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CURRENCY EQUIVALENTS

Currency unit = Rwandan franc (RWF)
uUsD 1.00 = RWF 445
RWF 1.00 = USD 0.0022

WEIGHTS AND MEASURES

1 kilogram (kg) 2.204 pounds (I1b)

1000 kg = 1 metric tonne (t)

1 kilometre (km) = 0.62 miles (mi)

1 metre (M) = 1.09 yards (yd)

1 square metre (m?) = 10.76 Square feet (ft?)
1 acre (ac) = 0.405 ha

1 hectare (ha) = 2.47 acres
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EXECUTIVE SUMMARY

A. Macroeconomic, institutional, and sectoral context

1 Rwanda’s economy has made a good recovery from the destruction left in the wake of the
events of 1994. Thanks to considerable assistance from the international community, the gross
domestic product (GDP) has returned to the pre-1994 level; large inflows of returnees have been
resettled; and inflation and government spending have been curbed. The Government has liberalized
the economy and increased the share of fiscal revenue to GDP. At about 5% per annum, GDP is
growing faster than the population (growth estimated at about 2.9%). However, low coffee prices and
slow recovery of the coffee sector’s productive capacity, coupled with high petrol prices, appreciation
of the United States dollar and a very heavy debt repayment burden have put considerable pressure on
the country’s international trade balance-of-payments situation.

2. Despite good economic progress, poverty is still a major problem in Rwanda. The share of the
total population (rural and urban) estimated to live below the poverty line has fallen from the 1994
peak of 78%, but at 65% it is still well above the 1990 situation of less than 50%. In rural areas, where
over 80% of the total population lives, the poverty index was estimated at 70% in 1999. Some
250 000-300 000 households still live in makeshift settlements and are housed under plastic sheets. In
November 2000, the Government issued a document setting out its preliminary poverty-reduction
strategy. Several committees are at work on finalizing the strategy, based on consultations with a wide
range of interested parties throughout the country.

3. In 2000, the Government launched a far-reaching reform aimed at decentralizing the country’s
administrative and political processes. Freely elected assemblies and committees have established a
system of democratic local government, which includes cells, sectors and districts, and institutions
function. Many responsibilities have been devolved to the district level, and those retained by the
central Government have been delegated to outposted units at the provincial level. A bottom-up
planning and evaluation process is envisaged in which the cell — the grass-roots institution of local
government controlled by a consultative committee — is expected to play a major role.

4.  Agriculture contributes about 40% of GDP and more than 80% of the country’s export earnings.
While food production levels have returned to normal in most provinces, the production of export
crops, particularly coffee, is lagging behind, despite government measures to encourage private-sector
investment and to complete the trade liberalization process. Faster growth calls for investment in the
replanting of old trees with high-yielding varieties and the establishment of adequate coffee-washing
centres. There is also scope for improving the capacity of tea factories and for supporting producers of
tropical fruit in order to encourage export diversification.

B. IFAD Operationsin Rwanda

5.  Currently, there are three ongoing IFAD projects in Rwanda. (The Gikongoro Agricultural
Development Project (232-RW); Byumba Agricultural Development Project - Phase Il (264-RW);
Socio-Health Programme (grant BSF-BG-020); and the Rwanda Returnees Rehabilitation Programme
(grant 377-RW) were closed by end-2001.) The Intensified Land Use Management Project in the
Buberuka Highlands (314-RW) and the Rural Small and Microenterprise Promotion Project
(PPPMER) were reviewed in mid-2001 and extended for about two years. The mid-term review of
PPPMER has strongly recommended a follow-up project. The Umutara Community Resource and
Infrastructure Development Project (537-RW) began operations in January 2001. The Umutara
Community Resource and Infrastructure Development Twin Project (573-RW) was approved by the
Seventy-Fourth Session of the Executive Board held in December 2001 and became effective in
October 2002.
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C. LessonsLearned

6. The main lessons learned since the reactivation of IFAD operations in 1996 can be summarized

asfollows:

Project ‘beneficiaries’ do not participate in activities planned by project designers and
managers in a top-down manner: participation requires effective beneficiary
empowerment in planning development activities based on their own felt needs and
priorities.

Decentralization is progressing rapidly, providing new opportunities both to the lower

echelons of local government and to civil-society organizations (CSOs) at the community
level, as well as for associating non-governmental organizations (NGOs) and private
enterprises with the development process through the outsourcing of contracts.

The combination of rapid population increases in heavily populated areas and
accelerating urbanization call for development of agriculture-related off-farm income-
generating activities; this in turn raises the issues of credit and links to market
opportunities.

Flexibility in demand-driven project design (emphasis on processes rather than on
blueprints) is a necessary condition for ‘designing for success’.

There is a real gap between opportunities to invest in those small rural enterprises in a
position to exploit new market opportunities in crop livestock and non-farm products and
the financial resources available to such enterprises. Filling that gap calls for the
development of viable microfinance institutions (MFIs) capable of promoting local
savings mobilization and product diversification, and of providing loans to creditworthy
clients at minimal transaction costs to all parties concerned.

More attention should be paid to: availability of information on markets and technology;
infrastructure required to reduce farm-to-market transportation costs so as to increase
competition for farmers’ surpluses; and measures to increase farmers’ bargaining power
vis-a-vis traders.

Appropriate  technology development (production, processing and marketing
technologies) falls short of the requirements of crop/livestock farmers and rural
entrepreneurs interested in developing off-farm income-generating activities. This calls
for a new approach to technology generation and transfer, based on participatory
diagnosis of problems, identification of farmer innovators, close working relationships
among provincial- and district-level technicians and research officers, and more demand-
driven research.

Projects are slow to get under way and do not always start up as they should. Strong
back-up from IFAD is required during the first years of operations: innovative projects
involving institutional development and/or changes in conventional project management
practices must be monitored very closely from the outset to help project coordinators and
service providers begin with the right approach. Such assistance should go well beyond
the current scope of start-up workshops.

Involving NGOs and private-sector operators in project implementation requires a more

realistic approach, including appreciation of the full cost of providing services and an
effective system of incentives.

Vi
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D. Strategic Framework for IFAD

7. Based on lessons learned, three strategic guidelines will be followed by IFAD in designing the

next round of operationsin Rwanda, namely: (i) emphasis on institutional development, to assist in the
Government's decentralization process and ensure that IFAD’s target group can fully exploit
opportunities offered by the new approach; (ii) exploitation of all possible means of increasing the
income of the rural poor through agricultural and non-agricultural activities, focusing on new ways of
generating and disseminating technology innovations and on developing sustainable rural financial
services; and (iii) focus on potential synergies among IFAD projects, that is, undertaking fewer
operations over smaller areas of intervention but designing projects with complementary activities and
increasing IFAD headquarters support to project implementation units.

8. The corresponding thrusts of IFAD activities in the country will include support for the
Government’s decentralization policy; development of sustainable rural MFIs; identifying new
responses to issues of technology generation and transfer for crops and livestock; income generation
and diversification activities; market organization and innovative marketing techniques and linkages;
integrated, rural, non-farm small and microenterprises; and gender mainstreaming.

E. Main Opportunitiesfor Project | ntervention and Innovation

9. The ongoing UCRIDP, which involves many innovative features acceptable to the Government,
has been replicated in the other four districts of Umutara and thus will provide a uniform approach to
institutional development in the province. There is potential for expanding or replicating the activities
of PPPMER, combined with the development of sustainable rural financial markets and MFIs capable
of responding to the financial needs of small rural enterprises. IFAD is also exploring the possibility of
assisting smallholder production of export crops, such as tea, coffee, and new crops with export
potential, including support to innovative marketing arrangements.

F. Areasfor Policy Dialogue

10. The funding of the two projects in Umutara placed IFAD in a good position to pursue policy
dialogue with the Government on all matters relating to implementation of the decentralization policy,
particularly with regard to the role that rural communities and groups of poor people will be allowed
to play at the different levels of local government. The new approach envisaged under UCRIDP and
UCRID Twin Project with respect to technology generation and transfer issues — introduction of
participatory diagnosis of problems and identification of farmer innovators, planned joint activities
between staff of the Department of Agriculture, Livestock and Forestry (DALF) and the Agricultural
Research Institute of Rwanda (ISAR), the private paraveterinary programme, etc. — will enhance
policy dialogue on the approach to agricultural services throughout the country. Through support for
the development of rural financial markets, dialogue will be established with the Government and the
central bank on the ‘rules of the game’ to be applied. Support to cash and export crops will enhance
policy dialogue in subsectors of critical importance to the country’s long-term balance-of-payments
equilibrium, with a view to addressing jointly poverty reduction and sustainable economic growth
objectives. Finally, emphasis on gender and lessons learned from UCRIDP and the UCRID Twin
Project will provide the basis for dialogue on equal opportunities for women in Rwanda.

G. Lending Framework

11. Rwanda has a strong case for continued IFAD assistance: (i) low income levels, high incidence
of poverty and limited resources compared to the size of the population; and (ii) progress in economic
and institutional reform, including decentralization and the existence of a system of democratic local
government — albeit fragile — that may serve as an effective vehicle for promoting participation and
empowering IFAD’s target group.

Vi
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12.  Over the next four years, IFAD’s lending programme in Rwanda is expected to include:

» expansion of UCRIDP to all of Umutara Province through a new IFAD loan;

» close monitoring and supervision of the experience in Umutara, including necessary
adjustments to improve implementation; possible replication of UCRIDP in other provinces
of the country (for instance, Kibungo and Bugesera) once sufficient experience has been
acquired in implementing the UCRIDP approach;

» expansion of PPPMER activities to other areas and to all of Umutara Province, thus
ensuring the integration of small and microenterprise (SME) with the development of rural
financial markets and MFIs; and

» design of a project for the development of cash and export crops, aimed at providing
support to associations of poor coffee/tea growers in the renewal of their plantations, full
participation in processing and marketing, and development of innovative marketing
strategies and opportunities jointly with appropriate private-sector operators.

viii
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RWANDESE REPUBLIC

COUNTRY STRATEGIC OPPORTUNITIES PAPER?
(COSOP)

I. BACKGROUND

1 New factors affecting the Fund’s operations in Rwanda have made it necessary to update the
Rwanda Country Strategic Opportunities Paper (COSOP) prepared inTh@8@ factors include: the
closing over the next 18 months of all of the Fund’s projects initiated before 1994, good progress in
implementing the Government’s decentralization policy and — as a means of boosting the economy
and reducing poverty — renewed commitment to supporting market-oriented export promotion,
economic diversification and development of rural financial markets.

