development Unit, DSDU. The establishment and allocation of adequate
resources to this unit is therefore a key priority to ensure smooth implementation. Local gov-
ernment will play a key role especially in skills development, entrepreneurship promotion
and technology upgrades. Various other GOR institutions are stakeholders on different com-
ponents of the strategy:
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Table 4: Key implementing agencies for each programme

Promoting competitive value chains made in Rwanda

Growth Anchor Firm Initiative RDB MINICOM, WDA, MINECOFIN,
BNR, RSB, NIRDA,
Domestic Supplier Development Unit RDB MINICOM, RPPA,
Access to credit and patient capital MINECOFIN RDB, MINICOM, CMA, BNR,
BRD
Rwanda Factoring Platform and legal BRD; MINICOM MINECOFIN, BNR, RDB
reforms
Investment promotion RDB All GOR
Increasing firm-level productivity and enhancing diversification
Promote employment through skills NEP Team CESB, WDA, MINICOM, MINI-
development, entrepreneurship, and YOUTH, Districts
regulation
Technology upgrade support NIRDA MINICOM, NCST, RSB, REMA,
CESB, MoE, districts
RSB Graduate Placement Programme RSB MINICOM, NIRDA a
High-growth entrepreneurship policy MINICOM; RDB S
and support a3
Backbone service skills development  RDB NUR; private institutions of g
higher education, DGIE, =2
MIFOTRA, MINIYOUTH -
An Ecosystem Approach to Increasing Exports 8
Infrastructure for exports (SEZs, MINICOM with private  RDB, SEZAR, MININFRA, NIR- T
AFUs, trade logistics infrastructure) investment DA, Local government, %
Trade in services RDB; MINICOM BNR, NISR, MINAFFET, KCC 8
Convention Bureau =
Trade facilitation MINICOM RDB, RRA, RSB, RICA (03:
Trade missions RDB MINICOM; OTP; PMO 5
Digitally-enabled exports MINICOM RISA; MICET w
Export finance and international MINICOM MINECOFIN; BRD; BNR; finan- "
payments cial sector e
Open skies RCAA MINICOM; NAEB; RRA =
Streamlining regulation and access to information &
Irembo Business Portal RISA; Rwanda Online MINICOM, RDB, RRA, RSB,
NIRDA, local government
Advisory desks All GOR institutions
facing the private sec-
tor
Enforcing small business contracts MINICOM; MINIJUST Local government
Employment regulation review MIFOTRA MINICOM; CESB; MINIYOUTH
DGIE
Intellectual property rights protec- MINICOM; RDB JUSTICE SECTOR
tion
Continuous better regulation MINICOM; RDB All GOR institutions
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Capacity Development will be necessary across the board. With the increased number of
projects and scaling up of several existing projects, there is a need to match the work load
with increased capacity of the implementing institutions. There are also several CD interven-
tions targeting the labour force and the firm population itself, which will contribute to the
overall level of capacity in the country. Annex 8.5 details the specific CD activities to be car-
ried out.

At the national level, the PSDYE SWG will be the primary forum for coordination and infor-
mation sharing and MINICOM as the Chair remains the overall coordinator of the strategy’s
implementation. SWG meetings are held bi-annually in conjunction with sector Joint Sector
Reviews, where stakeholders are updated on progress, priorities are selected for current ac-
tion plans and stakeholders update each other on new policy and programme developments.
Technical sub-Sector Working Groups are held quarterly where challenges in implementation
are discussed and addressed, drawing together the entirely of the stakeholders, including the
private sector, at a technical level. Additionally, the Industrial Development and Exports
Council (IDEC), an intra-GOR forum for coordination on specifically exports and industry,
meets on a quarterly basis, and the bi-annual SME Forums bring together SMEs in particular
clusters to discuss issues specific to the smaller end of the firm size distribution. For trade in
services and general backbone service productivity enhancement, the key technical forum will
be the Professional Services Forum.

NEP National Steering Committee constituted by lead institutions of NEP Pillars with core
responsibilities to provide overall leadership of NEP coordination and address institutional
challenges that may arise on the course of implementation by ensuring the NEP is implement-
ed and developing in accordance with National policies and development goals. The forum
provides overall guidance and orientation on key priorities of the program; it receives and
approves progress reports on a quarterly, annual basis, and assessments and provides rec-
ommendations and feedback for policy and program adjustment towards effective implemen-
tations and considers the final NEP implementation plans and budget.

6.2 Monitoring and Evaluation Framework

Since this is not a new strategy, but a continuation of the PSDS1, many of the same indi-
cators remain in place. MINICOM as the sector Chair will continue to lead on the production
of bi-annual joint sector reviews, highlighting progress, challenges and short- to medium-term
priorities for achieving the sector’s outcomes. In terms of specific indicators, the targeted
high-level outcomes remain an improved trade balance, increased productivity and innova-
tion, investment promotion and off-farm job creation. Annex 8.2 details how the priorities and
interventions of this strategy map onto the priority outcomes of the NST-1.

The PSDYES extend the focus slightly from supporting start-ups and creating an entre-
preneurial culture to also supporting productivity enhancement and increased compet-
itiveness of existing firms. Naturally such a shift has implications for the indicators used to
measure success. Getting the monitoring framework right is important, and it is paramount
that indicators measure outcomes over mere outputs. The PSDYES will therefore monitor the
following indicators (Annex 8.3 contains the data sources and metadata for each indicator):

Table 5: PSDYE indicators for 2018-2024

1.1 Create 1.5m (over 1.1.1 Productive Jobs 3million persons em-
214,000 annually) productive ployed for pay or profits
jobs for economic develop- (LFS 2017)
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ment 1.1.2 Labor productivity in off- Baseline to be established

farm sectors (MINICOM and CESB)
1.1.3 Number of active firms, older Baseline to be established
than two years with four or more (MINICOM)
employees
1.3 Establish Rwanda as a 1.3.1 Total factor productivity Baseline to be established
Globally Competitive (MINECOFIN)
Knowledge-based Economy 1.3.2 R&D expenditure as share of Baseline to be established
GDP (NISR)
1.4 Promote Industrialization | 1.4.1 Export growth (17% annual- 10.8% (EDPRS average)

and attain a Structural Shiftin | ly)
the export base to High-value

goods and services with the 1.4.2 Manufacturing share of total 4.9%
aim of growing exports by exports
17% annually 1.4.3 Services share of total ex- 46%
ports
1.4.4 Industry as share of GDP 16.5%
1.4.5 Ha. Of serviced land 278
1.5 Increase Domestic Savings  1.5.1 FDI as share of GDP 4.1%
and position Rwanda as a hub
for financial services to pro- 1.5.2 Private Investment as share 13.3%
mote investments of GDP
1.5.3 Credit to SMEs as share of 7.8%
GDP

There are six new indicators in the monitoring matrix, two of which add more insight to
the trade balance challenge, while the other four monitor aspects of productivity and
innovation. The two indicators on the trade balance, namely manufacturing and services’
share in exports, add further understanding of how resilient Rwanda’s trade position is and
informs policy makers about vulnerability to external shocks. Together they replace the
PSDS1 indicator on non-traditional share of exports, improvements in which have been driven
by re-exports in recent years, which, while still a welcome source of foreign exchange, does
not stem from economic transformation nor increased competitiveness. The two new indica-
tors combined will offer insight into the extent to which Rwandan exports are diversifying in-
to the desired, resilient, value-added sectors and thus increasing the resilience of the economy
in the face of international commodity price fluctuations.

The indicator on firm resilience replaces the current indicator on SME registrations.
This is appropriate because business registration alone does not offer insight into what really
matters — whether the registered company actually operates, makes sales, pays taxes and
generates employment. Due to the ease with which one may register a company in Rwanda,
RDB data on registrations and NISR and RRA data on existing, operational firms therefore also
exhibit large discrepancies, whereby only 1,000 new companies joined the formal, active firm
population between 2011 and 2014 as per the Establishment Census, while RDB annually reg-
isters more than 15,000 new companies. Firm survival should not be considered an end in it-
self and the proposed new indicator measures firm resilience and ability to grow by focusing
on the absolute number of firms that ‘make it’, rather than the share of firms dying. MINICOM
and NISR are responsible for estimating the baseline and collecting data on a regular basis.

The TFP indicator measures improvement in overall competitiveness. It is not without
controversies as its methodology consists of measuring the residual after observable factors
are taken into account. The rationale behind TFP is that the unexplained growth once labour,
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land and capital have been accounted for, must be due to increases in productivity. However,
the residual contains the sum of all errors in all other accounting and it may therefore be chal-
lenging to measure at a sufficient level of accuracy where trends are apparent. Nonetheless,
the data needed for this indicator is readily available in Rwanda making it the preferred indi-
cator for measuring overall improvement in productivity. MINECOFIN will provide the TFP
estimates for the monitoring efforts.

The indicator on R&D expenditures is an important outcome indicator for tracking in-
novation. Countries that have managed to maintain high growth rates over decades have all
consistently invested heavily in innovation and R&D. Currently, Rwanda is presumed to have
a relatively low score on this indicator, yet without a baseline it is unclear whether current
levels of investment in the necessary productivity enhancements are sufficient. This indicator
will therefore be a key measure of the extent to which Rwanda is on the right track to become
a knowledge-based society. NIRDA, NCST and NISR will design the exact metadata and moni-
tor ongoing progress.

The final new indicator on labour productivity addresses the issue of knowing what
kind of jobs are being created in Rwanda. While the EDPRS2 period has seen a sharp accel-
eration in the rate of job creation, it is not clear to what extent these jobs are permanent, tem-
porary or casual, or how productive or decent they are. For the individual worker, however,
these are important issues affecting their livelihoods and ability to live a prosperous life.
MIFOTRA, CESB and MINICOM will develop the metadata for this indicator together with NISR
and will collect data for monitoring.

