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MINISTRY OF TRADE AND INDUSTRY
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Permanent Secretary and Secretary to the Treasury
Ministry of Finance and Economic Planning
KIGALI

Re: Submission of the Private Sector Development and Youth
Employment Joint Sector Review Report

Dear Kampeta,

The Private Sector Development and Youth Employment Working Group
organized a Backward looking Joint Sector Review Meeting on 6% November
2014, which assessed the performance of the sector in delivering to EDPRS 2
and Sector priorities for 2013-2014 and discussed priorities for Fiscal Year
2015-2016.

Attached herewith is a copy of the final report and its annexes for your
consideration.

Sincerely,

Permanent Secretary

CcC:

- Honourable Minister of Trade and Industry

- Resident Representative of AfDB in Rwanda.
KIGALI



2013/14 Backward-Looking Joint Sector Review Report
Private Sector Development & Youth Employment Sector
1. Introduction

This Backward-Looking Joint Sector Review (JSR) focuses on the performance of the Private
Sector Development and Youth Employment (PSDYE) sector in 2013/14. It summarizes the
key outcomes from the JSR Meeting held at MINICOM on November 6" and consultations
with sector stakeholders, including Government institutions, the Private Sector and
Development Partners.

This report is organized as follows. Section 2 provides a status update on EDPRS 2 and
PSDYE indicators whose implementation is overseen by the sector and the policy actions
undertaken to meet these targets. Section 3 outlines budget execution figures for fiscal year
2013/14. Sections 4 and 5 provide updates on the implementation of resolutions from the
previous JSR and planned analytical studies in the sector respectively. Finally, section 6
outlines priority areas that will inform planning and budgeting processes in the sector for the
2015/16 fiscal year.

2. Summary of Progress in Achieving 2013/14 Targets and Policy Actions

The PSDYE Sector is responsible for five EDPRS-2 Core Indicators (Annex 1.1) and another
five sector specific PSDYE Indicators (Annex 1.2). This section presents a summary of
progress made towards meeting targets for each indicator and relevant policy actions.

Implementation Progress for the EDPRS-2 and PSDYE Indicators

According to the latest available data’, current performance surpasses the targets for two out
of five EDPRs indicators and is just short of the targets for all of the PSDYE indicators. Eight
of the 12 policy actions toward EDPRs indicators have been fully achieved (Annex 1.1) and
11out of 12 PSDYE policy actions have been fully achieved (Annex 1.2).

EDPRS Indicators and Policy Actions

The export to GDP ratio at 14.4% in 2013/14 was short of the 16.2% target (see Annex 1.1)2
This was mainly due the lower than programmed export crops performance following a poor
coffee harvest in 2013 and declining international prices for tea. Two (establishing export
councils and implementing the export development program) out of three policy actions were
fully achieved. The third policy action (developing and approving a market entry sustainability
plan for all accessed markets) was partially achieved with the development of these plans for
three countries including Gabon, Congo-Brazzaville and Turkey.

' Data for several relevant EDPRS-2 indicators are available on calendar year basis only: 4) use the
MINECOFIN/IMF report which present investment by calendar year; Data on job creation are available through
the household survey which is to be conducted every 3 years going forward—the current wave (EICV4) is
currently underway and.findings_are_expected.to_be_published-in-2015.-Moreover,-MIEFOTRAis-planning-an—

annual labour survey to track off-farm employment.

%1n order to report according to calendar year a new methodology have been applied to track exports to GDP.
Namely, to use the resource balance from NISR and the average USD exchange rate from BNR, instead of
relying directly on trade data (where services exports are only available by calendar year).
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The FDI to GDP ratio at 2.4% (US$ 187m) was below the 2.6% target. The corresponding
policy actions have been fully achieved with the introduction of Key Account Managers at the
Rwanda Development Board (RDB). The revised investment code was adopted by the
Cabinet in March 2014 and currently awaits parliamentary approval.

The private investment to GDP ratio reached 11.4% (US$ 919m) in calendar year 2013,
exceeding the 2013/14 target by 0.4 percentage points. The corresponding policy action of
developing industrial parks has been partially achieved while the policy action of increasing
the number of collective investment schemes has been fully achieved.