2.  Following the events of 1994 that led to the destruction of the country’s economic and social
fabric, in 1996 all IFAD projects in Rwanda were restructured to reflect changes in both the project
areas and the Government's priorities. The project areas and the number of beneficiary households
were significantly increased. Project management faced new challenges owing to the loss of many
experienced government officers during the genocide. Through the reformulation of its existing
portfolio, IFAD has played an important role in the process of reconciliation and economic recovery.

It has also demonstrated its capacity to intervene effectively on an emergency basis through rapid
launching of the short-term recovery and rehabilitation programme in favour of returnees (the Rwanda
Returnees Rehabilitation Programme [RRRP] grant 377-RW).

3. As the political and security situation normalized, the economy recovered and a new
government policy emerged in the field of institutional development and poverty reduction. In 2000,
the IFAD Executive Board approved the Umutara Community Resource and Infrastructure
Development Project (UCRIDP), which was designed to support the institutional development of the
lower echelons of local government (under the district administrations) as facilitators to developing
grass-roots civil-society organizations (CSOs) (farmers’ and women'’s groups). UCRIDP is helping the
Government implement its decentralization programme: outposting of line ministry services to
provincial and district levels; outsourcing provision of rural services to service providers in the public
and private sectors; and introduction of a system whereby service provision is based on demand from
communities, with the stakeholders’ commitment being certified by upfront payments of their share of
the costs. The aim of the project, which invests very heavily in local training and capacity-building, is
to leave behind a viable basis for effective devolution of resources and responsibilities to the lowest
echelons of government in the country.

4, Future IFAD operations in Rwanda will be based on lessons learned in supporting institutional
development in Umutara and on the need to: (i) improve the income of the Fund’s target groups,
especially income from innovative methods of promoting traditional and non-traditional export crops
such as coffee, te&jwi, fresh flowers and passion fruit; and (ii) enhance the food security of poor
households by supporting on and off-farm income-generating activities through a variety of measures
that mitigate the impact of market imperfections on the poor and improve rural producers’ terms of
trade.

1 COSOP approved in July 2001 and updated in October 2002 for presentation to the Executive Board.
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[1.ECONOMIC, SECTORAL AND RURAL POVERTY CONTEXT

A. Country Economic Background

5. Rwanda has a totd land area of 26 000 km2 and a population of eight million, which is
estimated to be growing at 3% per annum. On average, there are more than 300 people per square
kilometre of territory. Per capita gross domestic product (GDP) was USD 250 in 2000. The latest
estimate of the proportion of people below the poverty line is 70% nationally.

6. The economy has rebounded since the drastic drop in 1994 (by over 50%) caused by the
genocide, as a result of both the determination of the Rwandan people and large quantities of foreign
assistance. The initial growth rate of the economy, a spectacular 34% in 1995, has naturally fallen to
more normal levels over the course of time. A 9.5% growth was recorded in 1998, but it dropped to
about 6% in 1999. In the years immediately following the civil war, inflation was curbed through large
imports of goods financed by donors, mostly on a grant basis. Prices increased by about 11% in 1997,
declining to about 3% in 1999 and 2000. Government revenue increased from 6.9% of GDP in 1995 to
9.7% in 1999. Military spending is still about 3.8% of GDP, while spending on social services
amounts to about 4.1%. The Government expects to reduce the former to 2.3% and increase the latter
to 6.9% by 2004. The current account deficit, excluding official transfers, was 16.8% of GDP in 2000
and is expected to drop to 10.7% in 2004.

7. The Government’s macroeconomic policy objective is to maintain present stability, keep
inflation below 5%, achieve a GDP growth rate of at least 6% per annum over the medium term
(2004), and keep the level of foreign exchange reserves at the present level of six months of import
equivalent. This requires additional external assistance, particularly in the form of debt relief. Rwanda
obtained debt-relief facilities under the Debt Initiative for Heavily Indebted Poor Countries in
December 2000. In June 2002, the Government finalized the nation’s poverty-reduction strategy paper
(PRSP).

B. TheAgriculture Sector and Rural Development

8.  Agriculture provides the mainstay of the Rwandan economy, contributing about 40% of GDP.
Well over 80% of the population lives in rural areas and derives its livelihood from agriculture and
other activities strictly related to agricultural production. Agriculture provides the bulk of Rwanda’'s
export earnings, coffee and tea being the main commodities. As a result, both the country’s foreign
exchange position and the cash income of many agricultural producers are sensitive to seasonal
fluctuations in the prices of these commaodities.

9. Rwanda’s tea is of high quality, and real opportunities exist for expanding production well
beyond pre-war levels. There is scope for increasing yields from existing plantations and for more
planting in suitable areas, thereby consolidating the experience acquired in managing smallholder tea
projects. With relatively marginal investments, the capacity of existing tea factories could be expanded
by about 50%. A new factory in Gikongoro province is urgently required to process the production of
a government plantation of about 1 000 ha, which is largely wasted for lack of a processing facility at
the site. This is an opportunity to privatize the industrial estate by distributing the land to cooperatives
of poor smallholders.

10. The volume of coffee production is still about half that of the early 1990s. The number of
smallholder coffee growers is 30% less than it was ten years ago. There has been little replanting; poor
use of inputs on very old trees is common; and there has been no development of coffee-washing
stations. Opportunities exist in this sector to support recent developments, such as the entry of several
new private enterprises into the processing and marketing of coffee; establishment of new coffee
farmers’ associations interested in operating coffee-washing stations; and reform of the government-
owned OCIR-Café, which now focuses more effectively on promoting new and improved techniques.
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11. The Ministry of Agriculture, Animal Resources and Forestry (MINAGRI) is currently
investigating the possibility of introducing non-traditional cash-crops, such as kiwi, fresh flowers (for
export) and passion fruit, as a means of increasing smallholder revenues, with particular emphasis on
woman-headed households. The potential of these non-traditional cash crops should be investigated
further, with aview to assessing the scope for IFAD development assistance in the near future.

12.  The potentia for improving other crops, particularly food crops, calls for new approaches to soil
and soil-fertility conservation, an increasingly pressing problem in an environment prone to
degradation. Previous approaches to technology generation and extension have failed to significantly
influence farming systems and cropping practices. Innovative ways of handling relations among
farmers, government agricultural technicians (crop, livestock, forestry, rural engineering) and research
officers will need to be introduced in order to identify specific production problems together with the
farmers and to work with farmer-innovators. More farmer-demand-driven research must be undertaken
to identify effective, adaptable solutions. Zero tillage, alley farming and zero grazing technologies
may prove to be of considerable interest in this respect, provided they are adapted and tested with
farmer innovators interested in changing their cropping and livestock husbandry practices.

13. In most areas of the country, other features of rural development have suffered greatly as a

result of the civil war. By African standards, in 1993 Rwanda had a well-developed network of public

rural health facilities. That network was largely destroyed, but it is now slowly being restored to

working order. The same can be said of the rural education system, which has had to cope with large
displacements of people and the loss of many qualified teachers. The country’s literacy rate has
dropped for a variety of reasons. Many refugees/returnees did not have the possibility of sending their
children to school when they were abroad and have not been able to do so since their return because
they cannot afford the school fees. Many households are headed by: (i) minors (21%) as a result of the
genocide and the HIV/AIDS epidemic; (ii) widowed women; and (iii) women (34%) either de jure
and/or de facto heads of household (where men are in prison awaiting trial under genocide-related
charges). Women'’s low literacy levels constitute a major problem in most rural areas, and in some
areas the problem of water supply is still not resolved. Official statistics state that 56% of the
population have access to safe water, but many piped water supplies do not function properly owing to
a combination of inadequate management arrangements and insufficient revenue from water charges
(supply standards are set far in excess of what people are willing to pay).

C. Institutional Context

14. In 2000, the Government set in motion a series of far-reaching reforms that launched the
decentralization process. An official document issued by the Ministry of Local Government and Social
Affairs outlines the main features of the decentralization policy (Appendix V). The policy’s
objectives include: (i) participation of the population in planning, implementing and supervising
activities that concern them; (ii) enhanced transparency with regard to local leaders’ activities and
their accountability to their constituencies; (iii) improved response to local needs; and
(iv) development of local capacities for planning, implementation and supervision of development and
poverty-reduction activities and for resource mobilization.

15. The above-mentioned document sets out the services and functions to be undertaken by
outposted units under the direct supervision of the central ministries; functions to be delegated to
decentralized administrative units with full responsibility for execution; and the power, authority,
functions and responsibilities devolved from the central Government to local public administrative
bodies, which will receive legal status to become fully-fledged local governments.

16. The territorial administration divides the country into provindatia — corresponding to the
old prefectures), districtsiurere — corresponding to the old communes), sectarsilenge) and cells
(utugari). The central Government appoints the prefeatsuyoboz), who are responsible for the
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provinces. The people directly elect the chief executive of the district — the mayor — whereas the old
commune burgomasters were nominated by the central Government. The structure of districts, sectors
and cells includes assemblies of members responsible for formulating and approving local government
policy, priorities, programmes and budgets. Assembly members are selected through various election
systems. At the cell level, the assembly (Consultative Committee) consists of adult residents, who
elect the cell executive and development committees (DCs).

17. The Government expects the decentralization process to go forward in phases: (i) in the first
phase, a number of central government functions will be delegated to province or district levels; (i) in
the second phase, the delegation process will proceed from province to district and from district to
sector level; and (iii) the third phase will begin once the capacity of the districts is sufficiently
developed to take over most of the functions entrusted to the provinces, and the sector capacity is such
as to take over most of the functions currently handled at the district level. In this way the
intermediation of links with the provinces will gradually be reduced and full autonomy gained in
matters delegated to the districts and sectors, without the provinces. In Umutara, the ongoing
administrative reform strengthens both the institutional and conceptual basis of UCRIDP and the case
for extending UCRIDP activities to the entire province.

D. Rural Poverty Context

18. The events of 1994 have had far-reaching consequences and have led to greater poverty
throughout the country. There was a 30% drop in the population as a result of the genocide and the
large number of refugees that fled the country. However, following the repatriation of displaced
persons and refugees, there was a 9% increase in the population in 1995 and 1996 and 24% in 1997.
These changes have had a profound effect on the human settlement patterns in many parts of the
country, as many returnees have been deprived of their land, dwellings and assets. It is estimated that
over 60 000 private dwellings were completely destroyed during the war. In spite of considerable
donor assistance for houses and new village structures, returnees were illegally occupying more than
92 000 houses by mid-2000, and some 150 000 people were still being housed under plastic sheeting.
The Government estimates that about 300 000 families (well over one million people) are still
inadequately resettled.