Table 6: Targets for PSDYES priority indicators

Annual exports 10.8% 17% 17% 17% 17% 17% 17%
growth (EDPRSII
average)

Manufacturing 4.8% 5.0% 55% 6.0% 6.5% 7.0% 7.5%

share of total

exports

Services share of = 46% 47% 48% 49% 50% 51% 52%

total exports

Industry as 16.5% 17.6% 18.1% 19.4% 20.3% 21.0% 21.7%

share of GDP*

Ha. of serviced 278 378 458 558 666 776 1,009

land (SEZs oper- (Bugese | (Rwama- (Bugeser (Musan- | (Nyaga- (Rusizi,

ationalized)52 ra gana) a Phase zeand tare and  Mu-

Phase I) 1)} Nya- Huye) hanga
bihu) and

Bugeser
a Phase
1)

FDI as share of 4.1% 4.3% 45% 4.7% 4.8% 4.9% 51%

GDP*

Private Invest- 13.3% 15.9% 16.1% 16.8% 17.9% 18.6% 19.7%

ment as share of

GDP*

Number of ac- 2 Base- Baseline + Baseline Baseline | Baseline + | Baseline

52 preliminary. These targets should be reviewed regularly to reflect changes in demand and private investment
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tive firms, older line +|4% + 6% + 8% 10% +12%
than two years 2%

with four or

more employees,

disaggregated by

gender of owner

Total factor TBD As a new indicator; Baseline and Targets will be established in the first
Productivity year of implementation
(TFP)
R&D expendi- TBD As a new indicator; Baseline and Targets will be established in the first
ture as share of year of implementation
GDP
Productive jobs | 146,000 | 153,00 | 207,000 234,000 240,000 255,000 282,000
created annual- | (2011- 0
ly, disaggregated | 2014 off
by gender farm av-

erage)
Labour produc- | TBD As a new indicator; Baseline and Targets will be established in the first
tivity in off-farm year of implementation
sectors

* Targets are in calendar years, based on MINECOFIN projections

PSDYES targets have been linked directly with the NST-1 national targets and the seven
Year Government Program, namely job growth of 214,000 per year on average and
17% annual growth in exports. However, the cumulative consolidation of the economy to-
gether with steady economic growth and sound macroeconomic management will act as mul-
tipliers to fuel enough businesses and productive jobs and to achieve the objective of having
1.5 Million productive jobs by 2024; the growth in jobs will increase as the economy grows.
These are the key targets that this strategy has been designed to achieve, as well as contrib-
uting to overall economic growth and productivity increases. Other targets are based on pro-
jections assuming the success of the interventions found in this strategy, or macro-projections
from MINECOFIN under the assumption that the NST-1 will be implemented completely and
successfully. Concerning the target for SEZ construction, there will be a high degree of flexibil-
ity to reflect changing realities on the ground, renewed investor interest and inevitable con-
struction delays. The targets for this particular indicator must therefore be reviewed every 2-
3 years to ensure they remain relevant and appropriate.

Certain sectors will (and should) contribute more than others to the overall target of
job creation. The majority of off-farm jobs are expected to come from just five sectors, name-
ly manufacturing and agro-processing; construction; retail and wholesale trade, transporta-
tion and storage; and cultural and recreational services. These are currently the biggest con-
tributors to employment and their projected increased importance is in line with the targeted
VCs in this strategy, focusing on especially manufacturing and construction within industry
and trade, logistics and cultural sectors within services. Despite those five sectors contrib-
uting the most jobs, job creation is expected across the board and all sectors will see some job
growth by 2024 for a total of 1.5 million additional productive jobs over the period of the
NST-1.
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Figure 15: Absolute number of jobs by economic sector by 2024. Source: CESB calculations using output

employment elasticity estimates.
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7 COST AND FINANCING OF THE SECTOR STRATEGIC
PLAN

The estimated cost of implementing this strategy is RWF 242bn. This is spread across the
four pillars and covers both capital and recurrent expenditures. The tables below summarise
the expenditures by categories and pillar. All costs are estimated in Rwandan francs.

Table 7: Detailed cost breakdown for the PSDYES

Development 672,000,000
Domestic 505,000,000
External 167,000,000

Recurrent 8,022,777,390
Domestic 7,632,777,390
External 390,000,000

Pillar 2: Increasing firm-level productivity and enhancing diversification 15450794272

Development 13,498,794,272
Domestic 479,000,000
External 3,765,000,000
Private Sector 9,254,794,272

Recurrent 1,952,000,000
Domestic 1,182,000,000
External 770,000,000

Pillar 3: Adopt an Ecosystem Approach for Increasing Exports  214,739,000000.

Development 197,564,000,000
Domestic 117,369,000,000
External 14,465,000,000
Private Sector 65,730,000,000

Recurrent 17,175,000,000
Domestic 15,300,000,000
External 1,875,000,000

Pillar 4: Streamlining Regulation and Access to Information  3280,000000.

Development 1,120,000,000
Domestic 390,000,000
External 730,000,000

Recurrent 2,160,000,000
Domestic 2,160,000,000

Table 8: Cost breakdown by type of expenditure

Recurrent 29,309,777,390
Development 212,854,794,272

60



Table 9: Cost breakdown by source of funding

Domestic 145,017,777,390
External 22,162,000,000
Private Sector 74,984,794,272

Table 10: Cost breakdown by pillar

1) Promoting Competitive Value Chains Made in Rwanda 8,694,777,390
2) Increasing Firm-Level Productivity and Enhancing Diversification 15,450,794,272
3) Adopt an Ecosystem Approach for Increasing Exports 214,739,000,000
4) Streamlining Regulation and Access to Information 3,280,000,000

This document is accompanied by a detailed costing plan. This costing plan sets out clear-
ly who is responsible for each activity required to fully implement the PSDYES, as well the se-
guencing and budgeting. These activities need to be mainstreamed into the annual action
plans of the respective institutions and private partners sourced for projects that require PPP.
Additionally, VC action plans will be developed by MINICOM in close partnership with the pri-
vate sector and other GOR institutions active in the VC as defined in section Error! Reference
source not found..
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8 ANNEXES

8.1 Status of PSDS1 as of end of FY2016/17

e e e e e L 0 ]

Export Development

Complete review of Na-
tional Export Strategy
(NES)

Establish One Stop Cen-
tre (OSC) for Exports

Establish Export
Growth Fund

Improve Market Access
for Rwandan Products

Enrich IDEC’s Export
Promotion Role and
Mandate

Establish a Fully Staffed
and Strong Export Divi-
sion in RDB

Increased export rev-
enues fueled by com-
petitive policy frame-
work

Streamlined export
development services

Increased exports
through improved ac-
cess to finance for
firms lacking capacity
to export

Improved approach to
international agree-
ments and regional
integration

Improved export mon-
itoring framework

Export-oriented in-
vestment attraction
and facilitation
strengthened

Finalized — NES-1I was finalized and
launched in May 2015 and ongoing activi-
ties are monitored through IDEC and
PSDYE SWG

Ongoing — The OSC proposal has been de-
veloped, suggesting RICA should house the
OSC...

Finalized — GOR and BRD committed 1.5bn
RWF. KFW committed €8.5m for one of the
three windows. DFID has expressed inter-
est in committing $30m. EGF was launched
in 2015. Identified as a priority with RFW
1bn allocated for FY2017/18.

Ongoing — EU, AGOA market strategies
were developed; export-oriented BDS are
being delivered for exporters to regional
markets through RDB.

Not yet commenced

Ongoing — RDB'’s Export Department is be-
ing strengthened

The establishment of RICA

has been delayed, also delay-

ing the setup of OSC; Some
functions currently in RDB
EGF launched but uptake
has been slow and only 8
firms have been supported
to date

Lack of funds

Few staff

N/a

Approve plan for RICA and
prioritize export soft-skills
on exports and e-
commerce

Review of EGF

Implement trade facilita-
tion measures under WTO
TFA and the RSB Graduate
Placement Programme
Incorporated into the Ca-
pacity Development Plan

Add additional staff to the
structure of RDB
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Rwanda Growth Anchor

Initiative (RGAI)

Advance Factory Units

Investment Promotion

Project Packaging and
Lead Market Agents

Investment Implemen-
tation Tracking

Increased exports and
stronger value chains
through support to
anchor firms

Increased FDI, exports
and jobs through PPP
to attract companies
to the AFUs and SEZs

Increased value and
quality of investments

Improved regulation
environment for exist-
ing and new investors

Infrastructure for Growth

Not yet commenced —given that several
disparate interventions support value
chains through anchor firms, RGAI may
have been overtaken by events.

Ongoing —Two pilot AFUs have been leased Budget reallocation to other
by C&H Garments for 10 years and GOR activities

has allocated $4m for construction of one

(6,000m2). Construction of 1 AFU is un-

derway. Identified as a priority with RWF

3.5bn for FY2017/18

No budget has been secured

Ongoing - Project Packaging (pitching spe-
cific investment opportunities) is ongoing;
$328m was attracted. RDB is engaged in
discussions with a potential lead market
service provider. FRW 612m allocated for
International Investment Marketing and
Destination Promotion in 2017/18 FY
Ongoing - This investor after-care data-
base was launched early 2016 and is being
piloted. Early results are positive.

There is a challenge to en-
sure this database is linked
with the Company Issue
Tracker.

This is the central initia-
tive of the PSDYES

The revised SEZ Policy has
clarified the policy frame-
work to attract private
investment in AFUs. AFUs
are part of RDB’s projects
being promoted

Incorporated into the RDB
implementation frame-
work for investment pro-
motion

Linked with RDB’s revised
aftercare implementation
framework

63



Integrated Trade & Lo-  Catalyzed private sec-

gistics Project tor investment by cre-

* Kigali Logistics  ating a more competi-

Platform tive cost structure for

* Bonded Ware- the provision of infra-
houses structure

» Air-cargo village

e Mombasa and
Dar-es-Salaam
off-dock facili-
ties

Industrial Parks Reduced cost of doing
business through pro-
vision of serviced land

Entrepreneurship Development

Ongoing

Concession agreement for KLP has
been signed;

Construction is ongoing for Rubavu
Bonded Warehouse and negotia-
tions are ongoing for Rusizi (DP
World has expressed interest)

For the air-cargo village a develop-
er has been found and the tender-
ing process is ongoing for a trans-
action adviser which will advise
MININFRA'’s air-cargo company
The original plot of land availed in
Mombasa turned out not to be
available and the process of secur-
ing new land is ongoing; availing
land in Dar-es-Salaam is also ongo-
ing. DP World has expressed inter-
est in developing both off-dock fa-
cilities

Ongoing

295ha of serviced land has been
availed in KSEZ and Bugesera In-
dustrial Park (now 17% complete)
A further 224ha has been expro-
priated, and a total of 735ha is ser-
viced land is planned for

Designs and engineering studies
have been completed for 8 out of
the 9 Industrial Parks

Rusizi is still pending to find  Continued implementa-

an investor
Delays in securing land title
deeds

* The main obstacle
has proven to be se-
curing budgets for
construction — esti-
mated at 70bn RWF
for all parks

e Going forward the
development of in-

dustrial parks will be
handled by Districts,

supported by MINI-

COM and MININFRA
» ldentified as a priori-

ty for FY2017/18

tion under PSDYES

Continued implementa-
tion under PSDYES, and in
the implementation of the
revised SEZ Policy
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BDF Upgrading and Increased quality of Done — BDF Decentralization: 30 BDF The resources availableare  BDA accreditation and
Support and access to business  branches (KWCs) established, 1 in each not enough to respond to the M&E platform
development services  District to provide proximity BDF services demand