The target for the indicator on increased entrepreneurship and business development has
been fully achieved with 11,563 new registrations in the 2013 calendar year against the target
10,500. The associated policy actions on trainings to write business plans and Hanga
Umurimo have also been fully achieved. The policy action related to the review of the
business environment for SMEs has been partially achieved with the introduction of the
Public-Private Dialogue (PPD) mechanism in RDB and the further engagement of district
administrations and the Private Sector Federation (PSF).

The latest data on off-farm job creation are from 2011. Updated data will be available when
the next household survey (EICV4) is published®. Based on the 2011 data, an average of
90,800 jobs off-farm jobs were created annually during the period 2006-2011 which is short of
the target 200,000 off-farm jobs per annum. Two of three corresponding policy actions have
been achieved. The National Employment Program (NEP) has been adopted and technical
support to the Integrated Craft Production Centres (ICPCs) has been provided.
Operationalization of the target 4 Community Processing Centres (CPCs) has been partially
achieved: one CPC is operational and construction works for two CPCs are underway and are
expected to be completed by December 2014. Procurement for constructing the fourth CPC
has been initiated.

PSDYE Sector Indicators and Policy Actions

The target to develop 278 ha of the Kigali SEZ (KSEZ) was partially achieved, with the
development of 231.5 ha. (Annex 1.2). The two related policy actions — developing of the
KSEZ and conducting feasibility studies for the Kigali Logistics Platform and market
infrastructure — were fully achieved. KSEZ Phase 1 is fully developed while Phase 2 is
currently developed at 75%.

Non-traditional goods exports, at 55% of total goods exports (or US$374m) in fiscal year
2013/14, were less than the 58% target. The three corresponding policy actions (targeted
export promotion, market access approach, and system for monitoring NTBs) were fully
achieved.

Credit to SMEs by banks and MFIs/SACCOs, stood at 4.5% of GDP (RWF 231.2 bn) by June
2014 which is slightly short of the 4.7% (RWF 277bn) target for 2013/14.The associated
policy action on developing institutional capacity in SME lending was fully achieved.

The indicator on skills development was validated during the last JSR and its baseline will be
available by December 2014 following the conclusion of the Rwanda Industrial and SME
Survey. The related policy actions will also be agreed once a baseline is adopted.

® Moreover, MIFOTRA is planning an annual labour survey which may be a relevant source for the indicator.
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3. Budget Execution Performance

Performance against Domestically Financed Budget

The total allocated government budget to the sector was RwF 59,207,246,743 of which RwF
50,078,06,937 was spent (Annex 2.1), representing an overall budget execution rate of 85%.
The recurrent budget of RwF 15,352,370,539 had a 94% execution rate while the RwF
50,078,060,937 development budget was executed at 81%. Budget execution rates for the
seven budget agencies in the sector are presented below.

Figure: 2.1: Summary on Government Funded Development Budget
Allocation (Rwf) | Execution (Rwf) % execution

Total Budget 85%
59,207,246,743 50,078,060,937

Total Recurrent Budget 15,352,370,539 14,446,208,803 94%

Total Development Budget 43,854,876,204 35,631,852,134 81%

RDB has the largest government budget (to the sector) among the institutions in the sector
(44.7% of the entire sector's budget). The RwF 26.4bn budget was executed at 79%.
Particularly, the development budget had a low execution at 73%, which was primarily caused
by low execution of budget lines 1503 (“sustainable tourism and wildlife conservation”) and
1504 (“investment promotion and business facilitation”). RDB received 34 recommendations
in the OAG 2012/13 report of which 13 have been fully implemented, 19 partially implemented
while 2 are yet to be implemented.

Secondly, MINICOM'’s budget of RwF 20.7bn (34.9% of the sector’'s budget) had an execution
rate of 85%. The Industrial and SME Development programme accounts for 52.1% of
MINICOM'’s budget and had an execution rate of 87%. Budget execution rates where below
80% for four of MINICOM'’s subprograms including ‘Scientific and Technological Research’
(79%), ‘Quality and Safety Testing’ (72%), ‘Trade, Investment and Intellectual Property Rights’
(56%), and ‘Metrology Service Promotion’ (41%). MINICOM did not receive any
recommendations in the OAG 2012/13 report.