19. The demographic structure of Rwanda has changed, with women now accounting for about 54%
of the total population. In the age group 16-64 years — representing 49% of the total population in
1996 — women accounted for 27% compared with 22% for men, and adult women were about 23%
more numerous than adult men. This situation is reflected in the number of woman/widow-headed
households, which has increased significantly to well over 22% of all households in 1996, with peaks
of 24% and 28% in Umutara and Butare provinces, respectively. In order to fully appreciate the
situation, a large number of households headed by minors must be added. In rural areas, woman- and
minor-headed households have insufficient labour to cultivate their land. Many households lost the
land their families tilled before the war and have now become extremely poor, landless labourers.

20. In 1990, it was estimated that about 48% of Rwanda’s population lived below the poverty line,
or 50% of rural people and 16% of those living in urban centres. In 1994, estimates were 78% and
82%, respectively. The situation has improved somewhat, but much needs to be done to return to pre-
war levels. Overall, poverty touched an estimated 65% of the total population in 1999; in the rural
areas, 70% of the population lived below the poverty line.

21. The HIV/AIDS epidemic constitutes a serious threat to Rwanda’s human resources and

development. Nationwide, 13.7% of the population over the age of 12 is affected by the epidemic. The
survey found a marked increased in HIV/AIDS in rural areas, up from 1.3% in 1986. The epidemic has
serious consequences. In agriculture, HIV/AIDS causes a reduction of available labour and of public
investment due to rechanneling resources from the agricultural sector to health. In education, the
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impact isfelt as areduced supply of teachers, asaresult of illness and death and of absenteeism due to
the need to care for sick family members.

22. The socia capital of rural people (associations, networks and systems of organization and
cooperation present in civil society) was also severely damaged by the events of 1994. This involved
(i) loss of extended family networks in the genocide; (ii) over-burdened community social networks,
particularly those caring for orphans living on their own; (iii) breakdown of informal credit systems
(tontines [savings groups] and labour groups) due to a lack of confidence in repayment and the
exclusion of a growing number of households because of inability to repay; (iv) exclusion of alarge
number of poor households from traditional labour-sharing groups owing to lack of able-bodied
labour; and (v) greater ethnic separation between communities, as survivors of the genocide move to
small urban centres in search of greater security.

23. It should be noted, however, that many forms of local organization survived the genocide (the
tontines, for example), and new forms of social organization have appeared. For instance, war widows

have created solidarity groups to share labour and the marketing of produce. These new organizations

bring together members of communities affected by similar circumstances. Old institutions have also
assumed important new roles. For example, the gacacas (committees of elders) play an increasing role

in conflict resolution. Together with local governments, they help settle disputes over returnees’ land.

In this connection, the Government’s decentralization policy greatly facilitates the reconstruction of
rural people’s social capital. The process will take time and the Government must pursue it with
unabated determination. It deserves the full support of donors.

E. National Strategy for Poverty Reduction
24. In November 2000, the Government issued the interim PRBEh was finalized in June 2002.

25. The PRSP recognizes that any successful poverty-reduction policy must be based on high
economic growth. Following liberalization measures introdwsiece 1996, the major challenges over

the medium term are to increase export earnings and agricultural production and diversify the
economy, including the development of information and communications technology services.
Market-oriented education is being emphasized in order to create a competitive, highly skilled labour
force to fully exploit the advantages of national bilingualism.

26. Through extensive national consultations, six broad areas have been identified in which action
is to be taken on a priority basis. In order of importance, these are: (i) rural development and
agricultural transformation; (ii) human development; (iii) economic infrastructure; (iv) governance;
(v) private-sector development; and (vi) institutional capacity-building.

27. With respect to social services for the poor, the PR§Ports themidugudu (‘village-ization’)

approach towards displaced populations and households living in makeshift settlements on the grounds
that it facilitates provision of social services such as health care, education and water supply. In the
field of education, district development committees will be mobilized to improve the coverage and
guality of primary education, and public support will enable promising children of poor households to
attend secondary school. Following the successful start of private tertiary education on a full fee-
paying basis, the expansion of private schools will be encouraged and measures introduced to help the
most able students from poor backgrounds enrol. Finally, a national policy on functional literacy is
now being drawn up to address the needs of women and men from poor households.
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1. IFAD EXPERIENCE

A. Present Strategy and Operations
28. Thelast COSOP for Rwanda, dated May 1999, indicated six strategic thrusts:

(i) support to CSOs and community-driven development as a means of promoting an
ingtitutional framework to facilitate the integration of small rural producers into the
national economy;

(i)  support for smallholder production of subsistence and cash crops, focusing on new
opportunities for export and/or import substitution and including support for technology
dissemination with regard to both cash and subsistence crops;

(iif) promotion of livestock development as an integral part of different farming systems, with
attention paid to environmentally friendly animal husbandry practices;

(iv) support for measures aimed at improving the availability of inputs for smallholders and
the marketing of smallholder produce;

(v) support to the Government’s ongoing decentralization policy with a view to strengthening
the role of CSOs and ensuring the full participation of IFAD target groups in all activities
of concern to them;

(vi) support to the Rwandese Peoples’ Bank (UBPR) and/or microfinance institutions (MFIs)
to improve access to and availability of credit for smallholders;

29. Specific attention will be focused on cross-cutting issues for women in the design of area-based
projects, particularly with respect to: health services and potable water supply; women’s microcredit
and savings schemes; small-scale agroprocessing and trading; functional literacy; and women’s active
participation in community decision-making in general.

30. In line with these thrusts, IFAD staff have been successful in giving a new impetus to the
implementation of the Rural Small and Microenterprise Promotion Project (PPPMER) and to the
preparation and approval of two UCRID projects.

31. The mid-term review of PPPMER and an evaluation conducted by the Government in May
2002 in the framework of PRSP follow-up found that the project has achieved some of its major
objectives regarding capacity to exploit options for income generation through off-farm enterprise.
The project has established sound methodologies for the survey and validation of enterprises operating
in the project area. It has surveyed and validated a large number of small enterprises and trained many
small entrepreneurs in business and accounting. However, PPPMER has been less successful in
securing the support of formal financial intermediaries to provide credit to validated small enterprises.
The line of credit that the project made available to UBPR has not been used. Some project funds have
been used by non-governmental organizations (NGOSs) to extend short-term credit as part of their own
activities. Some funds have been channelled through district women’s credit windows, which are an
emergency device and not sustainable over the long term. In short, PPPMER has stimulated effective
demand for credit, identified investment opportunities, and trained potential borrowers well beyond
the willingness of existing credit institutions to extend their operations to cover this potential market.

32. PPPMER has established a wide network of contacts throughout the project area, which is an
effective way of gathering and disseminating information on the microenterprise sector, its
composition and needs, and has introduced a channel for technology information and training of
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microentrepreneurs in the project area. A small nucleus of well-trained, dedicated staff is in place;
their experience will be valuable in the context of future IFAD projects that might include a more
informed approach to developing rural financial markets. Accordingly, the closing date of PPPMER
has been extended for two years and its activities expanded to include appropriate technology
diffusion in fields of particular interest to small enterprise, further technical and accounting training,
and more market intelligence support. The issue of credit, however, is still not resolved.

33. Thetwo UCRID projects support community development in the eight districts of the newly
established Umutara Province, where 100 000 returnees were resettled in compliance with the
Government of Rwanda’s commitment in the Arusha Peace Agreement of 1994. As 70 000 returnees
were resettled in new districts that were formerly part of the Akagera Natural Reserve, project
appraisal was backed up by intensive environmental assessment studies.

34. The design of the UCRIDP builds on the Government’s considerable progress in implementing
its decentralization policy. The projects introduce a number of innovative features aimed, on the one
hand, at changing the relationship between the project coordination unit (PCU) and service providers
contracted by the PCU through renewable agreements (government services and international and
national NGOs) and, on the other, at empowering local communities to plan project activities and have
a voice in evaluating the usefulness and quality of the services provided.

35. In order to achieve its institutional development objectives, UCRIDP will enhance the role of
local government in Rwanda, particularly the lower echelons of local government, through district task
forces for each project activity. Here, elected members of the sector and cell DCs work in close
association with technical officers posted at the district level and with research officers from the
Umutara station of the Agricultural Research Institute of Rwanda (ISAR). UCRIDP supports
communities at the grass-roots level by funding three services for capacity-building contracted to
NGOs: a community facilitator (NGOs), women-in-development (WID) (NGOs), and a fund advisor
(NGOs). The latter service will assist groups of men and women wishing to establish savings and loan
associations that may develop into MFIs with links to the commercial banking system. All project
activities will be demand-driven and funded on a matching grant basis, except for training, which
absorbs a large share of total project costs.

36. At the request of the Government and in collaboration with the OPEC Fund, IFAD has provided

a new loan to Rwanda that expands the UCRIDP area to the entire province. This will ensure a
uniform approach to institutional and community development in areas that were not previously

cultivated and lack basic infrastructure, and in which the climate is less favourable than in any other
area of the country. Since PPPMER operates in two districts of Umutara province, IFAD will test

possible synergies between the financial-service development activities of UCRIDP and PPPMER'’s
promotion of small and microenterprises (SMES).

37. The other IFAD operations in Rwanda closed in 2001: Byumba Agricultural Development
Project - Phase Il (264-RW), Gikongoro Agricultural Development Project (232-RW), and the Socio-
Health Programme (BSF-BG 019/022). Completion reports have been done for the projects, which
were designed in the 1980s based on an approach to agricultural and rural development that no longer
reflects current thinking on links between economic and institutional development and rural
livelihood, new government policy orientation and innovative I|FAD approaches. Their
implementation was affected by the events of 1994 and the need to serve a greater number of people
living under much more severe constraints then originally envisaged. The review of the Gikongoro
project experience, in particular, showed that the community participation approach, introduced in
projects after the 1996 restructuring of the portfolio, had invariably been misinterpreted as a marginal
‘add-on’ to project policy rather than as an integral part of project planning and implementation. The
absence of mechanisms to make project staff accountable to beneficiaries also contributed to their
generally limited impact. The Rwanda Returnees Rehabilitation Programme (RRRP — grant 377-RW)
also closed in 2001. RRRP was conceived to facilitate rehabilitation of the agricultural production
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capacity of vulnerable households through the distribution of 45 000 agricultural packages to 15 ex-
communes showing the highest vulnerability rate in 1997 and in IFAD’s portfolio interventions. The
participatory approach developed in RRRP has enabled rural communities to identify — fairly and
transparently — the vulnerable households among them. RRRP successfully met its objectives of
rehabilitating the agricultural production capacity and enhancing social cohesion and reconciliation. In
fact, the RRRP participatory approach is being used as a model by the Food and Agriculture
Organization of the United Nations and the World Bank in designing rehabilitation projects in
Afghanistan, Bosnia, Kosovo, etc.