Start-In Rwanda Inno-  Strengthen an entre- Not yet commenced Lack of Budget Incorporated into the

vation Project preneurial culture in Proof of Concept country
Rwanda policy intervention

Venture Capital and Decreased financing Not yet commenced Lack of Budget Incorporated into the

Private Equity Attrac- gap through provision High-Growth Entrepre-

tion of risk capital to de- neurship policy and RDB’s
serving MSMEs investment promotion

work

Institutional Capacity Building
Private Sector Federa- Increased capacityto  Ongoing — GIZ, TMEA and MINICOM have at different times provided TA Ongoing in the capacity

tion (PSF) design and implement and development support for PSF. development plans and
Rwanda Standards interventions and to Ongoing — TMEA is developing a project to support RSB for their Phase Il the advisory desks in key
Board (RSB) proactively promote Strategy, details of which are yet to be announced. GOR is also providing institutions

their mandates. CB funding
National Industrial Re- Ongoing — NIRDA is being staffed and its strategic plan is at final stage and
search and Develop- will guide effectiveness of NIRDA interventions

ment Agency (NIRDA)
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8.2 Alignment to NST-1 Priorities and Outcomes under the Economic Transformation Pillar

1.1 Create1.5m
(over 214,000 on
average annually)
productive jobs
for economic de-
velopment

Productive jobs cre-
ated per year

Increased labor
productivity in off-
farm sectors

Increase the number
of active firms, older

Establish Domestic Supplier
Development Unit within RDB

Promote Employment
through Skills Development,
Entrepreneurship, and Regu-
lation

Promote Technology, Innova-
tion, Standards and High-
Growth Entrepreneurship

Enforce small business con-
tracts - nationwide communi-

1.1.1: Establishment and recruitment of Domestic Supplier Development
Unit

1.1.2.a: Organize meetings between Anchors and suppliers in each priority
VC

1.1.2.b: Develop a detailed and costed program for each priority buyer-
supplier linkage

1.1.2.c: Organize one workshop per year between anchors and suppliers
across each priority VC

2.1.3.b.i: Undertake a study on tax incentives for encouraging on-job train-
ing

2.1.3.b.ii: Implement tax reform, drafting regulation and educating imple-
menting agencies

2.1.1.a: Avail training and support on a demand-driven basis

2.1.2.a: Carry out needs assessment for priority VCs - phased over 7-year
program

2.1.2.b: Identify private partners for selected VCs

2.1.2.c: Develop curricula and deliver training programmes

2.1.3.a: Carry out large-scale awareness campaign on accessing WDA IBT
2.1.5.a: Assess visa regulations for highly skilled migrants based on ease of
firms to recruit skills abroad (review impact of transferring labor market
tests from DGIE to MIFOTRA)

2.1.6 Supported to up-skill and upgrade technology and modern equip-
ment

2.2.3.a: Develop clear criteria for selecting SMEs

2.2.3.b: Match SMEs with certified trainers

2.2.3.c: Clear monitoring & evaluation of success of program

2.2.4.a: Develop training materials for graduates

2.2.4.b: Recruit graduates and deliver training

2.2.4.c: Assess and certify the graduates

4.2: Enforcing small business contracts - nationwide communications
campaign
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than two years with
four or more employ-
ees

cations campaign

Ensure Continuous Better
Regulation - Establish two
PPD platforms or strengthen
two existing ones per year
Implement the Growth An-
chor Firm Initiative

Lower the cost of accessing
information and government
services through ICT

Promote Employment
through Skills Development,
Entrepreneurship, and Regu-
lation

Review ecosystem incentives
for startups in priority VCs

4.6: Continuous Better Regulation - Establish two PPD platforms or
strengthen two existing ones per year

1.2.1.a: Review and revise anchor firm selection criteria and transparency
1.2.1.b: Review and revise Anchor firm partnership agreements with clear
sunset clauses

1.2.1.c: Enter into partnership agreement with one Anchor in each priority
VCin each annual cohort

1.2.2.a: Organize annual workshop to coordinate GoR support to anchor
firms: financing schemes, skills development, DSDU supplier relationships,
technology upgrading programmes and trade facilitation forums

1.2.2.b: Conduct a detailed needs assessment of each anchor firm at the
start of each cohort year

1.2.2.c: Strengthen M&E of GAFI

1.2.2.d: Monitor Anchor firms and their domestic supplier networks

4.1.1.a: Hire developers to develop remaining back-end G2B services to be
made available digitally through Irembo

4.1.1.b: Connect all G2B services to Irembo Business Portal

4.1.1.c: Develop feedback tools and information pages and connect these
to the Irembo Business Portal
4.1.1.d: Carry out awareness campaign about Irembo Business Portal

4.1.2: Introduce rapid response access windows at regulatory agencies for
priority VCs (Advisory Desks)

2.1.4.a: Develop a three-tiered accreditation scheme for BDAs

2.1.4.b: Conduct quarterly trainings and tests

2.1.6.a: Complete procurement of services

2.1.6.b: Validate system

4.3: Review ecosystem incentives for startups in priority VCs
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1.3 Establish
Rwanda as a Glob-
ally Competitive
Knowledge-based
Economy

1.4 Promote In-

dustrialization

Increased total factor
productivity

Increased R&D ex-
penditure as share of
GDP

Export growth at
17% annually

Review regulatory framework
- Implement pending regula-
tory reforms

Promote Backbone Services,
and Priority Service Sector
VCs

Promote Investment and De-
velop Proof of Concept Coun-
try

Promote Technology, Innova-
tion, Standards and High-
Growth Entrepreneurship

Finalize ongoing review of
IPR regulation

Promote Technology, Innova-
tion, Standards and High-
Growth Entrepreneurship

Develop Infrastructure and
Logistics Facilities for VC De-

4.4.1: Conduct stakeholder validations and ensure promulgation of new
insolvency law

4.4.2: Review insolvency framework for SMEs, with a view to reducing
time and costs.

2.3.1.a: Establish clusters for digitalisation of sectors of tech and non-tech
firms

2.3.1.b: Promote digital exports and domestic market recapturing

2.3.3: Build Kigali Innovation City

1.5.4.a: Hire consultants to develop a strategy on positioning Rwanda as a
proof of concept country

1.5.4.b: Validate final policy and have it approved by Cabinet

2.2.2 a: Establish the SMEs readiness for S-MARK and HACCP certification
(Food value chain)

2.2.2.b: Increase and maintain the number of HACCP certified SMEs from
17to 114

2.2.5.a: Complete procurement of high-growth entrepreneurship and so-
cial enterprise policies

2.2 5.b: Validate final policies and have approved by Cabinet

4.5.1: Conduct final validation and promulgation of IPR law

2.2.1.a: Complete technology audits completed on all selected value chains
and provides technical support for technology development/transfer
2.2.1.b: Conduct Awareness programme of technology acquisition oppor-
tunities in each value chain

2.2.6.a: Conduct public awareness campaign on intellectual property
rights

2.2.6.b: Conduct targeted training workshops on IP for selected SMEs

2.2.6.c: Provide support to anchor firms and SMEs in selected VCs to de-
velop internal IP strategies.

2.2.6.d: Establish partnerships between WIPO and the Bar Association and
NIRDA to increase capacity in patent drafting and examination.

2.2.7: Finalize STI Policy

3.1.3.a.i: Book plots of 5-10ha within SEZs and develop them for specific
sub-sectors
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and attain a Struc-
tural Shiftin the
export base to
High-value goods
and services with
the aim of growing
exports by 17%
annually

Increased manufac-
turing share of total
exports

Increased services
share of total exports

velopment

Digitally-enable exports

Enhance Trade Facilitation

Promote Other backbone ser-
vices for exports

Develop Infrastructure and
Logistics Facilities for VC De-
velopment

Enhance Trade in Services

3.1.4: Provide sector-specific technical assistance and general business
development services to the users of SMI parks

3.1.5: Build Rwanda International Trade Fair and Exhibition Park

3.4.1.a: Update legal and regulatory framework on e-consumer protection
3.4.1.b.i: Develop training program and curriculum for e-commerce and
digitlisation of product services

3.4.1.b.ii: Provide trainings to SMEs

3.3.1.a: Ensure Implementation of Category B measures

3.3.1.b: Ensure Implementation of Category C measures

3.3.2: Establish and operationalize RICA, The Rwanda Inspectorate, Com-
petition and Consumer Protection Agency.

3.3.3.a: Identify key potential markets and carry out two market entry
studies per year

3.3.3.b: Support anchors to go on trade missions to key markets

3.5.2.a: Recruit consultants to review adoption of international payment
platforms for e-commerce, in particular

3.5.2.b: Convene high-level government meeting to address regulation for
international payments

3.5.3: Implement the Open Skies Policy

3.1.1.a: Finalize construction of KLP

3.1.1.b.i: Apply for construction permit for Rubavu bonded warehouse

3.1.1.b.ii: Construct Rubavu bonded warehouse

3.1.1.c.i: Find investor for Rusizi bonded warehouse

3.1.1.c.ii: Apply for construction permit and construct Rusizi bonded
warehouse

3.2.1.a: Hire consultants to develop Trade in Services Strategy and imple-
mentation plan

3.2.1.b: Validate final strategy and have it approved by Cabinet

3.2.2.a: Attract investments in high end tourism
3.2.2.b: Targeted marketing of Rwanda as a high-end tourism destination

3.2.2.c: Support development of additional tourism products to diversify
the tourism sector and attract investment

3.2.2.d: Build capacity of RCB to attract high value international events
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Increased industry as
share of GDP
Increased Ha. Of ser-
viced land

1.5 Increase Do- Increased FDI as
mestic Savings and share of GDP
position Rwanda

as a hub for finan-

cial services to

promote invest-

ments

Increased private in-
vestment as share of
GDP

Promote Backbone Services,
and Priority Service Sector
VCs

Develop Infrastructure and
Logistics Facilities for VC De-
velopment

Promote Investment and De-
velop Proof of Concept Coun-

try

Develop Rwanda Factoring
Platform and Implement Le-
gal Reforms

3.2.2.e: Conduct domestic tourism campaigns to grow the domestic tour-
ism sector

2.3.2: Strengthen the Professional Services Forum to act as main PPD fo-
rum for services

3.1.2.c.ii: Construct AFUs within each SEZ

3.1.2.a.i: Complete the construction of the Bugesera Zone
3.1.2.aii: Fully expropriate the land for Muhanga and Musanze Zones

3.1.2.aiii: Undertake engineering and feasibility studies for all potential
zones
3.1.2.a.iv: Construct and establish connectivity of all zones