MyICT had a Government budget to the sector of RwF 2.3bn, representing 3.9% of the
sector’s budget, of which 94% was executed. Execution rates for all programmes were above
90%. The Youth Empowerment and Productivity programme recorded an execution rate of
92% but with some overspending in one sub-programmes (Youth Policy and Strategy
Development and Coordination—110%) and underspending in two sub-programmes (Youth
Employment and Skills Development—72% and Youth Mobilization—58%)

MIFOTRA had a budget to the sector of RwF 1.4bn and an execution rate of 88%. MIFOTRA
is the coordinator of the National Employment Programme (NEP) of which business services
in Districts is a main component. Execution under the ‘Employment Promotion and Labor
Administration programme was low at 56%.

MINEAC’s budget of RWF 969m, representing 1.6% of the sector's budget, was executed at
93%. The two programmes and underlying sub-programmes under MINEAC achieved
— execution rates-of at-least 92%-and-no-overspending-was-recorded.— —




MIGEPROF executed its PSD sector budget of RWF 0.9bn (1.5% of the sector’s budget) at
85%, with the key activities contributing towards the implementation of the NEP. The Women
Empowerment programme recorded an execution rate of 56%.

The budget allocated to districts for private sector development activities amounted to RWF
6.6bn budget (8.7% of the sector’'s budget) and was executed at 99%. Key activities focused
on business support services and trade and industry.

Performance against Externally Financed Budget

Externally financed projects within government institutions had a total budget of RwF
10,014,657,883 of which RwF 7,309,680,382 was utilized, yielding an overall budget
execution of 73% (see Annex 2.2).

Figure 2.2: Summary on Externally Funded Projects through Government

Name of Amount Budgeted in Actual Amount Executed in s o
Project 2013/14 201314 (Rwf) ExecudoniBatelis)
Total PSDYE RwF 10,014,657,883 RwF 7,309,680,382 73%

MINICOM had an externally funded budget of RwF 6.3bn and an execution rate of 81%.Two
programmes, Competitiveness and Enterprise Development Project (CEDEP Il) and
Enhanced Integrated Framework (EIF 1) were over-executed at 106% and 103% respectively,
due to exchange rate fluctuations. Building Inclusive Financial Sector in Rwanda (BIFSIR)
was only executed at 28% as the funds were disbursed late in the fiscal year.

RDB had an externally funded budget of RwF 3.7bn of which 60% was executed. The
relatively low execution rate was primarily due to the Rwanda Life Cycle Project where
technical constraints caused spending to pick up only by July 2014, i.e. after the fiscal year.
Moreover figures are driven by underspending in the Regional ICT Center for Excellence
project sub-programme.

MYICT had one externally funded project executed at 78.9%.

Disbursements from Development Partners to PSDYE projects not channelled directly
through government institutions amounted to about RwF 5 bn during the first 3 quarters of
2014" (Annex 2.2). Indicative disbursement forecasts for the fiscal year 2014/15 amount to
RwF 9.2 bn.

4. Progress against implementation of recommendations from the previous JSR

Recommendation 1: Clarify the discrepancy between export figures used in different reports
and forums.

Progress made: The underlying ambiguity in export figures in part arises from the treatment
of service exports and informal trade figures and the use of calendar years versus fiscal years
by different reports. In line with the JSR recommendation, MINICOM has worked with various
agencies including NISR to identify a clear methodology to be applied in the computation of
the EDPRs indicator on the GDP share of exports. Going forward the resource balance in the
national accounts provided by NISR and the average USD exchange rate for the fiscal year

“ Several of the interventions funded directly by DPs (Annex 2.2b?) are implemented by collaborating partners
including CSOs and thus detailed information on these interventions such as requested in the JSR Terms of
Reference is not readily available.
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under consideration from BNR will be used to compute the GDP share of exports indicator in
the JSR. This also overcomes the challenge of unavailability of fiscal year data from the BNR.