B. Lessons Learned

38. The main lessons learned since the reactivation of IFAD operations in 1996 can be summarized
as follows:

. Project ‘beneficiaries’ do not participate in activities planned by project designers and
managers in a top-down manner: participation requires effective beneficiary
empowerment in planning development activities based on their own felt needs and
priorities.

. Decentralization is progressing rapidly, providing new opportunities both to the lower
echelons of local government and to CSOs at the community level, as well as for
associating NGOs and private enterprises with the development process through the
outsourcing of contracts.

. The combination of rapid population increases in heavily populated areas and accelerated
urbanization call for development of agriculture-related off-farm income-generating
activities; this in turn raises the issues of credit and links to market opportunities.

. Flexibility in demand-driven project design (emphasis on processes rather than on
blueprints) is a necessary condition for ‘designing for success’.

. There is a real gap between opportunities to invest in those small rural enterprises in a
position to exploit new market opportunities in crop livestock and non-farm products and
the financial resources available to such enterprises. Filling that gap calls for the
development of viable MFIs capable of promoting local savings mobilization and product
diversification, and of providing loans to creditworthy clients at minimal transaction costs
to all parties concerned.

. More attention should be paid to: availability of information on markets and technology;
infrastructure required to reduce farm-to-market transportation costs so as to increase
competition for farmers’ surpluses; and measures to increase farmers’ bargaining power
vis-a-vis traders.

. Appropriate technology development (production, processing and marketing
technologies) falls short of the requirements of crop/livestock farmers and rural
entrepreneurs interested in developing off-farm income-generating activities. This calls
for a new approach to technology generation and transfer, based on participatory
diagnosis of problems, identification of farmer innovators, close working relationships
among provincial- and district-level technicians and research officers, and more demand-
driven research.

. Projects are slow to get under way. In order to ensure timely implementation, strong
back-up from IFAD is required during the first years of operations: innovative projects
involving institutional development and/or changes in conventional project management
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practices must be monitored very closely from the outset to help project coordinators and
service providers begin with the right approach. Such assistance should go well beyond
the current scope of start-up workshops.

. Involving NGOs and private-sector operators in project implementation requires a more
realistic approach, including appreciation of the full cost of providing services and an
effective system of incentives.

IV. STRATEGIC FRAMEWORK FOR IFAD

A. Overall Aimsand Strategy Guidelines

39. Overall aims. IFAD’s overall objective in Rwanda is to comply with the Government’s desire,

to the extent possible, that the Fund take the lead in supporting efforts to reduce rural poverty. This
will require IFAD to: invest in projects with sustainable activities responding to the felt needs of the
target group; develop and test approaches that can be replicated in other parts of the country with the
support of other donors; seek project cofinancing from other donors; and maintain an effective policy
dialogue with the Government on the economic, human and institutional development of the rural poor
in Rwanda.

40. Strategic guidelines. In pursuing its overall aims, IFAD is guided by three basic strategies:

. Emphasize ingitutional development to achieve effective transition from the concept of
helping project ‘beneficiaries’ to that of dealing with ‘partners in development’. This will
involve the application of five related principles: (i) supporting grass-roots institutional
development, i.e. the lower echelons of local government, spontaneous formal and
informal common-interest associations within the target group, and local CSOs;
(i) responding to communitgemand as distinct fromneed; (iii) rationing resources to
the communities through rigorous application of a matching grant policy; (iv) establishing
effective ways and means of ensuring that service providers are accountable to their
clients; and (v) including institutional assessment as a key to project design.

. Exploit all means of increasing the income of the rural poor, including food and cash
crops, livestock and off-farm income-generating activities. This will entail devising new
ways of supporting farmer-demand-driven research and development activities in
technology generation and transfer, as well as market information, marketing associations
and skills development, and links with financial institutions willing to extend short-term
credit to improve farmers’ terms of trade. Without losing sight of the importance of
increased production, relative emphasis may be shifted to supporting measures that help
mitigate the effect of market imperfections and improve the incentive system faced by
rural producers. To that end, emphasis will also be placed on sustainably improving rural
financial markets (including adoption of adequate and flexible regulations), securing
access to financial services for the rural poor, and integrating grass-roots-level financial
intermediaries in a competitive network of formal financial institutions capable of
exploiting the potential offered by a new market.

. Focus on potential synergies among IFAD projects, i.e. with fewer projects, over
smaller areas of intervention, and undertaking complementary activities; correspondingly
increase headquarters support to project start-up and implementation. This will include
identifying innovative ways to improve reporting and monitoring of service delivery and
ensure ongoing evaluation of project impact at the community level.
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B. Proposed Thrusts

41. Support to the decentralization process. IFAD will support relationships among the three

layers of local government (cell, sector and district) and the development of formal and informal CSOs

at the cell or intra-cell level. Its projects will pay particular attention to the development of effective,
bottom-up planning of service-provider activities and a rigorous evaluation of their performance —

with the participation of the users. IFAD will invest heavily in training and on-the-job management
advice so as to build the capacity of communities, local governments and outposted units of the central
Government, and will ensure that all development partners comply with project policy. In this
connection, IFAD’s area-based projects will strengthen the capacity of the lowest echelons of local
government for using participatory rural appraisal methods in formulating their local development
plans, and for establishing priorities on the basis of community demand and willingness to meet
matching grant conditions.

42. Support for development of sustainablerural MFIs. IFAD will provide resources to establish
savings and loan associations at the village level, responding to spontaneous requests from local
communities willing and able to invest their money in developing such associations. This approach
entails gradual development: initial support through small grants to match deposits in order to achieve
more quickly the critical mass of resources that would justify relationships with formal banking
institutions; adequate training in group organization, fiscal management and book-keeping, and
regular assistance in accounting and auditing of accounts; and testing of the reliability of local
managers and clientele. Initial operations will be limited to short-term lending to creditworthy clients.
Portfolio diversification will depend on proven sustainability of the MFI concerned and be tailored to
demand from its members. Within these general principles, IFAD’s thrust will support any scheme
proposed by local agents interested in developing rural financial markets in Rwanda (NGOs, private
banks or public-sector development banks). Through policy dialogue, IFAD will cooperate with other
donors to promote the enactment of adequate, flexible regulations to facilitate the development of
MFIs and ensure sound management and protection of peoples’ savings.

43. Support for new responses to issues in technology generation and transfer for crops and
livestock. IFAD projects will emphasize demand-driven research and development activities focused
on strengthened provincial stations of ISAR; participatory diagnosis of farmers’ problems, with
special attention to those of poor smallholders; work with farmer innovators, including women; and
joint field work with ISAR research officers and outposted MINAGRI technicians. Attention will be
paid to the career-development problems of research officers posted at field stations in order to ensure
adequate remuneration of their work in solving local problems. Technical support to farmers in natural
resource management will be part of this thrust; activities will be undertaken as a result of
participatory diagnostic work in order to enhance internalization of the subject matter by local
communities. To this effect, IFAD projects will pursue linkages with the Consultative Groups on
International Agricultural Research involved in generating technologies and knowledge of particular
relevance to the rural poor.

44. Support to income generation, income diversification and market organization. IFAD'’s

projects will respond to demand for activities aimed at increasing the income of the rural poor,
irrespective of the activity involved. Although assistance for crop, livestock and forestry problems will
probably account for most of the demand, other sectors will not be excluded. Projects will promote
income diversification to the extent possible, and will emphasize assistance to rural producers of
agricultural and non-agricultural goods to improve their marketing skills and capacity and their market
organizations. To this end, the tendancy of Rwandese rural people to form common-interest groups
will be exploited. Particular attention will be given to measures enabling producers of traditional
export crops to participate in processing and marketing and to adopt innovative marketing strategies,
developing linkages with appropriate private-sector operators.

10
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45. Integrated support to rural, non-farm small and microenter prises. The promotion of SMEs
initiated by PPPMER will continue in an expanded area, but more emphasis will be placed on
adequate technologies; training in management accounting and microproject preparation; integration
with activities aimed at developing rura financial services; and support to market intelligence and
devel opment, marketing groups and skills devel opment.

46. Support to community infrastructure. IFAD will support community-driven demand for
infrastructure development, including water supply, health care and farm-to-market roads. The extent

of IFAD’s commitment will be linked to: (i) identification of potential cofinanciers to share the cost of
community infrastructure development; IFAD’s approach to community control and management of
facilities; the matching grant policy; and users’ commitment with regard to maintenance of facilities;
and (ii) introduction of effective operation and maintenance measures for infrastructure that cannot be
managed at the community level (such as piped water supplies), including delegation to national
private enterprises.

47. Cross-cutting emphasis on gender issues. All IFAD projects will pay particular attention to

the integration of women into the economic and social networks supported, with particular emphasis
on women’s group activities; functional literacy; goods and services requested by women, including
water supply; and training in small-livestock health care and production.

48. Decentralized project management and improved reporting, monitoring and impact-
evaluation practices. IFAD’s decision to focus on demand-driven projects, local institutional
development and decentralized project administration calls for improved reporting on project activities
and the financial accounting of projects and service providers, and better impact evaluation. The latter
entails timely feedback from local partners on the need for adjustments in project activities, schedules
and, if need be, resource allocations.

49. Improved exploitation of synergies among IFAD projects. IFAD will ensure adequate links
among its projects with a view to capitalizing on potential synergies and opportunities for
complementary work at field and community levels.

50. The following table shows IFAD strategic thrusts developed in response to the priority areas for
poverty reduction indicated in the interim PRSP.

11
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Priority areas (from PRSP document) \ IFAD strategic thrusts
REVITALIZING AND RECAPITALIZING THE RURAL ECONOMY

Reduction of the number of households in amarginal Support for new responses to issues of technology generation

food situation and transfer for crops and livestock.

Elimination of hunger Support to income generation, income diversification and market
organization.

Resettlement — enabling sustainable livelihoods for | Provision of basic social infrastructure (potable water) to

people in themidugudus recently settled communities in Umutara province.

Providing public works and off-farm employment in Support to income generation, income diversification, and

rural areas market organization, including funding of SMEs, creat|ing
employment among IFAD target groups.

Restocking of livestock Paraveterinarian training for men (cattle) and women (small

stock). Umutara herders will be encouraged to improve herd
productivity by selling surplus resident stock to farmers resigdent
in understocked areas.

Rehabilitation of agricultural research stations This is an essential feature of the new approach to research and
development in the Umutara projects.