3.1.2.b.i: Undertake studies on potential SME parks

3.1.2.b.ii: Provide basic infrastructure in these SME parks

3.1.2.c.i: Find developers for AFUs within each SEZ

1.4.3.e: Conduct investor perception survey

15.1: Package bankable investment projects for investment attraction

15.2: Carry out targeted investment missions in key markets (TIMs)

1.5.3.a: Develop an online investor relationship management system to
quickly identify and resolve investor issues

1.5.3.b: Hold Quarterly CEO forums with investors
1.5.3.c: Provide Quarterly Cabinet briefings on strategic investments

1.5.3.d: Hold weekly investor open days to address investor complaints
and raising awareness

15.5.a: Prepare detailed ToRs for database

1.5.5.b: Hire developers to build the database

1.4.1.a: Introduce factoring law and regulations

1.4.1.b: Amend Internal Trade Law

1.4.2.a: Organize nationwide awareness campaign on implied contract
terms

1.4.2.b: Organize awareness campaign on VCF

1.4.3: Carry out feasibility study for the platform

14.4.a: Hire IT developers to construct the Rwanda Factoring Platform

1.4.4.b: Onboard Anchors, SMEs and financiers
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1.44.c: Train companies on how to access the platform

1.4.4.d: Ensure smooth operations of the platform
Increased credit to Promote Access to Finance 1.3.1.a: Establish goals for credit allocation to priority VCs
SMEs as share of GDP | and Enhanced Liquidity 1.3.1.b: Monitor these goals

1.3.1.c: Attract investments in equity financing for VCs
1.3.1.d: Organize four workshops per year for firms and banks

1.3.2 support Youth and Women to acquire startup capital through equity
investment, guarantee scheme and leasing production equipment

8.3 Sector Profiles

8.3.1 Apparel and Leather

1. Summary
In the past year, Rwanda’s imports of second hand clothes and footwear have substantially decreased, mostly due to an increase of import duty from

$0.35/kg to $2.50/kg for worn clothes and from $0.5/kg to $5.00/kg for worn shoes. However, the import of new apparel has also increased over this peri-
od.
In the aim of decreasing the trade deficit, particularly in the textile, apparel and leather sector, MINICOM drafted the Strategy to Transform the Textile, Ap-
parel and Leather Sectors to strengthen and develop the capacity of production units engaged in the sector to produce higher quality and increased vol-
umes for both local and foreign markets while reducing imports.

2. Trade
Between 2015 and 2016, imports of 2nd hand clothes halved from $24 to $12 million. This is mostly due to the rise of import duty from $0.35/kg to
$2.50/kg for worn clothes $0.5/kg to $5.00/kg for worn shoes. Imports of new textile and new footwear decreased by 15% and 10% respectively and im-
ports of new apparel increased in 2016 by 45%.
Rwanda'’s largest import partner for textiles is China, followed by Pakistan and UAE with imports of new textiles valued at $19million, $5.4million and
$3.7million respectively in 2016. For the new apparel and new footwear imports to Rwanda, China comes in first place covering 79% and 44.9% of total
trade respectively in 2016. Other major import partners in new apparel are UAE, Uganda and Kenya.

3. Value Chain
Almost all inputs are imported. Cotton is imported from producers within the East African region. In the past, Rwanda tried to reduce its competitive dis-

advantage by producing cotton domestically, but the soil and climate were found not to be appropriate for the production of competing quality cotton.
Some pre-spun yarns and pre-woven fabrics are imported as the country is not able to produce the required material combination (e.g. polyester-viscose
yarns) or purchases them for less than it can produce (i.e. pure polyester yarns).

4. Production Capacity
The textile and apparel industry in Rwanda is small with only one major textile manufacturing company (UTEXRWA), a number of sizable small to medium

scale operators, knitting cooperatives and a silk sector, which is at its infancy stage.
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UTEXRWA, is a composite textile mill consisting of spinning and weaving operations producing and offers two main product lines: finished garments and
finished fabrics. However, technical, managerial, financial and other challenges have resulted in UTEXRWA currently operating at about 40% of its installed
capacity, producing 12,000 meters of fabric per year.

5. Access to Markets
The market for textile and apparel in Rwanda is growing. The available market opportunities include: Growing demand for uniforms by institutions in
Rwanda; Supply of mosquito bed nets to Government of Rwanda and donors; Growing export opportunities in D.R. Congo and Burundi.

6. Institutional Arrangements
In April 2016, MINICOM created the Strategy to Transform the Textile, Apparel and Leather Sectors, with its main goal being able to strengthen and devel-
op the capacity of production units engaged in Textile, Apparel (Tailoring, Garments and fashion) and leather sector in Rwanda to produce higher quality
and increased volumes for both local and foreign markets while reducing imports. While MINICOM is the leading institution, a number of other institutions
are key in supporting this strategy, including MINECOFIN, RRA, RPPA, RSB, WDA, NEAB, RAB, MINAGRI, COMESA, and PSF.

8.3.2 Meat
1. Summary

Rwanda’s demand for meat products has been increasing substantially in the past few years mostly because of the country’s fast growing hospitality indus-
try. Demand for meat products is also high in the DRC, which suggests an important export market. However, instead of exporting meat products, exports
of livestock from Rwanda to the DRC have increased.
In an effort to develop Rwanda’s meat industry, GoR drafted the Rwanda Strategy for Rwanda Meat Exports to the DRC, suggesting for abattoirs to change
their business model from catering for small meat vendors to producing brand chilled and frozen meat products. This way, they will be able to offer com-
petitive prices for livestock in the aim of becoming an important meat producer in the region, both for the local market and for exports.

2. Trade
Rwanda is witnessing increasingly strong local demand for chilled and frozen meat products, as signalled by the increase of meat products imports. Indeed,
meat products imports were valued at RwF 28 million in 2014, RwF 68 million in 2015, and RwF 154 million in the first 9 months of 2016. Meat products
are currently being sourced from the region (Kenya and Uganda) and South Africa, Belgium, Italy and UAE.
Rwanda exports livestock rather than meat to the DRC. Rwanda is not exporting any meat and meat products, other than what is smuggled to neighbouring
countries through informal cross border trade.

3. Production Capacity
A number of factors suggest that meat production could become a vibrant industry in Rwanda. First, Rwanda'’s livestock production is sufficient to cater for
meat production. Indeed, organised livestock markets could cater for livestock to be redirected to domestic abattoirs. Secondly, abattoirs’ installed capacity
is sufficient to slaughter all livestock currently being exported to the DRC. Indeed, as of September 2016, six abattoirs have export capability and are being
underutilized. Presently the abattoirs are only able to utilize 35% of the installed capacity of cattle and 17% of the installed capacity of goats and sheep.

4. Market Access
Two markets have been identified, which should help the country transform from a livestock producing and exporting nation to a meat producing and ex-
porting nation. These markets are the Rwandan domestic market and the DRC.
The growing imports of meat products suggest a gap in Rwandan production of these products. The increase in imports is driven by the demand in the fast-
growing hospitality industry, especially since 2014 when Rwanda started being marketed as a conferencing nation backed by RwandAir.

72



The DRC meat market potential for Rwanda is estimated at USD107 million. Specific products include fresh or chilled bovine cuts, frozen bovine cuts, fro-
zen, boneless meat of bovine animals, fresh or chilled cuts of sheep among others.

5. Institutional Arrangements
The success of the meat industry revolves around animal health, food safety and livestock production. Rwanda has a robust Department of Veterinary Ser-
vices (DVS), which is the competent authority in the livestock and meat industry. This forms a strong case for the country to focus on meat production.
MINICOM has also drafted its Rwanda Strategy for Rwanda Meat Exports to the DRC, which supports strategies for the conversion of livestock exports to
meat production for domestic market and exports. Other key institutions in the implementation of the strategy include MINAGRI, RSB, RAB, RICA, MINI-
SANTE, NAEB, WDA, Meat Board, DVS, and MINEDUC.

8.3.3 Dairy
1. Summary

In the past 15 years, Rwanda’'s milk production has increased more than tenfold, rising from just 58,000 tons in 2000 to approximately 700,000 tons in
2014 (CountrySTAT, 2015). This astonishing growth was achieved primarily by expanding the cattle population through major national restocking pro-
gram, popularly, known as, “One Cow Per Poor Family.” Since its launch in 2006, the program has distributed more than 200,000 dairy cattle, nearly a fifth
of the country’s total cattle stock, estimated 1.14 million heads in 2014 (MINAGRI, 2016). The program aims to reach a target of 350,000 cows distributed
by the end of 2017.

Massive investments and structural changes have taken place in milk collection and trade in Rwanda, the transition from the state-owned Dairy Corpora-
tion Limited to private dairy firms has given room for numerous innovations. Nonetheless, informal milk suppliers account for 80-85% of milk markets,
while large-scale dairy processors suffer under-supply.

2. Exports and Import data
Exports of milk have picked up since 2012 while production grew at the same rate as demand growth at 20%. Growth of production attributed to the pres-
ence of Inyange industries. Rwanda exports of milk are mainly destiny to Exports to Burundi 58%, DRC 28%, and South Sudan 10%. Despite the growth in
local production, imports of dairy products increased by 24% between 2012 and 2016.

1. Value Chain
Three organizational structures characterize milk collection and trade;
1. Direct delivery to consumers without treatment. This constitutes 20-30% of total milk sales and has the least potential for value addition.
2. Milkis bulked and cooled at MCCs, which then by-passes processors and is distributed directly to consumers. This constitutes 50-60% of total
milk marketed (Makoni et al., 2014).
3. Milk goes through dairy processors that own and/or operate processing plants and can produce pasteurized packaged dairy products. 15-20% of
total marketed milk is processed through this channel.

3. Production capacity
The table below provides an overview of the installed capacity, capacity utilisation, investment plan and potential for value addition for the Rwanda Diary

industry.
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Togeneratea 160,000 liters  Between 15- To increase the national e  Projection by 2017 is 650million liters per year
surplus by per day 20% herd to 1.67 million cows e  Surplus will be 100 million liters in 2017 and 200 million liters in 2020
2017 by 2017 and 1.92 million e One cow per family by 2017, 350,000 households per 2017 and

cows by 2020. 3,500,000 cows by 2017.

e Clinton health initiative program, a new plant infant formula

4. Institutional arrangements
Key support institutions include: RNDP, RCA, Dairy Cooperatives, MINICOM and MINAGRI, RDB, BRD and financial institutions

8.3.4 Horticulture

1. Summary
Horticulture accounted for an estimated 3.2 percent of 2013 national GDP and 9.7 percent of agricultural GDP (Table 1). This is despite the fact that the

production of fruits and vegetables occupied only an estimated 6.4 percent of the country's cultivated land.