Recommendation 2: Provide update on data to be used in computing skills indicator.

Progress made: the underlying data to be used in computing this indicator has been collected
from companies in the Rwanda Industrial and SME Survey and a baseline will be available by
November 2014. The corresponding policy actions will also be identified by the relevant sub-
sector working group once the baseline is available.

Recommendation 3: Provide updates on preparation of National Employment Program
implementation plan, National Export Strategy-Il, and PSDS Implementation plan

Progress made: the inputs provided on these three documents were incorporated. The
revised PSDS implementation plan was presented and discussed during the sub-sector
working groups held in October 2014 and also during the November 2014 JSR. The NEP
implementation plan has been adopted while the NES is to be validated in the near future.

5. Update on Planned Analytical Works

In the 2014/15 Forward-looking JSR report for the PSDYE Sector, four prioritised pieces of
analytical work were identified. An update on each of these is found in the table below.

Analytical work Responsible | Timeframe | Update

institution
Conduct engineering studies | MINICOM Q4 The study has identified 50 ha. of land in
for the Kigali Logistics Masaka Sector, Kicukiro for the KLP
Platform, designs and BoQs
for the air cargo center and Expropriation to be done by 2014/15
the off dock containers
EAC SEZs Policy and MINEAC Q2 Draft final SEZ policy is awaiting approval
regulations developed from the Sectoral Council on Trade,

Investment, Finance and Industrial
Development which is scheduled for

November 2014
Research and analysis in MINEAC Q4 Inception report and first draft of full report
preparation for the EAC have been shared and presented to senior
Common External Tariff management MINEAC. Final report will be
(CET) review available by the end of Oct-14, to be
presented to stakeholders.
Conduct an impact MINICOM Q4 The AfDB is processing a funding request
assessment and effect of and a final decision on this request is
local tax fixing and expected during the first half of November..
administration on MSMEs Preparatory activities including consultations
development with pertinent Government agencies have

been initiated, and implementation of study is
expected to start in November 2014.




6. Priority Areas for 2015/16

Primarily based on the draft PSD Strategy Implementation Plan and Support Project that was
discussed in the JSR meeting, the PSDYE Sector has identified five prioritised areas for the
2015/16 fiscal year. A description of each of these is presented in the table below.

Figure 6.1: Priority Areas for FY 2015/16

Priority area Target Priority intervention for 2015/16
Exports: Begin 28% annual o Establishment of Export finance schemes;
implementation of growth o Scale up exporters development program to increase
National Exports competitiveness;
Strategy Il (NESII) o Expropriation and resettlement of new tea estates and allocation
to investors
o Commence development of ICT Technopole and BPO park;
o Develop Eastern Province Lakes Towns Tourism Sub-Master
Plan.
Entrepreneurship 200,000 new | e Decentralization and strengthening of BDF to consolidate BDS;

and Business
Development:
National Employment
Program (NEP)

jobs created

e Scaling up apprenticeship scheme to support youth start-ups
including provision of the startup tool kits to trainees;

o Decentralization of labor market services with Employment
Service Centers at district level:

o Scaling up and equipping ICPCs training wings in all districts.

Trade Logistics and
Cross-Border Market

Facilitates
export growth

o Commence development of Kigali Logistics Platform; Bonded
warehouses; Agro-logistics centers in provinces and Air-cargo

Infrastructure target of 28% center;
growth o Continue mobilization of resources for Cross-border markets;
' o Commence design and development of Rwanda International
Trade and Exhibition Center.
Industrial Growth: 14% | e Scaling up Community Processing Centers;

Development Serviced e Manufacturing Growth Program/Growth Anchor Initiative;
land: 412 ha | o Develop Advanced Factory Units targeting export oriented
companies;
o Increase provision of serviced land (priority given to secondary
cities plus Rwamagana and Bugesera).
Investment Private o Investor targeting through Lead Agents;
promotion investment: o Enhance investment after-care;
23152% of o Improving the doing business environment.
FDI: 5% of
GD

Chairperson of PSDYE SWG
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Permanent Secretary

~ Ministry of Trade and Industry

Co - Chairperson of PSDYE SWG
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