Financing the rural economy by a variety of instrumentsSupport for the development of sustainable rural MFIs.
and microfinance

HUMAN RESOURCE DEVELOPMENT

Preventive and basic health care Not part of IFAD strategy; other donors will intervene.

HIV/AIDS, malaria control IFAD strategy includes measures to assist people affected
indirectly by the diseases, such as children and women heads of
households, whose parents or husbands died from AIDS or pther
epidemic or non-epidemic causes.

Primary education Not part of IFAD strategy.

Functional adult literacy Umutara projects include functional literacy programmes for
women and children heads of households.

Secondary and vocational education IFAD will fund a pilot scheme including basic principles of

book-keeping in school curricula; support to apprenticeship
schemes will be provided.

Capacity-building for local institutions under Support to the decentralization process.
decentralization

INFRASTRUCTURE
Feeder roads and other rural infrastructure Will be included in the Umutara projects subject to availability
of funds from cofinanciers (e.g. the OPEC Fund).
Rural water supply Major component in the Umutara projects; will be replicated to

the extent that cofinancing becomes available.

Agricultural infrastructure, water management and sojl The approach of the thrussupport for new responses to
conservation issues of technology generation and transfer for crops and
livestock” will lead to the introduction of soil- and water
conservation technologies by farmers through schemes based on
participatory diagnosis of problems; identification of local
innovators searching for solutions to their problems through
indigenous/traditional knowledge, understanding of the Ipcal
milieu and the advice of technicians; joint monitoring |of
innovations by ISAR and DALF officers; joint formulation with
innovators of technician-initiated, on-farm, technology-testing
projects and the supervision of such projects; and the monitpring
of spontaneous spreading of adaptable technologies with the help
of cell and sector DCs.

C. Main Opportunitiesfor Project Interventionsand I nnovation

51. Progressin implementing the Government’s decentralization policy and greater security in the
country make it possible for IFAD to support grass-roots farmer organizations and lower echelons of
local government, and to associate CSOs, national and international NGOs with development
initiatives in favour of the rural poor. The importance of participation has been recognized by staff of
the line ministries, thus opening the door to new approaches to technology generation and transfer. A
free market for goods and services, including financial services, offers the chance to design a variety

12
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of measures to help smallholder producers improve their terms of trade and their capacity for
exploiting market opportunities.

D. Linkswith Corporate and Regional Strategic Thrusts

52. The present COSOP has been conceived within the framework of IFAD’s general strategy and
of the regional strategic thrusts of the Africa Il Division:

»  Support to decentralization is in line with the corporate emphasis on good governance, on
working towards fiscal decentralization and on the need to progressively empower the poor
to plan project activities, share in their funding, implementation and evaluation, and ensure
that project-funded service providers are made accountable to service receivers.

 Development of rural financial services on a sustainable basis complies with a long-
established corporate strategy.

 Emphasis on sustainability responds to current corporate concerns. This includes the
sustainability of infrastructure and productive activities initiated with IFAD funds and
secured through adequate management, sufficient revenue to cover operation and
maintenance costs, and reliable supplies of spare parts to service equipment.

» Participatory diagnosis of farmer problems, work with farmer innovators and support to
demand-driven research and development in agriculture and livestock are the building
blocks of IFAD’s approach to poverty reduction. The attempt to promote natural resource
management in the context of participatory diagnostic work, rather than as an externally-
supported theme, represents a step forward in implementing the participatory approach.

e Support to developing market linkages and innovative marketing strategies complies with
the regional strategy.

»  Support to rural SMEs with emphasis on training, marketing support and development of
rural financial markets responds to the regional strategy to tap all potential income-
generating opportunities for the rural poor, as well as to IFAD’s policy of exploiting all
potential synergies offered by IFAD projects in a country.

E. Opportunitiesfor Strategic Linkswith Multilateral and Bilateral Donors

53. IFAD has consistently sought to raise cofinancing for its operations in Rwanda. The Belgian
Survival Fund provided funding for health care facilities under the now-completed Socio-Health
Programme (BG-019/022). The OPEC Fund and five international NGOs are cofinancing the UCRID
projects. The Government of Germany is contributing to parallel investments in Umutara Province in
coordination with UCRIDP.

54. There is scope for establishing further strategic links when planning the next round of
operations: the World Bank in agricultural research; the United Nations Development Programme in
the fields of good governance and decentralization; the OPEC Fund for the provision of basic
infrastructureand, possibly, the Arab Bank for the Economic Development of Africa (BADEA) in the

rehabilitation and/or development of the cash-crop sector, with particular emphasis on coffee and tea.

F. Areasfor Policy Dialogue

55. Decentralization and good governance, sustainability of rural services, and impact of
privatization on the poor. IFAD will continue policy dialogue with the Government of Rwanda on
matters relating to rural poverty reduction. Capitalizing on experience with UCRIDP, the policy

13
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dialogue should be particularly fruitful with regard to decentralization and local governance, as IFAD
is presently the only major donor in Rwanda concentrating on the lowest echelons of local
government. A possible theme derived from issues facing Umutara Province is the equitable
distribution of communal areas not yet alocated under the range-privatization process.

56. Other themes include the financial sustainability of public services provided to rural people —

piped water supply in particular, but also production and marketing of improved planting materials —
and the maintenance of non-revenue-producing rural infrastructure such as secondary and feeder
roads. In this connection, IFAD will engage in dialogue with respect to fiscal decentralization aimed at
increasing district administration income (through forestry development, seed and fertilizer marketing
centres, support for community tourist development, cell road-maintenance levies, etc.) and to central
government policy for grant transfers to districts.

57. Development of traditional cash and export crops. This concerns the participation and
empowerment of smallholder coffee and tea growers in the processing and marketing phases and the
adoption of innovative marketing strategies.

58. Technology generation and transfer. The new approach envisaged under UCRIDP with
respect to technology generation and transfer — i.e. introduction of participatory diagnosis of problems
and identification of farmer innovators, planned joint activities of DALF and ISAR research station
staff, private paraveterinary training, etc. — will enhance policy dialogue on the entire approach to
agricultural services in the country.

59. The ‘rules of the game’ in rural financial markets. Another area in which policy dialogue

will be expanded based on the experience of PPPMER and UCRIDP relates to the need to introduce an
appropriate framework governing MFIs in order to protect farmers’ savings, facilitate relations
between emerging rural savings and loan associations and the formal banking system, and safeguard
the autonomy of associations with respect to their lending policy and criteria.

60. Gender. IFAD will continue dialogue with the Government on policy measures for equal
opportunities for women, ensuring access to basic education facilities, technical training and assets,
and influence on the decisions regarding planning and implementation of public services in rural areas.

G. Lending Framework and Non-L ending Activities

61. The continuation and further intensification of IFAD assistance to Rwanda is justified on two
grounds: (i) low income levels, high incidence of poverty and limited resource endowment compared
to the size of the population; and (ii) progress in economic and institutional reform, including
decentralization, and existence of a system of democratic local government that may become an
effective vehicle for promoting participation and empowering IFAD’s target group.

62. Opportunities for investment also exist in the field of cash and export crop promotion. However,
the unresolved issue of halting land degradation through technologies easily adopted by crop farmers
remains a major challenge.

63. Over the next four years IFAD’s lending programme will include:

. expansion of the activities of UCRIDP to all of Umutara Province through a new IFAD
loan project. The project (UCRIDP-2) will assist approximately 180 000 people in four
districts, including 30 000 new settlers and about 7 000-8 000 vulnerable households;

. close monitoring and supervision of the experience in Umutara, with possible replication

in other provinces (for instance, Kibungo and Bugesera) once sufficient experience has
been acquired in implementing the UCRIDP approach;

14
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. expansion of PPPMER activities to other provinces, and to all of Umutara Province,
ensuring the integration of SME with the development of rural financial markets and
MFls; and

. design of a project dealing with the development of cash and export crops, aimed at
supporting associations of poor coffee/tea growers in the renewal of their plantations and
the integration of processing and marketing with private-sector operators. The project will
also support development of other high-value export crops (e.g. fresh flowers, kiwi and
passion fruit). Development of cash crops will, in a sense, constitute a second way in
which IFAD can help strengthen Rwanda’s long-term debt sustainability, in addition to
Debt Initiative relief already committed for delivery at completion point.

64. In line with the policy of designing processes rather than blueprints, IFAD’s approach will be
inspired by the following principles: (ustainability: the bulk of loaned funds must originate in local
savings and lending terms must be tailored to the structure of deposits and to the liquidity and reserves
available to financially viable MFIs; (iinodest size of the new institutions promoted by IFAD
projects: this increases the chance that savings collected locally will be employed locally;
(iii) rigorous financial management: this is a precondition of success and of establishing relations
with the formal banking system; (itjansparency: this calls for supervision of accounts and audits;
IFAD will support this activity, combining the function of inspection with that of training the
managers of MFIs; (Vilexibility: IFAD’s approach will be demand-driven, adapting to local socio-
economic conditions and to peoples’ requirements for sustainable products, leaving ample room for a
variety of solutions with respect to the type of MFIs supported, products introduced, and the terms and
conditions of the institutions’ fiscal management policy, provided the basic principles of sustainability
and transparency are respected; €di)cation on fiscal management: IFAD projects will support the
inclusion of a simple curriculum on fiscal management principles and book-keeping in the schools of
IFAD project areas; and (vigraduality: the pace of development will be gradual; non-viable
initiatives will be dropped and new products supported as and when they are requested.

65. The vehicle for IFAD support will be fund advisor services capable of providing adequate
market assessments, training in accounting, organizational aspects and fiscal management, as well as
product advice. The quality and performance of fund advisors will be carefully monitored. Small
initial contributions to the capital of MFIs promoted by poor members, on a matching grant basis, will
help speed up achievement of the minimum critical mass of deposits required for sustainability. No
pressure will be put on formal banking institutions to become involved in developing rural financial
markets: they will do so only if and when they feel that the rural MFIs have become reliable clients.
Aggregation of MFIs into larger units or federations will be promoted only to the extent that this has
become a felt need of the MFIs. The development pace will not be forced beyond sound sustainability.
IFAD will reward the emergence of successful institutions, rather than the speed of IFAD loan
disbursement or the meeting of time targets set at appraisal, perhaps unrealistically. It is expected that
the development process will start slowly, but that there will be a snowball effect over time.

66. In the context of its area-based projects, IFAD will intensify its support to agricultural research
activities on new technology solutions for land degradation. This will be done in close consultation
with donor initiatives in the field of agricultural research, including those of the World Bank, and with

the participation of regional and international research institutions.