2. VCplayers
Currently there are 3 foreign companies engaged in contract farming for exports. Some local companies have also started exporting but consistency on the

markets for these firms remains a challenge. To date, the majority of exporters do not engage farmers in production but rather wait to collect what has
been produced.

3. Exports
The horticulture export earnings have been growing over the last 7 the years, from US$ 3.5 million in 2010, to USD 6.6 million in 2016 mainly through the
accumulation of many small trades to regional market with small volumes also exported formally to the European market by trading firms. Growth in ex-
port revenue from the sector has been averaging just 11% per annum between 2010-2016 despite the decline in export revenues observed in 2012, 2014
and 2016.

4. Access to market
The European market has been identified by the horticultural sector as the market with the greatest export potential. Rwandan exporters enjoy duty free
access to the European market provided they meet technical and safety standards. An immediate concern raised by the horticultural sector is the lack of
availability of Customs EU Form A in Green from the Rwandan Revenue Authority. Without this form exporters are required to pay MFN duties. Exporters
have expressed the need for the government to facilitate access to new markets such as Russia and Middle East by negotiating bilateral agreements with
these markets to facilitate access.
On standards, there is a need to support schemes for food production and product quality certification accredited (HACCP) is under implementation.
HAACP is a management system in which food safety is addressed through the analysis and control of biological, chemical, and physical hazards from raw
material production, procurement and handling HACCP provides the type of disciplined monitoring and control that supermarket chains and food manu-
facturers increasingly demand. It is also essential for meeting EU food safety requirements. Apart from HAACP, different private standards plan a major
role in accessing different markets; those include the British retail Consortium (BRC) for pack houses, organic certifications, fair trade, Rain forest alliance,
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etc. Though these are not mandatory of all products but the Government has to support producers and private company in compliance and certification
processes.
5. Institutional arrangements

To deliver the accelerated horticulture development, the status of the National Agriculture Export Development Board (NAEB) has been changed into a
State-owned Enterprise. This to enable NAEB to take decisions and act as a private entity without being hindered by bureaucratic procedures. The recent
reform has recommended that NAEB becomes a State-owned Enterprise where business related initiative in the development of exports will be channelled.
After registration, the new Enterprise NAEB identified areas that require direct investment from the Government and develop business plans. The Enter-
prise will be recruiting competitively or head hunt for the best skills required, outsource extension services for out growers and hire dedicated account
managers for nucleus farms. The Enterprise is under the direct supervision of the Government appointed Board of Directors.

8.3.5 Construction materials

1. Summary
Construction materials — mainly steel and cement — constitute 10% of current imports. With the growing demand from a booming construction sector the

trade deficits from these products will increase significantly over the coming years. If the trend in construction continues, the supply of cement will be out-
paced by demand as the new plant starts operation. Demand for steel is already considerably larger than supply. Since 2006, the construction sector has
been growing by 12.4% per year on average. If this trend continues, significant amounts of construction materials are going to be needed to meet future
demand from the construction sector. Unless domestic production increases significantly the construction boom will have significant and increasing impact
on external balances. Cement which constituted 80% of import volumes while metallic and other construction materials each constituted about 10%.

2. Exports and Import data
Rwanda imported 503,195 Tons construction materials — 28% of total import volumes. This is about 50,000 truckloads using World Bank Doing Business
assumptions that a standard 20-ft container weighs 10 tons. Cement constituted 80% of import volumes while metallic and other construction materials
each constituted about 10%

3. Current installed production capacity and utilisation
Expansion of the major cement plant has been completed with increased private sector investment in CIMERWA. Many more investors have expressed in-
terest in iron, steel, cement and other construction materials. A sub-sector master plan has been developed to guide the development and diversification of
the sector.
3.1 Iron and steel
There are currently 8 domestic producers of iron roofing sheets: Afrifoam/Simaco, Kigali Hardware, Master Steel, Rwatole, Safintra, Tolirwa, Ufametal, Up-
rotur. Ufametal and Master Steel are the 2 largest producers and together account for about 70% of domestic production. Tolirwa started the production
of iron pipes only 3 years ago. Some of the existing roofing sheet and nail production companies are interested in adding this product to their portfolio
3.2 Cement
As indicated above, cement production in Rwanda is carried out by 3 companies; CIMERWA, Kigali Cement Company (KCC) and Great Lakes Cement. Of an
estimated market size of US$90m in 2013, the domestic production of cement accounted for about US$20-25m, representing a market share of approxi-
mately 28%. With current demand estimated at 500,000MT/year, the table below indicates the current production capacity of these 3 cement factories.
Cement factories in Rwanda and their production capacity (as at end 2013)
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I 1 1 i

CIMERWA 100,000 85
Great Lakes Cement 70,000 15
Kigali Cement 30,000 66

CIMERWA has increased cement production capacity to 600,000 MT per year and. Kigali Cement has recently increased its production capacity to 100,000
tonnes.

8.3.6 Pharmaceuticals

1. Summary
The increasing access to healthcare in Rwanda resulting from universal health insurance schemes coupled with improved distribution chain and other

healthcare policies has resulted into high demand for pharmaceutical products. AlImost all pharmaceutical products have to be imported as the current do-
mestic production of pharmaceuticals is very limited.

2. Exports and Import data
Rwandan imports of pharmaceuticals totalled US$ 73 million in 2016.0ver 75% of pharmaceutical products imported by Rwanda are from India, Belgium,
Denmark, Netherlands and Kenya. The applied MFN duties for imported pharmaceutical products by Rwanda are 0%.

On the other hand, exports in 2016 stood at only US$ 231,000 as the current domestic production of pharmaceuticals is very limited. The main exports des-
tinations include DRC, Burundi and Kenya.

Table 1: Imﬁorts and exEorts of Eharmaceuticals, 2013-2016 in 000USD

Exports 267 120 242 231
Imports 52,333 67,160 65,644 73,769
Source: ITC Trade map
3. Value Chain

Almost all pharmaceutical products used in Rwanda are imported and both public and private sector are involved in the provision of medicines, medical
consumables, medical devices and equipment, laboratory supplies, food supplement and other pharmaceutical services in general. The public pharmaceuti-
cal supply chain system is organized into national, district, health centres, health post and community. For the private sector, there are wholesalers, retail
pharmacies and drug shops.

4. Production Capacity
In Rwanda, there is currently no company that manufactures pharmaceutical drugs on a big scale. There is only one small, public facility (LABOPHAR) that
manufactures, on a very small scale, non-sterile drugs such as tablets, capsules, syrups, ointments, suppositories, infusions (such as normal saline, dextrose
5%). As such there is a good opportunity to invest in the manufacturing of pharmaceutical drugs in Rwanda.

5. Access to Markets
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Rwanda has one of the best organized health care systems in Africa. It has approximately 40 district hospitals and 400 health centres serving a population
of nearly 10 million people. Given the very limited domestic production of medicaments, the domestic market size for medicaments is equivalent to Rwan-
da’s net imports of medicaments and is estimated at 50 million USD.

6. Institutional Arrangements
The Ministry of Health (MoH) put in place guidelines for investors to establish a manufacturing plant for pharmaceutical drugs or medical devices. The
guidelines also provide for the registration of new pharmaceutical drug and licensing.

8.3.7 ICT
1. Summary

The ICT sector in Rwanda is regarded as a key sector to the development process of Rwanda. It is expected to create employment, facilitate economic de-
velopment and transform Rwanda into a globally competitive, information-rich, knowledge-based economy.

2. ICT Exports

ICT exports have been among the most dynamic components of international trade over the last years. With a tremendous increase of the worldwide inter-
net and mobile device penetration, it is expected that digital technology will shape the future of global trade and investment. Rwanda shows a great poten-
tial of ICT exports, however, at the moment digital export revenues are still on a rather low level.
Despite the still prevailing understanding of digital trade as e-commerce, ICT exports go far beyond selling goods and services online. Therefore, ICT ex-
ports can be subdivided into the three following categories: Digital exports, Digitally-enabled exports, and Digital import substitution

3. Value Chain

The ICT sector includes mobile and fixed telephony, VolP, DSL, VSAT, ISDN, GPRS, Broadband Internet, software development, hardware assembly and re-
pair, applications integration and capacity building. There are four key players in the telecom industry: MTN Rwanda, Airtel Rwanda, TIGO Rwanda and
Liquid Telecom (NES 11, 2015).

4. Production Capacity

The main services offered in the ICT sector are: E-commerce, e-services, training, mobile technologies, telemedicine, applications development and automa-
tion. According to the national establishment census 2014, ICT sector has 404 establishments and has created 4 1,963 direct jobs.
5. Access to Markets

Rwandan ICT sector holds a comparative advantage in value added software services to francophone countries. Rwanda is unique in its ability to operate in
both English and French. In general Anglophone African countries are more technically advanced than francophone countries. Rwanda can act as a bridge.
However, as education focuses purely on training in English, Rwanda will lose this niche skill rapidly unless the issue is addressed.

There is immediate opportunity in DRC Eastern province however this comes with its own set of challenges including a lack of infrastructure and key deci-
sion makers are all based in Kinshasa.