67. The Africa Il Divisionwill continue its efforts to secure cofinancing for IFAD-initiated projects,
including arrangements with regional banks, bilateral sources of grant funding from governments and
international NGOsNegotiations are under way to secure cofinancing of the Smallholder Cash and
Export Development Project by BADEA and international NGOs.
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V. CONCLUSIONSAND RECOMMENDATIONS

68. The UCRID Twin Project was presented to the Seventy-Fourth Session of the Executive Board
in December 2001. Appraisal of the Smallholder Cash and Export Crops Development Project has
been completed in October 2002, and the project will be presented to the Executive Board in
December 2002. This will be followed by the preparation of PPPMER-II, which will be presented to
the Executive Board in September 2004. Subsequently, the Africa |l Division will review the current
situation in Rwanda prior to formulating any new investment commitment.
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APPENDIX |

COUNTRY DATA

RWANDA

Land area (km? thousand) 2000 1/ 25 GNI per capita (USD) 2000 1/ 230
Total population (million) 2000 1/ 85 GNP per capita growth (annual %) 2000 1/ 40
Population density (people per km?) 2000 1/ 345 Inflation, consumer prices (annual %) 2000 1/ 4.3
L ocal currency Rwanda Franc (RWF) Exchangerate: USD 1 = RWF 445
Social Indicators Economic Indicators
Population (average annual population growth rate) 2.5 GDP (USD million) 2000 1/ 1762
1980-99 2/ Average annual rate of growth of GDP 2/
Crude birth rate (per thousand people) 2000 1/ 45a  1980-90 22
Crude desath rate (per thousand people) 2000 1/ 22a 1990-99 -15
Infant mortality rate (per thousand live births) 2000 1/ 123 a
Life expectancy at birth (years) 2000 1/ 40a  Sectoral distribution of GDP 2000 1/

% agriculture 46 &l
Number of rural poor (million) (approximate) 1/ na % industry 20a
Poor as % of total rural population 2/ na % manufacturing 124
Total labour force (million) 2000 1/ 4.6 % services 34a
Female labour force as % of total 2000 1/ 49

Consumption 2000 1/
Education General government final consumption expenditure (as 13a
School enrolment, primary (% gross) 2000 1/ na % of GDP)
Adult illiteracy rate (% age 15 and above) 2000 1/ 33 Household final consumption expenditure, etc. (as % of 89 a

GDP)
Nutrition Gross domestic savings (as % of GDP) -lal
Daily calorie supply per capita, 1997 3/ 2056
Malnutrition prevalence, height for age (% of children 42 & Balance of Payments (USD million)
under 5) 2000 1/ Merchandise exports 2000 1/ 58
Malnutrition prevalence, weight for age (% of children 27 a Merchandise imports 2000 1/ 215
under 5) 2000 1/ Balance of merchandise trade -157
Health Current account balances (USD million)
Health expenditure, total (as % of GDP) 2000 1/ 41 before officia transfers 1999 1/ -210
Physicians (per thousand people) 1999 1/ na after official transfers 1999 1/ -2
Population using improved water sources (%) 1999 4/ 41 Foreign direct investment, net 1999 1/ 2
Population with access to essential drugs (%)1999 4/ 44
Population using adequate sanitation facilities (%) 1999 8 Government Finance
4/ Overall budget deficit (including grants) (as % of GDP) n.a

1999 V/
Agricultureand Food Total expenditure (% of GDP) 1999 1/ na
Food imports (% of merchandise imports) 1999 1/ n.a Total external debt (USD million) 1999 1/ 1292
Fertilizer consumption (hundreds of grams per ha of 4 Present value of debt (as % of GNI) 1999 1/ 36
arable land) 1998 1/ Total debt service (% of exports of goods and services) 29.6
Food production index (1989-91=100) 2000 1/ 99.0 1999 1/
Cereal yield (kg per ha) 2000 1/ 993

Lending interest rate (%) 2000 1/ na
Land Use Deposit interest rate (%) 2000 1/ 8.9
Arableland as % of land area 1998 1/ 332
Forest area (km? thousand) 2000 2/ 3
Forest area as % of total land area 2000 2/ 124
Irrigated land as % of cropland 1998 1/ 04

al Dataarefor years or periods other than those specified.

1/ World Bank, World Devel opment Indicators database
2/ World Bank, World Devel opment Indicators, 2001

3/ UNDP, Human Development Report, 2000

4/ UNDP, Human Devel opment Report, 2001



RWANDA: PREVIOUSIFAD FINANCING

Initiating Cooper ating Lending Board Loan Current Loan/Grant  Denominated Approved Disburse-
Closing ment
Project/Programme  Institution Institution Terms  Approval  Effectiveness Date Acronym Currency L oan/Grant (as % of
Amount approved
amount)
79 Byumba Rural IFAD AfDB HC 17Dec81 1Apr83 30 Jun 90 G-1-86-RW SDR 920 000 100%
Development Project L-1-79-RW SDR 9080 000 99%
150 BirungaMaize IFAD World Bank: HC 11Sep84 90ct 85 31Dec98  L-1-150-RW SDR 3750 000 87%
Project IDA
232 Gikongoro IFAD World Bank: HC 30Nov 88 22 Dec 89 30Jun01  G-I-528-RW usD 22000 64%
Agricultural IDA L-1-232-RW SDR 8 350 000 100%
Development Project
264 Byumba Agricultura  IFAD AfDB HC 010ct90 5Nov9l 30Dec01  G-I-528-RW usb 22 000 50%
— Phase Il L-1-264-RW SDR 6 350 000 76%
Development Project
314 Intensified Land Use IFAD UNOPS HC 02 Dec 92 23 Jul 96 30Jun04  L-I-314-RW SDR 6 750 000 73%
Management Project
in the Buberuka
Highlands
500 Rural Small and IFAD UNOPS HC 17 Apr96 2 Mar 98 31Dec03  L-I-411-RW SDR 3 750 000 69%
Microenterprise
Promotion Project
1059 Rwanda Returnees  IFAD UNOPS G 11Sep 97 24 Oct 97 30Jun01  G-1-377-RW  SDR 2100 000 100%
Rehabilitation G-1-528-RW uUsD 22 000 64%
Programme
1149 Umutara Community IFAD UNOPS HC 04 May 5 Dec 00 30Jun 11 G-1-45-RW uUsD 100 000 97%
Resource and 00 G-1-96-RW UsD 100 000 91%
Infrastructure L-1-537-RW SDR 11 850 000 11%
Development Project
1222 Umutara Community IFAD UNOPS HC 06 Dec 01 26 Sep 02 L-I-573-RW SDR 9 400 000
Resource and G-1-135-RW USD 100 000 17%

Infrastructure
Development Twin
Project
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APPENDIX 11

LOGICAL FRAMEWORK

Narrative Summary

Verifiable | ndicators

M eans of Verification

Assumptions/Risks

Goal:
Rural poverty reduced in IFAD | o
project areas through effective | «

participation of poor rural | .
households in sustainable
institutional, economic and | .

human devel opment activities

poverty indices

welfare indicators

role of the poor in local
government

income from on- and off-
farm activities

active groups engaged in
sustainable common
interest activities

rura infrastructure

national statistics
poverty studies
institutional
assessment studies

political
and
security
continued
government
commitment to
poverty  reduction
and decentralization
Government
continues to support
outsourcing of
public services and
IFAD funding of
line ministries
subject to good
performance
significant  foreign
debt renegotiation
successful
rehabilitation of
traditional export
sectors

stability
improved

Pur poses:
e a sysem of loca |
governance that empowers
the poor to effectively

manage  assets and
resources devolved on a
matching grant basis .

e a sustainable network of
MFIs linked to the formal |

banking system
e poor rural households’ ful
participation in| o

exploitation of all
opportunities for income

generation, including
export crop productior]
and related  off-farm
activities .
e participatory diagnosis of e
farmers’ problems

support to genuine farmer
innovators and demand-.
driven agricultural
research and development,
which identify and| .
spontaneously diffusg
adoptable technologie
that combine improvemer
in land productivity and
sustainable naturgl
resource management

= ©®

e equal opportunities for
rural women to access
education, assets and

social services

representatives of poare

households holg
decision-making
positions  within local

governments
public services respond
to peoples’ demand
financially  sustainable
MFIs do business with
formal banks

increased cash earnings

through more productiof

n
and better producer
prices, and participation
in processing and
marketing

improved food security
better natural resource
management reduces

land degradation
more women’s groups
participating in IFAD
project activities

women trained in
functional literacy,
paraveterinary practice]
and other technical skillg

[

IFAD project design
includes
for accountability to
target group; outcom
of participatory
workshops to evaluat
the performance o
service

contracted for IFAD

project implementation

improved

reporting and

computerization of

financial, progress an
impact reports,
allowing for remote

follow-up by CPM and
more timely
intervention

ad hoc consultation

with communities for
in-depth impact
assessment

instruments

providers

progress

d

(7]

area-based project
with substantial
capacity-building af
lower levels of local
government and at
local group level

social stratification
in rural areas is not
an impediment ta
empowering the
poor under the
present local
government setting

national and
international NGOSg
are willing and able
to contract for
services funded by
IFAD projects

crop-based projects
with links to private
enterprises can bg
effectively targeted
at the poor




TABLE 1: RURAL POVERTY, MAJOR ISSUES, GOVERNMENT AND IFAD PRIORITIES

Priority Areas GOVT. IFAD Major Issues Actions Needed
Decentralization high high Very recent experience, in practice » design projects to support strengthening of local government
e government and donor attention concentrated at the at cell and sector level, developing the emerging self-help
province and district levels, much less attention paid culture, minimizing  transfer  dependency; tyrn
to the lower levels of local governments, which are ‘beneficiaries’ into ‘local development partners’
much nearer to IFAD target group e help cell and sector DCs perform local government
e government and donor culture till induces excessive functions: mobilize peoples’ initiatives, promote self-help,
transfer dependency, peoples’ priorities assessed by common-interest group formation, plan not implement lgcal
the concept of ‘priority needs’ impedes identification  projects of common interest groups, facilitate access to
of effective demand and seizing of real stakeholder external resources from all sources, including technjical
commitment assistance to design microprojects
» limited technical and managerial capacity |of support service provision demanded by local communijties
deconcentrated units of line ministries through cell and sector DCs, insist on matching grant policy
« inadequate training on how to operate in a more adequate to secure local commitment to operate |andx
autonomous manner maintain supported microprojects 3
«  cultural resistance to bottom-up planning in certan train deconcentrated units of line ministries to understand z
circles and apply effective participatory approaches g
« relationships with provincial and district authorities  support central government evolution to promote a change=
and with central headquarters not well defined urider of relationships with the deconcentrated units leading to —
deconcentration more autonomy in planning and implementing activities
. role of development committees (cell, sector, and
district) vis-a-vis deconcentrated units of lipe
ministries still defined too vaguely
* more progress on fiscal decentralization linked with
improved expenditure control
Support to  microfinance | moderate high e concentration of government and donor attention| @n stop asking commercial, peoples’, and development banks to
institutions the need for ‘credit’ results in inadequate attention to  do what they are not designed to do
opportunities for rural savings mobilization by  support any scheme that would promote the establishment of
institutions that would invest in the areas where such sustainable rural financial intermediaries with people’s full
savings are mobilized participation
» absence of capillary structured rural financial markeiés assist the Government in drafting adequate legislation to
in which microinstitutions provide financial services create an enabling environment for rural financial services,
on a sustainable basis to local creditworthy clients and protect peoples’ savings, make credit accessible to the [poor
establish commercial relationships with commercial, at whatever interest they are willing to pay, and open| the
popular, and development banks door to viable financial relationships between loral
« lack of an adequate, flexible, and realistic legal microfinance institutions and commercial and development
framework conducive to the development of| a banks
sustainable network of farmer initiated and managed

microfinance institutions
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Priority Areas GOVT. IFAD Major |ssues Actions Needed
Technology generation and high high still a top-down ‘extension service’ » introduce participatory diagnosis of farmer problems
transfer in cropping and limited staffing, too many vacant posts, inadequate identify genuine farmer innovators (including women) and
livestock training of the staff of the deconcentrated units| of work with them on their own innovations and to test
MINAGRI and insufficient operational resources |at technician-initiated innovations
their disposal  more demand-driven research on technologies that can be
not enough demand-driven research easily adopted by all farmers to solve felt problems
poor evaluation of the impact of technical packages ensure that farmers demand solutions conducivel to
and inputs distributed to farmers improved soil and soil-fertility conservation
limited relationships between research and extension complete range privatization on an equitable basis and |with
officers and generally loose coordination between due attention to the current role of livestock in farmjng
research programmes and extension activities systems
Promotion of rural small and | moderate high a number of small projects of private NGOs and improve activities initiated under the IFAD PPPMER and
microenterprises engaged in international donors support PMERSs in different, often  spread them to other areas
non-farming income nonsustainable ways and in a uncoordinated mannes  coordinate MER promotion activities with development| of
generating activities limited knowledge about current state, potential [for rural financial markets and microfinance institutions and
development, and needs of the subsector with measures aimed at improving market informatipn,
vague government development strategy for [the skills and organizations >
subsector, lack of linkages with technical training  develop linkages with appropriate private operators that can 3
programmes, policies to improve product markets gnd provide innovative market linkages and methods o
marketing skills and infrastructure, and with g
programmes to develop rural financial markets x
Support to  community high high safe water supply is still a problem in many party ef increase resources for water supply in support of policies =
infrastructure the country aiming at investment cost-sharing with communities, and
people are ready to form water committees, contribute full recovery of operation and maintenance costs
to investment and establish facility maintenance funds, make contracts for supply of equipment to small water
but matching funds are inadequate to meet demand projects subject to establishment of a network of after-sale
people are ready to pay for smaller quantities of water service by private suppliers
than set by government as standard for project desigh  reduce government standards to fit the demand
insufficiently developed network of private enterprises  support government policy to increase human health [care
that stock spare parts and provide other maintenance facilities on a sustainable basis, including support to private
services and NGO initiatives
more health centres needed, more sustainable policy to increase national campaigns to fight AIDS
ensure adequate stock of medicines, more doctors and support local initiatives to develop community infrastructlire
trained nurses with small matching grant funds devolved to community
need for a fund to finance small community-demangded level, introducing the concept of using a list of non-eligiple
infrastructure on matching grant basis, with full  activities, and the principle of ex post control to activate
devolution about investment decisions to community fund disbursement.
level
Gender moderate high inadequate training of gender officers at provingial train gender officers

and district level .
insufficient basic education of rural women, limited

concentrate on activities that are felt priorities of active

spontaneous women'’s groups
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Priority Areas

GOVT.

IFAD

Major |ssues

Actions Needed

support to poor women to access higher education

lack of attention to specific needs of women for
training in technical skills

ineffective implementation of measures designed to
increase women's participation and proactive role i
development project activities

outsource implementation of women-in-developm
activities to qualified NGOs

ent

build a ‘really equal opportunities’ environment, rather than

reserve shares of posts to women irrespective of
interest, motivations and qualifications

support active women’s groups in acquiring influence
local governments

heir

in
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TABLE 2: TARGET-GROUP PRIORITY NEEDSAND PROJECT PROPOSALS

Notice: as indicated in the text of the COSOP and in Table 1, the IFAD approach in Rwanda does not use the concept of ‘priority needs’ of project ‘beneficiaries’. The approach aimg
developing a culture of self-help, in which projects intervene on the basis of peoples’ ‘effective demand’, assessed lopshabianig conditions and arrangements for adequate operation

and maintenance, as tangible signs of stakeholder commitment that would turn ‘beneficiaries’ into ‘partners in developrheatinigs of Table 2 have been modified accordingly.

Typology of Local Partners

Expected Effective Demand

Project Response

vulnerable households

employment opportunities in the off season
ways to increase own food production

support rural small and microenterprises
involve vulnerable households in project activities (group animation)

* improved access to land « fix expected investment of own resources by vulnerable households in
e access to social services line with their effective capacity to share costs
*  access to assets other than land
o fuel wood
poor and average households| «  safe water supply »  support rural infrastructure
e access to education »  provide functional literacy programmes (particularly for women)
e improved access to health care » develop microfinance institutions based on savings mobilization | and

access to financial services
fuel-wood supplies

‘kick-start’ grants
promote private nurseries and agroforestry

smallholder crop farmers

effectively higher-yielding planting material for food crop
ways to obtain better producer prices of surplus producti
linkages to markets of cash crops and inputs to incr
cash-crop production

technologies for soil and soil-fertility conservation that ¢

be adopted under current economic conditions and
ownership fragmentation

gase

an
land

support private, improved seed multiplication

promote seed marketing under true labelling

design cash-crop promotion project based on farmers’ association
linkages with private enterprise

introduce a new approach to technology generation and transfer
support provincial agricultural research stations

exchange information and experiences internationally and interregiq
on successful agricultural technology development

s and

nally

owners of large livestock

ways to improve productivity of grazing areas and
produce and conserve fodder without reducing other
production

access to grazing areas for cattle

better animal health services

assistance to improve cattle production potential (milk)
access to better marketing and processing facilities

establish adaptive research and technology testing

support equitable range privatization

support private paraveterinarians

help Government enact adequate legislation regulating paraveterinar

ans

small-stock owners
women)

(mostl

assistance to restocking
better animal health care
better animal production technology and access to input

support private women paraveterinarian services
support women groups in trading in inputs

small family rural enterprise
and medium-size rurg
entrepreneurs

better access to markets
technical training
credit and other forms of start-up financial support

extend PPPMER activities
advise on adapted technologies and support private technicians ski
microproject preparation

led in

establish linkages with development of rural financial markets

111 X1AN3IddV
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TABLE 3: INSTITUTIONAL MATRIX (SWOT ANALYSIS)

I ngtitutions Strengths Weaknesses Opportunities’Constraints Remarks
Ministry of  Finance and |+  small well-trained staff *  must improve financial control | «  government desire to progress | =  Government has  accepted
Economic Planning supports decentralization over  project  accounts, further with decentralization MINECOFIN as the executing
particularly with respect to policy opens the door to agency of the Umutara
complex outsourcing effective policy dialogue and projects; IFAD funds the IFAD

contractual operations

to extending the scope of

Project Facilitation Unit of

o fiscal decentralization must curent  reforms  to  the MINFIN; this policy will
progress further subdistrict level of public continue in the future
e must address issue of governance, including | « IFAD will help improve
devolving funds in support of measures for fiscal project  accounting  and
village development plans to decentralization financia reporting through the
local government level * flexible lending and testing and introduction of an
outsourcing of service delivery appropriate computerized
complicate  financial  and system in the Umutara projects
progress reporting
Ministry of Local Government | « management and staff highly | «  limited staff needs training, | « current policy facilitates
and Social Affairs motivated to  implement logistical support, funds to opening peoples’ participation
institutional reform outsource facilitation activities and empowerment to
in favour of sector and cell subdistrict levels of publig
DCs and loca farmers governance

associations, policy and on-e

the-job management advice

lack of good methodologies fq
institutional assessment

=

Ministry of Agriculture, Animal
Resourcesand Forestry

has deconcentrated operatior
units at provincial and distric
levels

is aware of the need t
strengthen agricultural resear

a
t
o)
ch

very limited staff capacity a
all levels

system of incentives does n
stimulate proactive roles
relationships between centr

[ e

pt

Al

official strategies emphasiz
economic potentialities
markets, rehabilitation 0

export crops and sound natuta

resource management

[¢)

f

« work in progress or and deconcentrated units are  willingness to  outsource
certification of traded planting badly defined services, but due more 1o
material «  scope for autonomous ceiling on staff recruitment
initiatives of deconcentrateg than to acceptance as a mofe-
units unclear effective modus operandi
» needs direction to redefine® open mind towards
“extension services” functions reorientation of field activities
e little coordination with ISAR good potential for joint
work plans intervention with other donors
Agricultural Research Instituteof | «  limited nucleus of well-trained « inadequate overall staffing e organizational culture evolving
Rwanda (1 SAR) central HQ staff and s« needs a better-focused overall in the right direction
management sensitive to the  programme * more resources for targeted
need to work on themgs. insufficient  resources and programmes, strengthening
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0T

Institutions

Strengths

Weaknesses

OpportunitiesConstraints

Remarks

closely related to farmers
problems

equipment
regional and provincial station
must be rehabilitated an
adequately staffed to wor
with farmer innovators jointly
with district MINAGRI
technicians

A0

provincial stations in working
jointly  with  government
agronomist in  participatory

diagnosis of problems, and

funding farmers’ demand:
driven applied research

OCIR-Café, OCIR-Thé

long experience in coffee and
teaindustry

competent technical staff
farmer's commitment fo
coffee and tea
central and
infrastructures

decentralized

poor management
old infrastructure
obsolete technology
inadequate marketing
aged coffee trees

low prices

new approach of OCIR-Caf
supports promaotion of farmers

associations and private-sector

initiatives
for coffee, adapted high
yielding varieties are availabl
for planting more land an
replanting very old existing
plantations