6. Institutional Arrangements
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The Rwanda Utilities Authority (RURA) is responsible of regulating the ICT sector in Rwanda in terms of electronic transactions and e-government. In re-
gard to personal data privacy protection, it establishes conditions for securing reliable electronic records through regulations. On the other hand, Rwanda
Information Society Authority (RISA) is in charge of ICT skills development, creation and innovation of new products.
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8.4 Data Sources and Indicator Metadata

Improved trade balance
and export diversification

Private Investment and
financing

Enhanced entrepreneur-
ship, productivity and in-
novation

Exports growth

Manufacturing share of total
exports

Services share of total ex-
ports

Industry as share of GDP

Ha. of serviced land

FDI as share of GDP

Private Investment as share
of GDP

Credit to SMEs share of GDP

Number of active firms, old-
er than two years with four
or more employees

Total factor Productivity
(TFP)

Annual percentage increase in the total value of goods and
services exports, in constant prices and US dollar

Value of manufacturing exports as share of total goods and
services exports, in current prices

Value of services exports, as share of total exports in cur-
rent prices

Industrial output as percentage of GDP, in current prices

Total number of ha with completed electricity, water, in-
ternet and road infrastructure for industry, developed
within SEZs in Rwanda

Registered foreign direct investment as percentage of GDP

Total private investment as percentage of GDP

Stock of credit to the private sector as percentage of GDP in
current prices

Number of active formal and informal firms with four em-
ployees or more, in existence for three years or more, dis-
aggregated by the gender of the business owner or majori-
ty owner in case of partnerships

TBD

NISR Exports data
Exports: NISR exports data

BNR annual Balance of Pay-
ments statistics

NISR National Accounts, current
prices

MINICOM administrative data

FDI: RDB administrative data on
registered investments

GDP: NISR National Accounts,
calendar year or fiscal year
(current prices)

Private investment: RDB

GDP: NISR National Accounts,
current prices

Credit stock: the latest BNR’s bi-
annual Monetary Policy and Fi-
nancial Stability Statement

GDP: NISR annual National Ac-
counts (current prices, either
calendar year or fiscal year)
NISR Establishment Census

TBD
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Productive employment

R&D expenditure as share of
GDP

Productive jobs created per
year

Labour productivity in off-
farm sectors

TBD

Number of persons employed for pay or profits, disaggre-
gated by gender of employee

TBD

TBD

NISR’s bi-annual labour market

survey
TBD
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8.5 Capacity Development Plan

Promoting com-
petitive value
chains made in
Rwanda

Increasing firm-
level productivity
and enhancing di-
versification
(Skills Develop-
ment and Entre-
preneurship)

Domestic Sup-
plier Develop-
ment Unit with-
in RDB estab-
lished

Rwanda Factor-
ing Platform
established

Skills develop-
ment across
VCs main-
streamed

Nation-wide
Train a Rwan-
dan Campaign
rolled out

BDS and BDA
Accreditation
System devel-
oped

Establish Domestic
Supplier Develop-
ment Unit and re-
cruitment capable
and competent staff

Build platform and
train companies on
how to access the
platform

Avail training and
support on a de-
mand-driven basis in
priority VCs

Agro-processing,
Construction materi-
als, light manufactur-
ing, Horticulture,
Tourism,
Knowledge-based
services, Logistics
and transport
increase capacity of
BDS, BDAs to sup-
port SME survival
beyond the point of
accessing finance
from SACCOs

Organizational
Level

Institutional
Level

Individual
Level

Individual
Level

Organizational
Level

Increased local
sourcing foster-
ing linkages
between for-
eign and local
firms

Increased ac-
cess to working
capital for
SMEs and large
firms

Increased firm-
level productiv-

ity

Increased in-
dustrial at-
tachments for
priority value
chains

Increased
startups/SME
resilience and
growth

Effective Domestic
Supplier Devel-
opment Unit in
place and opera-
tional

Number of firms
accessing finance
through Rwanda
Factoring Plat-
form

Number of gradu-
ates on demand-
driven basis by
priority value
chains

Number of stu-
dents trained
through industrial
attachment by
priority value
chains

BDS and BDA ac-
credited

Concept
note availa-
ble

PSDYES
strategy

PSDYES
strategy

Workplace
learning
policy and
PSDYES
Strategy

832 BDAs
and 200
BDS

651,777,390

365,000,000

1,200,000,000

1,050,000,000
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Increase market
access and stand-
ards compliance

Boost growth in
services sector to
recapture domes-
tic market and di-
versify exports

Institutional Ca-
pacity Building

RSB Graduate
Placement Pro-
gramme (SMEs
and graduates)
implemented

Increase mar-
ket access of
Made in Rwan-
da products
through online
(e-commerce)
Professional
Services forum
strengthened to
act as main PPD
forum for ser-
vices and sec-
tor-specific fo-
rums
High-end, pro-
fessional and
technical skills
attracted and
skills transfer
mechanism in
place

Ministry of
Trade and In-
dustry (MINI-
COM)

Training of gradu-
ates on standards
and their placement
in key value chains
(PSDYES selected
value chain)

Provide trainings to
SMEs on e-commerce
skills

Young Professionals
Programme as part
of institutional sup-
port for operational-
ization of the forum
and sector-specific
forums

Assess labour market
needs and ensuring
that work permits
are accessible for
those professions
where local skills are
in short supply and
skills transfer mech-
anism in place
Enrich IDEC’s man-
date and improve the
Ministry’s ability to
monitor implemen-
tation of trade and
industry policy

Individual
Level

Individual
Level

Individual and
Organizational
Level

individual and
organizational
skills

Individual and
institutional
level

Increased mar-
ket access and
standards
compliance

Increased mar-
ket access

Improved co-
ordination of
professional
services

High-end, pro-
fessional and
technical skills
available in
Rwanda

Increased ca-
pacity to design
and implement
interventions
and to proac-
tively promote

Number students
under of RSB
Graduate Place-
ment Programme
and products cer-
tified through this
programme

Number of firms

using online plat-
forms for market
access

PPD for profes-
sional Services
and sector-specific
forums operation-
al

Number of high-
end professionals
and technical
skilled labour cre-
ated through skills
transfer mecha-
nism

Improved coordi-
nation and im-
plementation of
central trade and
industry policies
and strategies

Nil

2 profes-
sional ser-
vices fo-
rums orga-
nized

Nil

IDEC opera-
tional

2,100,000,000

38,250,000,000

90,000,000

30,000,000

42,000,000
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Private Sector
Federation
(PSF)

Rwanda Inspec-
torate and
Competition
Authority (RI-
CA)

Rwanda Stand-
ards Board
(RSB)

National Indus-
trial Research
and Develop-
ment Agency
(NIRDA)

Rwanda Coop-
erative Agency
(RCA)

through young pro-
fessionals

Operationalize sector

skills councils

Operationalize RICA

Support the devel-
opment and imple-
mentation of RSB
Phase Il Strategy

Increase capacity of
NIRDA to deliver on
its mandate

Support SACCOs au-

tomation for Rwanda

Cooperative Bank

and capacity building

for staff and manag-
ers

Individual and
institutional
level

Individual,
Organizational
and Institu-
tional levels

Organizational
Level

Individual,
Organizational
and Institu-
tional levels

Individual,
Organizational
and Institu-
tional levels

their mandates.

Level of participa-
tion of the private
sector in skills de-
velopment inter-
ventions by value
chain

Reduced cases of
unfair competition

RSB accredited
internationally

level of implemen-
tation of NIRDA
strategic plan

Rwanda Coopera-
tive Bank opera-
tional

Nil

Nil

application
in process

Draft stra-
tegic planin
place

SACCOs Au-
tomation in
process

420,000,000

11,700,000,000

390,000,000

270,000,000
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Rwanda Con-
vention Bureau
(KCB)

Introduce rapid
access advisory
desks in key
GOR institu-
tions

Develop further the
capacity of RCB to
attract and execute
high-level interna-
tional events

Set up advisory
desks with highly
capable staff in key
institutions

Individual and
Organizational
level

Individual and
Organizational
level

Successful imple-
mentation of high-
level events

Advisory desks
operational

RCB opera-
tional and
attracting
events

PSDYES

510,000,000

2,160,000,000
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8.6 Mainstreaming of Cross-Cutting Areas

Gender equality and family promotion

Environmental protection and climate change

Disability and Social inclusion

Regional Integration and International Posi-
tioning

Capacity Development

HIV/AIDS and non-communicable diseases

Disaster management

All data is disaggregated where possible
Gender monitoring for all support programmes such as trade missions, skills
training programmes and access to credit

Technology upgrade support programme
Innovation and R&D support
Rwanda Resource Efficiency and Cleaner Production Centre

All data is disaggregated where possible
Disability monitoring for all support programmes such as trade missions, skills
training programmes and access to credit

Trade facilitation

International payments regulatory reform
Open skies

Trade in services strategy

Attracting regional and global talent to Rwanda

Detailed capacity development plan in Annex 8.5

Improved economic resilience and job creation will have positive implications for
health outcomes

All infrastructure projects are cognizant on their effect on impact on vulnerabil-
ity to natural disaster
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8.7 Summary of Regulatory Reform Implications

[Unfinished business] Insol-
vency reform, including in-
troducing a simplified insol-
vency process for small enti-
ties and non-bankrupt com-
panies

[Unfinished business] Tax
code simplification and tax
business advisory councils

Restructure RDB to establish
the DSDU

Introduction of factoring law
and regulations

International payments re-
form, to include international
payments in ongoing efforts
to move to a cashless econo-
my

Internal trade law reform to
include implied contract

The introduction of a simplified procedure for clos-
ing businesses will free up resources and assets to
productive uses

Tax code simplification will have catalytic implica-
tions for the private sector. Tax advisory councils
set up to support RRA policy will ensure continuous
streamlining of tax policy and information sharing

The establishment of the DSDU will support large
buyers develop locally-intensive sourcing plans as
well support more domestic firms access supply
contracts

There is currently limited private investment in
working capital financial products, partly due to a
lack of regulation which would clarify creditors’ and
factors’ rights. Addressing this gap is expected to
increase private investment and hence diversify the
range of financial products available to Rwandan
firms and especially SMEs which will face lower
barriers to access finance

Lower cost and greater access to receiving money
from abroad is likely to have a positive effect on ex-
port by reducing transaction costs. This is signifi-
cant especially for services exports and e-commerce
for which trade is characterized by smaller transac-
tions than traditional goods exports.

Informal and small firms are vulnerable to trading
partners reneging on contracts, yet struggle to en-

The insolvency procedure has been improved in re-
cent years but remains targeted at large companies
with significant assets and complicated breakups.
There is a need to assess how a simplified regime
may be introduced for small companies with few as-
sets or relatively little debt

Tax collection has been streamlined with RRA taking
over more of local tax collection in 2016. However,
there is always more room for improvement and the
tax advisory councils to the CG RRA has not been set
up yet

A concept note has been developed for the DSDU,
which need to be reflected on RDB’s organizational
chart with appropriate resources and mandate

AFREXIM Bank has a model law that may be adapted
to Rwanda'’s legal framework. AFREXIM Bank has al-
so offered technical support to the drafting process as
well as support to help spread awareness amongst
Rwandan financial institutions and SMEs.

Currently the cashless economy agenda is focused on
facilitating domestic payments. There is a need to
regulate the mandatory participation in international
payment systems such as PayPal for domestic banks
to lower these costs. An assessment of options is the
first step to be done.

A commercial small claims court system is being es-
tablished across the country, which will significantly
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terms

Mutual recognition agree-
ments (MRASs)

Employment regulation re-
view to facilitate firms to hire
young Rwandans

Open skies regulations and
tax liberalization

force them. Partly this is due to gaps in the legal
framework determining what constitutes evidence
of a contract, which needs to be updated to include
e.g. an SMS or an accepted invoice. There are also
gaps in the regulatory framework when it comes to
corporate consumer protection, i.e. business’ pro-
tection against the delivery faulty goods. Addressing
these gaps will significantly improve the ability of
small companies to enforce contracts.

MRAs facilitate trade in services and labour mobili-
ty within the EAC. They are instrumental in attract-
ing regional talent and allowing skilled Rwandans
to move abroad and gain experience.

The current employment regulation on e.g. tax and
RSSB contributions disincentivize firms to hire
workers, especially youth. Simplifying employment
regulations for employees under 30 will lower the
cost of bringing new staff on board, making it more
attractive to firms. The costs of doing so is expected
to be outweighed by higher lifetime tax contribu-
tions by individuals who manage to secure experi-
ence early in their careers.

Airspace liberalization has already generated signif-
icant economic benefit for Rwanda, even if limited
in scope to date. Air tax and regulation liberaliza-
tion is expected to generate almost 10,000 jobs in
Rwanda and an additional $32m economic output.
Aviation services is a priority value chain within the
strategic framework of this document, and the re-
cent agreement by RwandAir to lower airfreight
prices to $0.95 per kg has been instrumental to im-
proving the competitiveness of e.g. horticulture ex-
ports. Further tax liberalization will further im-

lower the cost of enforcing contracts. MINICOM has
drafted the amendments to be introduced to the in-
ternal trade law to complement this small claims
court which need to be submitted and passed by par-
liament. Subsequently, a widespread awareness cam-
paign must then be rolled out to encourage uptake.

Three MRAs have been negotiated so far and the
Trade in Services schedule at the EAC level include
plans for several more. However, progress has been
slow and there is a need to fast-track this important
agenda.

There is a need to conduct an in-depth assessment of
the options and costs associated with simplified regu-
lations, after which a detailed reform package may be
proposed

Rwanda is a signatory to the 1988 Yamassoukro Dec-
laration and the 1999 Yamassoukro Decision, com-
mitting to extent fifth freedom rights to foreign carri-
ers. Rwanda is in charge of the Airspace Management
project within the Northern Corridor and has shown
international leadership on the matter already which
is worth maintaining.
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e-consumer pl’OtECtiOﬂ

IP Law and regulations

Trade facilitation reforms

SEZ Law amendment and
regulatory updates

prove air-lifted exports.

Digitally-enabled trade and e-commerce relies
heavily on trust between consumers and sellers to
work. This requires that consumers are confident
that they are able to return faulty or incorrectly ad-
vertised goods. For this trust to emerge, the regula-
tory framework needs to strong and easily enforce-
able.

Enhanced protection of IPs will increase invest-
ments in innovation and R&D and hence productivi-
ty, which are key critical outcomes for this strategy.

The package of legally binding reforms that are set
out in the WTO TFA are estimated to lower the cost
of trade by 14% for LDCs such as Rwanda. This is
potentially transformative for the competitiveness
of Rwandan exports.

The recent SEZ Policy review sets out a clear strate-
gic framework for the development of industrial in-
frastructure and clarifies the public and private par-
ticipation in the development of SEZs. The review
also formalizes and extends all government facilita-
tion to investors in the zones which has to date re-
sulted in significant increases in turnover, employ-
ment and tax contributions of SEZ firms.

A review of existing consumer protection regulation
is ongoing with support UNCTAD. Once this is final-
ized, the recommendations need to translated into
RICA regulation and a capacity development pro-
gramme needs to be implemented for the judiciary as
well as RICA’s own inspection staff.

With support from WIPO, MINICOM drafted a new IP
Law and developed an IP Strategy. Both need to be
finally approved and passed and implementation
need to begin. Especially, there is a need to increase
awareness amongst IP holders and the judiciary sys-
tem on IP rights and enforcement mechanisms.

The package of reforms that Rwanda has committed
to are detailed in the submissions sent to WTO in
2015. A National Trade Facilitation Committee has
been established, chaired by MINICOM. Category A
measures must be implemented by February 2018;
Category B within 3-5 years and Category C within 5
years but dependent on donor support. Failure to
reach these deadlines exposes Rwanda to litigation
risks from other WTO members. TMEA and UNCTAD
have already committed support to developing the
project proposals for Category C measures, which
have been finalized.

As part of the recent SEZ Policy review, MINICOM
drafted amendments to the SEZ Law to clarify a few
issues hindering implementation. This Amendment
need to be passed. Subsequently, a number of SEZAR
regulations need to be issued to operationalize the
Law fully.
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8.8 Complete PSDYES Implementation Plan

each priority VC

Program / Subprogram/ Activity / Inputs Implementing Timelines
EE 18/19 | 19720 | 20721 | 21/22 | 22723 | 23/24

1 Pillar 1: Promoting competitive value chains made in Rwanda -
111 Establishment and recruitment of Domestic Supplier Development Unit RDB
112 Promote linkages across VCs and the domestic economy through supplier RDB

verification scheme
112a Organize meetings between Anchors and suppliers in each priority VC RDB
1.1.2b Develop a detailed and costed program for each priority buyer-supplier RDB

linkage
11.2c Organize one workshop per year between anchors and suppliers across RDB

121 Identify and enter into partnership agreements with Anchors MINICOM; RDB
121a Review and revise anchor firm selection criteria and transparency MINICOM; RDB
1.21b Review and revise Anchor firm partnership agreements with clear sunset MINICOM: RDB
clauses
1.2.1.0 - - - - - - -
Enter into partnership agreement with one Anchor in each priority VC in MINICOM: RDB
each annual cohort
122 Enhance productivity and competitiveness of Anchors MINICOM; RDB
122a Organize annual workshop to coordinate GoR support to anchor firms:
financing schemes, skills development, DSDU supplier relationships, tech- | MINICOM; RDB
nology upgrading programmes and trade facilitation forums
122b Conduct a detailed needs assessment of each anchor firm at the start of MINICOM: RDB
each cohort year
122c Strengthen M&E of Growth Anchor Firm Initiative MINICOM: RDB
122d Monitor Anchor firms and their domestic supplier networks MINICOM; RDB

90



Program / Subprogram/ Activity / Inputs

Implementing
Agency

Timelines

18/19 | 19/20 | 20/21 | 21/22 | 22/23 | 23/24

131
S . . L MINICOM; MINECO-
Partnership with financial sector to channel credit to priority VCs FIN: RBA: BNR: PSF
131la . . . A
Establish goals for credit allocation to priority VCs MINECOFIN; RBA
131b Monitor credit allocation to priority VCs MINICOM; BNR
131c Attract investments in equity financing for VCs RDB
131d Organise four workshops per year for firms and banks MINICOM; PSF
1.3.2a Review existing access to finance products under BDF and tailor themto | MINIYOUTH,CESB,
youth growth entrepreneurs in CV BDF,PSF,MINICOM
1.3.2b Develop a policy document for special credit incentive to be granted to
- . . MINIYOUTH,CESB,
youth gazelle projects that have strong backward and forward linkages in BDE.PSE. MINICOM
the VC. T
1.3.2c . . . . .. . MINIYOUTH,CESB,
Monitor the implementation of the scheme of special credit incentives BDF,PSF, MINICOM

14.1 . i
Update legal and regulatory framework m:\'I\ICOM’ MINECO
141a : -
Introduce factoring law and regulations I';/::\II\IICOM, MINECO
141b Amend Internal Trade Law MINICOM
1'4'2 - - -
Carry out large-scale awareness campaign on implied terms and on VC MINICOM; MINECO-
financing FIN; MINALOC; PSF
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Program / Subprogram/ Activity / Inputs Implementing Timelines
AT 18/19 | 19/20 | 20/21 | 21/22 | 22723 | 23/24
142a . - , I MINICOM;
Organise nationwide awareness campaign on implied contract terms MINALOC: PSF
14.2b
. . . . MINICOM; MINECO-
Organise awareness campaign on VC financing FIN: MINALOC: PSF
143 Carry out feasibility study for the platform BRD
144
Build platform and carry out awareness and training campaign m:\'l\"gggl MINECO-
l44a Hire IT developers to construct the Rwanda Factoring Platform BRD
1.4.4b
. . MINICOM; MINECO-
On-board Anchors, SMEs and financiers FIN: BRD
l44c Train companies on how to access the platform MINICOM
144d Ensure smooth operations of the platform BRD
151 Package bankable investment projects for investment attraction RDB
152 Carry out targeted investment missions in strategic markets (TIMs) RDB
153 Implement effective after care services to retain and grow investments RDB
153a Develop an online investor relationship management system to quickly RDB
identify and resolve investor issues
153b Hold quarterly CEO forums with investors RDB
153c Provide quarterly Cabinet briefings on strategic investments RDB
153d Hold weekly investor open days to address investor complaints. RDB
153e Conduct investor perception survey RDB
154 Position Rwanda as "Proof of Concept Country" MINICOM; RDB
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Program / Subprogram/ Activity / Inputs Implementing Timelines
AN 18/19 | 19/20 | 20/21 [ 21722 | 22/23 | 23/24
l.5.4.a - . -
Hire consultants to develop a strategy on positioning Rwanda as a Proof MINICOM: RDB
of Concept Country.
154b Validate final strategy and have it approved by Cabinet MINICOM; RDB
155
Made in Rwanda Database: A complete & up-to-date database with all MINICOM; MICET;
registered companies inside Rwanda RRA; RDB
155a
. MINICOM; MICET;
Prepare detailed ToRs for database RRA: RDB
155b
. . MINICOM; MICET;
Hire developers to build the database RRA: RDB
2 Pillar 2: Increasing firm-level productivity and enhancing diversification

211 Expand RRT to cover all priority VCs WDA
21l1la Avail training and support on a demand-driven basis WDA
212 . . . MINICOM;
Launch skills development centres in each priority VC through PPP MINEDUC: WDA
212a Carry out needs assessment for priority VCs - phased over 7-year pro- MINICOM,;
gram MINEDUC; WDA
212b L MINICOM;
Identify private partners for selected VCs MINEDUC: WDA
2l2c Develop curricula and deliver training programmes MINICOM
P 9 prog MINEDUC; WDA
2.1.2d Develop an_d impler_ne_nt Tailored Apprenticeship programs and Short. WDA, MINIYOUTH
term vocational training programs for youth out of the regular education CESB/NEP
system (School dropout, idle youth, and youth not in school....) '
212e PSF,
Implement of the Workplace Learning Policy WDA,MINIYOUTH
,CESB/NEP
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Program / Subprogram/ Activity / Inputs