YD

=

Ministry of Gender

management and staff highlye

motivated to support WID
activities at grass-roots level

many established gende
officer posts at district leve
not covered; existing staff lac
training and operational mean

-

=

n x

there is scope for integrating

WID activities into projectg

designed to develop rural

financial services and PMERS

Ministry of Energy, Water and qualified headquarters staff,e very limited capacity ate+ many village water committees
Natural Resources capacity to handle consultants provincial level; practically, share the cost of water supply
existence of institutions for none below facilities and establisk
transferring responsibility for maintenance funds
O&M of facilities to local e skills to repair small water
governments, communities of schemes and parts are not
users, and private enterprise available in many rural areas
cost recovery for water is  need to promote the
government policy development of a network aof
private suppliers of
maintenance  services and
simple spare parts
District administrations democratic local governments  poor planning and « government policy and present

setting; elected district DCs

and elected bourgmestres are
supported by deconcentrated

units of MINAGRIand the
Ministries of Gender, Land and
Local Government

administrative capacity of D(
members and deconcentrat|
central government staff
unclear relationships betwee
DC members and staff @
deconcentrated ministries

ed

—+ 3>

situation offer the opportunity
to help build capacity at
district level; autonomy o

deconcentrated line ministry

units; fiscal decentralization
need to verify extent to which
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Institutions

Strengths

Weaknesses

OpportunitiesConstraints

Remarks

district committees actualy
support demands of lower-
level constituencies

Subdistrict  local  government direct-democracy settingat cell | «  no experience in planning and | «  fill the gap in providing
bodies level; role of the cdl administration; education of animation, training and
consultative committees DC members limited, with facilitation services at cell and
elected sector DC members some exceptions sector levels
elect the district DC members;, | « very limited support for | «  spread a culture in which the
sector DCs may lose mandates animation, training and role of DCsisto govern, i.e. to
if withdrawvn by the cel facilitation of cell and sector promote, encourage  and
consultative committees DCs facilitate local individua and
group activities
e provide funds to test fiscal
devolutionin practice
Commercial, peoples’, and conventional financial services | « insufficient competition in| «  scope for building networks gf
development banks have been restored financial markets results in microfinance institutions tg

reactivated network of
peoples’ banks network i
managed on sound commerc
basis

al

limited product supply;
utilization of rural savings in
urban areas; inadequate serv
for rural people

mobilize rural savings used i
rural areas, develop
creditworthy  clientele  anc
provide a market for forma
banking institutions

this will not happen withou
investment in animation o

= =99 5

spontaneous savings groups,

training in accounting an
audit of groupaccounts, and
facilitation of business

relationships with commercial

banks

National NGOs

many national NGOs emerged»

since 1995, some supported
international NGOs; som
have good service capacity a
well-trained staff

some national NGOs are wez
and ineffective and lack traing
staff and resources

technical skills are still scarc
in national NGOs

ke

o

government policy encourage
outsourcing service provisio
to national NGOs
there is some

this policy

individual
resistance in government to

2S

International NGOs

several competent internation

NGOs operate in Rwanda, with

good experience of countr
problems

<

specific technical know-how i
sometimes missing but ofte
made up through input
provided from HQs

government policy encourage
international NGOs to assist |
training local operators in th
public and private sectg
(national NGOs)

some international NGOs are

2S

=]

=
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Institutions

Strengths

Weaknesses

OpportunitiesConstraints

Remarks

willing to fund participation of
their own international and
national staff in the
implementation of major donor
projects

Farmers’ associations

saving and lending capacity
training facilities, with most
trained

lack of access to credit
facilities
limited land size and soil
infertility
outdated farming technologies

government and donor support
land-reform bill

111 X1AN3IddV
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TABLE 4: DONOR OPERATIONS AND PARTNERSHIP POTENTIAL

Donor

Amount in
USD million

Natur e of Project/Programme
by Sector

Project/Programme
Coverage

Status

Complementarity/Synergy Potential

IDA

436.43

productive
infrastructural
social

admin. and finance
multisectoral

national and regional

ongoing

yes, in the agricultural production sector

FAO

60.38

productive
infrastructural
social

regional

ongoing

yes, in linking up with FAO in the provision of technical
assistance in agriculture and swamp rehabilitation initiatives

UNDP

69.21

infrastructural
social

admin. and finance
multisectoral

regional

ongoing

yes, in governance and decentralization activities

Germany

246.03

productive
infrastructural
social

regional

ongoing

yes, coordinating devel opment activities when working in
same project areas

Belgium

107.21

productive
infrastructural
social

admin. and finance
multisectoral

regional

ongoing

near completion

yes, as above

The Netherlands

196.25

productive
infrastructural
social

admin. and finance
multisectoral

regional

ongoing

yes, as above

USA

530.13

infrastructural
social

admin. and finance
multsectoral

regional

ongoing

yes, as above

European Union

415.99

productive
infrastructural
social

admin. and finance
multisectoral

regional

ongoing

yes, as above

ADB

216.60

productive
infrastructural
social

admin. and finance
multisectoral

regional

ongoing
near completion

yes, considering cofinancing of agricultural production
activities
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TABLE 5: STAKEHOLDER MATRIX OF PROJECT ACTORSAND ROLES

Components Sub-Components Project Coverage Perennial Institutions Potential Contractors Other Partnersin
Involved Execution
Capacity building for community development e areabased (province) e Ministriesof Landand | «  national NGOs »  sustainable common
institutional development women-in-devel opment of Local Government e internationa NGOs interest groups
e Provincia e Minigtriesof Land and of
Administration Local Government
» District DCs e Ministry of Gender
*  Sector DCs e Ministry of Social Affairs
 Cdl DCs
Rural infrastructure water supply e areabased (province) *  MINERANA e private sector * NGOs
other infrastructure, e DALF (rurd e local artisans
depending on demand engineering)

*  other ministries

Development of rural
financial services

area based

. Central Bank of
Rwanda

. lower levels of local
government

Commercial peoples’ and
development banks
specialized international
and national NGOs

savings and loan
associations
common interest
groups

women groups

Support to PMERs

linkage with area-
based projects and
rural finance project

* to be identified

specialized international
and national NGOs

rural entrepreneurs

Technology generation and
transfer

participatory diagnosis of
problems and on-farm
technology testing
on-station demand-driven

area-based projects

*  MINAGRI

* ISAR

* international and
regional research

agricultural research institutes
improved seed
multiplication
forestry
Cash-crop production coffee * selected areas «  MINAGRI e  private enterprise » smallholder growers’
other crops * ISAR e international and national associations
*+ OCIR café NGOs

»  Other cash crop agent

w
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GOVERNMENT DECENTRALIZATION POLICY

In 2000, the Government introduced a far-reaching administrative reform that began the process of decentralization. An official document of the Ministry of Loca Government and Social
Affairs, issued in May 2000, outlined the main features of the decentralization policy. The objectives of decentralization include:
» mobilization of the population for development through their participation in planning implementation and control of activities that concern them;

» enhanced transparency of local leaders’ activities and enhanced accountability of local leaders to their local constituency;
» improved response of the public administration to local needs; and
» development of local capacity for planning implementation and control of development and poverty-reduction activitiegsmat¢ermobilization.

The document spells out the services and functions of the central administration that will be executed by deconcentnatied tiveétdirect supervision of the central ministries, those
will be delegated to decentralized administrative units with full responsibility for execution, as well as the power, ,afuthctitys and responsibilities devolved from the cen
Government to the local public administrative bodies, which will be given legal status so that they will formally becdergédl Ibcal governments. The principles to be followe
implementing the decentralization policy include: (a) preservation of national integrity and unity, (b) respect for looatyautmal interests, and diversity, (c) separation of polit
activity from administrative and technical activities, and (d) consistency of the transfer of responsibilities with theoframesfnancial human and material resources required to carr
the functions and responsibilities transferred.

The territorial administration divides the country into provindatafa), corresponding to the old prefectures, distriatsrere), corresponding to the old communes, sectarsienge) and
cells (tugari). The central Government appoints the prefegtsiyoboz), who are responsible for the provinces. The chief executive of the district, the mayor, is now directly electe
people, whereas the old commune burgomasters were nominated by the central Government. The structure of districts, celistonsladds assemblies of members chosen thr
various election systems, which are responsible for elaborating and approving the local government policy, priorities,gra@gchinndgets. At the cell level, the assembly (Consult
Committee) includes all adult residents, who elect the cell executive and development committees. The members of theénprebpmmdmittees elect the members of the se
executive and development committees. An elaborate mix of direct and indirect election is used for the members of Asselisbiiets. The policy emphasizes the role expected fron
cell administration in the identification and prioritization of local problems, and in the decision about which problemastivitigs should be undertaken, including requests for|
support by the public services that may be required. All decisions of the CDC regarding development projects, initiapviesitiaacare discussed and approved by the Consult
Committee.

The Government envisages that the decentralization process will take place in phases. In the first phase, a numberwéicenaal functions are deconcentrated at the level o
province, and other functions are devolved at the level of the districts. During the second phase, the deconcentratioiil proceesl from the province to the district, and from
district to the sectors. The third phase will begin when the capacity of the districts is sufficiently developed to takstavethm functions entrusted to the provinces, and the capag
the sectors is such as to take over most functions now devolved to the district level. In this way, links with the prdvbeegadually reduced and full autonomy gained in mat
delegated to the districts and sectors, without the intermediation of the provinces.
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The domain of the district is defined by its administrative boundaries and includes a wide range of responsibilitiestea(inicluitiing livestock veterinary services, forestry, and related

extension functions); local commerce; primary, secondary, technical and commercial education (inehahieg training); health services; wateply; tourism and environmer
protection; land tenure (including the cadastral service); cooperatives and associations; local roads; gender and ysufipaftaiosvulnerable households; culture and sports; prote
of minors; and care of cemeteries and of the sites of the genocide.

In Umutara, the administrative reform strengthens the institutional and conceptual basis of the ongoing UCRIDP and thextasgifgrUCRIDP activities to the entire provinc
territory. The decentralization process needs to be accompanied by measures aimed at facilitating the change in orgahiratithradlis required to implement the government pg
effectively at all levels of governance in the country. There are still areas of ambiguity, particularly with respect latidchships between the new district institutions and
deconcentrated units of the line ministries, and with regard to the effective role that grass-roots institutions, at aalinanéycgroup levels, will play in the bottom-up planni
monitoring and evaluation process envisaged by the government policy. The way the process is implemented will critichkyddtgee of empowerment of the IFAD target group. IR
projects in Umutara are expected to help governments ensure that this will actually happen in accordance with the giated intent
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