Implementing
Agency

Timelines

18/19 | 19/20 | 20/21 | 21/22 | 22/23 | 23/24
213 MINICOM,;
Increase utilization of internship and job-placement schemes MINEDUC; WDA,;
RRA
213a Launch Train a Rwandan campaign: Carry out large-scale awareness
campaign on accessing WDA Industry-based Training (IBT) and tax incen- | MINEDUC; WDA
tives
213b Inzr;r:]lfment tax reforms to incentivize on-job training and youth employ- MINICOM: RRA
2.1.3.b.i | Undertake a study on tax incentives for encouraging on-job training MINICOM
2.1.3.b.ii | Implement tax reform, drafting regulation and educating implementing RRA
agencies
214 Develop a Business Development Advisor (BDA) accreditation scheme MINICOM
21l4a Develop a three-tiered accreditation scheme for BDAs MINICOM
214b | conduct quarterly trainings and tests MINICOM
215 Attract regional and continental talentinto VCs and position Rwandaasa | MINEDUC; RDB;
talent hub DGIE
215a Assess visa regulations for highly skilled migrants based on ease of firms
to recruit skills abroad (review impact of transferring labour market tests | RDB; DGIE
from DGIE to MIFOTRA)
216 Develop a BDA Feedback framework (hire firm to develop SMS-based MINICOM
platform for identifying and reporting on BDAS)
216a Complete procurement of services MINICOM
216b Validate system MINICOM
221 Promote technology upgrading and acquisition across priority VCs NIRDA
221a Complete technology audits completed on all selected value chains and .
- . NIRDA; NCST
provides technical support for technology development/transfer
221b Conduct awareness programme of technology acquisition opportunities NIRDA

in each value chain
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Program / Subprogram/ Activity / Inputs Implementing Timelines
AT 18/19 | 19/20 | 20/21 | 21/22 | 22/23 | 23/24
222 - - “y e
Enhance food quality and technology to improve the competitiveness of MINICOM: RSB
Rwandan products
222a Establish the SMEs readiness for S-MARK and HACCP certification MINICOM: RSB
222b IlnchIf’ease and maintain the number of HACCP certified SMEs from 17 to MINICOM: RSB
223 Implement RSB Graduate Placement Programme (SMEs) MINICOM; RSB
223a Develop clear criteria for selecting SMEs MINICOM; RSB
223b Match SMEs with certified trainers MINICOM: RSB
223c Implement clear M&E for the program RSB
224 Implement RSB Graduate Placement Programme RSB
224a Develop training materials for graduates RSB
224D Recruit graduates and deliver training RSB
224.c Assess and certify the graduates RSB
224d Develop aguiding document to support youth projects in the VC to meet | MINIYOUTH,
the extended catalogue of standards through Technical assistance and CESB/NEP,
certificate fees incentives RSB,
224.e Implement standards compliance facility for youth with Projects in the RSB,MINIYOUTH,
CVs CESB/NEP
225 Egl\{(e:)llop a High-Growth Entrepreneurship Policy and a Social Enterprise MINICOM: RDB
225a Complete procu rement of high-growth entrepreneurship and social en- MINICOM: RDB
terprise policies
225b Validate final policies and have approved by Cabinet MINICOM; RDB
225c¢ Develop an incubation concept to provide business development and
production process solutions to gazelles entrepreneurs for youth in the MINIYOUTH, CESB
VC
2258 Monitor the implementation of incubation centers MINIYOUTH, CESB
226 I_ncrease awareness and capacity on intellectual property rights protec- MINICOM: RDB
tion and enforcement
226a Conduct public awareness campaign on intellectual property (IP) rights MINICOM; RDB
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Program / Subprogram/ Activity / Inputs Implementing Timelines
AT 18/19 | 19/20 | 20/21 | 21722 | 22/23 | 23/24
2.2.6.b . .
Conduct targeted training workshops on IP for selected SMEs IF\{/IIIDIEI COM; NIRDA;
226c¢ Provide support to Anchors and selected SMEs to develop internal IP MINICOM:; NIRDA;
strategies RDB
2.2.6d
Establish partnerships between WIPO, the Rwanda Bar Association and MINICOM; NIRDA,;
NIRDA to increase capacity in patent drafting and examination RDB; RBA
2.2.7 MINICOM;
Finalize the Science, Technology and Innovation Policy MINEDUC; NIRDA;
NCST

311

Pillar 3: An Ecosystem Approach for Increasing Exports

Finalise construction of Kigali Logistics Platform (KLP) and other trade

231 :
Promote digitalisation of the Rwandan private sector 21:2:%;’:" IcT

231la Establish clusters for digitalisation of sectors of tech and non-tech firms ICT Chamber

231b ;
Promote digital exports and domestic market recapturing MINICOM; 1CT

Chamber

232 Strengthen the Professional Services Forum to act as main Public Private MINICOM
Dialogue (PPD) forum for services

233 Build the Kigali Innovation City (KIC) RDB

3

logistics projects MINICOM
31l1la Finalise construction of the KLP MINICOM
311b Construct Rubavu bonded warehouse MINICOM
3.11b.i | Apply for construction permit for Rubavu bonded warehouse MINICOM
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Program / Subprogram/ Activity / Inputs Implementing Timelines
AT 18/19 | 19/20 | 20/21 | 21/22 | 22/23 | 23/24

3.L.1b.ii | construct Rubavu bonded warehouse MINICOM
311lc Construct Rusizi bonded warehouse MINICOM
3.11.ci | Find investor for Rusizi bonded warehouse MINICOM
3.11.cii | Apply for construction permit and construct Rusizi bonded warehouse MINICOM
3.1.2 - - - _ -

ans_truct eight SEZs, develop district-level SME Parks and avail AFUs MINICOM: SEZAR

within each SEZ
3.12a .

Construct eight SEZs MINICOM; SEZAR
3.12ai .

Complete the construction of the Bugesera Zone MINICOM; SEZAR
3.1.2a.i .

Fully expropriate the land for Muhanga and Musanze Zones MINICOM; SEZAR
3.1.2.aiii N . : :

Undertake engineering and feasibility studies for all potential zones MINICOM; SEZAR
3.1.2.aiv . .

Construct and establish connectivity of all zones MINICOM; SEZAR
31.2b L

Develop district-level SME Parks MINICOM; SEZAR
3.1.2.bi . .

Undertake studies on potential SME parks MINICOM; SEZAR
3.1.2.b.ii . . .

Provide basic infrastructure in these SME parks MINICOM; SEZAR
3.12c . o

Avail AFUs within each SEZ MINICOM; SEZAR
3.1.2c.i . o

Find developers for AFUs within each SEZ MINICOM; SEZAR
3.1.2.cii o

Construct AFUs within each SEZ MINICOM; SEZAR
313

Develop SMI Parks for each priority VC

MINICOM; SEZAR
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Program / Subprogram/ Activity / Inputs Implementing Timelines
AT 18/19 | 19/20 | 20/21 | 21/22 | 22723 | 23/24
3.13a . .
Set up sector-specific SMI Parks in each SEZ MINICOM; SEZAR
3.1.3ai i .y - i
Book plots _of 5_1_Oha within SEZs z_md develop them for specific sub MINICOM: SEZAR
sectors (prioritising Agro-processing sectors for start)
314 Provide sector-specific technical assistance and general business devel-
opment services to the users of SMI parks focused primarily on exports MINICOM; SEZAR
and e-commerce
315 . . S
Rwanda International Trade Fair and Exhibition Park MINICOM; RDB; PSF
3.1.6 Completion of Integrated Craft Production Centers-UDUKIRIRO in
Nyarugenge,Rulindo, Musanze and Gicumbi Districts and establish ICPCs | LODA, DISTRICTS
in vibrant trade centers and IDP Model Village
321 Develop Trade in Services Strategy MINICOM
321a Hire consultants to develop Trade in Services Strategy and implementa-
. MINICOM
tion plan
321b Validate final strategy and have it approved by Cabinet MINICOM
322 Increase revenues from the tourism sector RDB
322a Attract investments in high-end tourism RDB
322b | Targeted marketing of Rwanda as a high-end tourism destination RDB
322c¢ Support development of additional tourism products to diversify the tour- |
ism sector and attract investment
3.22d Build capacity of Rwanda Convention Bureau to attract high value inter- RDB
national events
322e Conduct domestic tourism campaigns to grow the domestic tourism sec- RDB
tor
331 Implement WTO Trade Facilitation Agreement
331la Ensure Implementation of Category B measures MINICOM
33.1b Ensure Implementation of Category C measures MINICOM
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Program / Subprogram/ Activity / Inputs Implementing Timelines
AT 18/19 | 19/20 | 20/21 | 21722 | 22/23 | 23/24
332 Establish and operationalise RICA, The Rwanda Inspectorate, Competition
. MINICOM

and Consumer Protection Agency.
333 Carry out targeted trade missions and export research in key markets MINICOM; PSF
3.33a ;cézr;tlfy key potential markets and carry out two market entry studies per MINICOM: PSF
333b Support anchors to go on trade missions to key markets RDB

341 Build ecosystem for e-commerce MINICOM
341a Update legal and regulatory framework on e-consumer protection MINICOM; RICA
34.1b Provide trainings on e-commerce skills WDA
34.1bi D_evelop training program and curriculum for e-commerce and digitaliza- WDA

tion of product services
3.4.1.bii | provide trainings to SMEs WDA

351 Review the Export Growth Facility MINICOM; BRD
352
Regulatory reform to facilitate access to affordable international pay- MINICOM; MINECO-
ments FIN; BNR
352a Recruit consultants to review adoption of international payment plat-
. . MINICOM
forms and for e-commerce, in particular
352b . . -
Convene high-level government meeting to address regulation for inter- MINICOM; MINECO-
national payments FIN; BNR
353 . . MINICOM; OTP;
Implement the Open Skies Policy RCAA
4 Pillar 4: Streamlining Regulation and Access to Information
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Program / Subprogram/ Activity / Inputs Implementing Timelines

Agency 18/19 | 19720 | 20721 | 21/22 | 22723 | 23/24

41.1 | bo Busi Portal MINCOM; MICET;
rembo business Forta RISA; Rwanda Online

411a i _ i i
Hire developers to develop back-end G2B services to be made available MINICOM: MICET
digitally through Irembo

411 ; ] . :

b Connect all G2B services to Irembo Business Portal 'F\{AIIS'\/I_\ICOM’ MICET,

41l1lc Develop feedback tools and information pages and connect these to the MINICOM; MICET;
Irembo Business Portal RISA

41.1d . . MINICOM; MICET;
Carry out awareness campaign about Irembo Business Portal Rwanda Online

4. 1.2 - - - ._
In?roduce rapu_:i response access windows at regulatory agencies for pri MINICOM: RDB
ority VCs (Advisory Desks)

Conduct stakeholder validations and ensure promulgation of new insol-
vency law

Review insolvency framework for SMEs, with a view to reducing time and
Ccosts.

MINICOM; RDB

MINICOM; RDB

451 | conovet il valdmion andpromulgsionarpRIaw oo ||| ||
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