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I. I n t r o d u c t l o n  

The 1381 A r t l c l e  I V  c o n s u l t a t i o n   d l s c u s s l o n s   w i t h  Rwanda were h e l d   I n  
K i g a l i   d u r i n g   t h e   p e r i o d  May iS-June 3,  1981. Rwanda c o n t l n u e s   t o  a v a l l  
i t s e l f  o f  t h e   t r a n s i t l o n a l   a r r a n g e m e n t s  of A r t i c l e  X I V .  The  Rwandese 
r e p r e s e n t a r l v e s   i n c l u d e d  Mr. J.D. Hategekimana, MinJ s t e r  of  Finance, Mr. D. 
Iyamuremye, Min i s t e r  of Natural   Resources  and  Mines,  Fir. A. Mulindangabo, 
M i n i s t e r  of Planning, Mr. M. N g l l l r a ,   M l n l s t e r  of Economy and  Covmerce, 
hlr. F. Nzamurambaho, b h n l s t e r  of Agr l cu l tu re ,   and  Mr. J. Blrara ,  Governor, 
Nat lonal  Rank of  Rwanda, a s  w ? l l  a s  o t h e r   s e n i o r   o f f l c l a l s   c o n c e r n e d   w i t h  
economic  and f i n a n c i a l   m a t t e r s .  The s t a f f   r e p r e s e n t a t i v e s   w e r e  Mr. M. SId ih6  
(head-AFR), Mr. M . Z .  Yucel ik  (FAD), Mr. S.P.O. Itam ( A F R ) ,  Mr. A. J b l l l  (AFR), 
and Miss M.J, Earl1  (secretary-AFR).  

11. Recent  Economic  Developments 

Rwanda i s  one of t h e  most densely  populated  and  poorest  countries, wlth 
a p o p u l a t l o n   i n c r e a s i n g  a t  around 3 per cent annual ly  and a d e n s l t y  of some 
180 persons per squTre  kilometer.   Moreover,   the  country 1s landlocked and 
dependent  for its i n t e r n a t i o v d   t r a d e  on one   long   supply   rou te   th rough Uganda 
t o   t h e   p o r t  of Mom52sa I n  Kenya.  The  economy 1 s  l a r g e l y   a g r l c u l t u r a l ,   c o f -  
fee  belng by f a r  t h e  most  Important  export   crop. 

During the f l r s t  t h r e e   y e a r s  of t he  current   development   plan (1977-811,  
Rwanda achleved relatively rapld  economic  growth,   while   malntalnlng a rea- 
sonab ly   sound   i n t e rna l   and   ex te rna l   f l nanc la l  position. I n   t h l s   p e r i o d  
( 1 9 7 7 - 7 9 )  t he   annua l  r a t e  of economic  growth  averaged 4.8 per cent   (Tdble  
1). Meanwhi l e ,   p ruden t   f i nanc la l   po l i c l e s ,   t oge the r   w l th   f avc rab le   ex t e rna l  
terms of t r a d e  and a s i g n l f l c a n t   i n c r e a s e  I n  t h e  volume of c o f f e e   e x p o r t s ,  
r e s u l t e d   I n  a marked  lmprovement  of the   budget   and   the   ba lance  of payments. 
The ave rage   ove ra l l   T reasu ry   su rp lus   r ep resen ted   abou t  1 per cenr of GDP. 
The e x t e r n a l   c u r r e n t   a c c o u n t   ( l n c l u d l n g   o f f l c i a l   t r a n s f e r s )   a l s o   r e g i s t e r e d  
a n  a v e r a g e   s u r p l u s   e q u i v a l e n t   t o  2 .5  pe r   cen t  of GDP, reflecting the excep- 
t i o n a l l y   l a r g e   s u r p l u s   r e a l i z e d   i n  1979. Thus,   wi th  the c o n t i n u e d   s u b s t a n t i a l  
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T a b l e  1 Rwanda Selec ted   Economlc   and   F lnar  - l a 1  I n d x a t o r s ,   1 9 7 7 - 8 1  

1 9 7 7 - 7 9   1 9 7 9  1980 1 1  1981  
Yearly a v e r a g e s  Projections 

Gross domestic p r o d u c t  (CDP) (Annual  perLentage change)  

Nominal GDP 
Real GDP ( 1 9 7 6   p r i c e s )  
Gross 2omestic expenditure 

( n o m i n a l )  

16 5 20 7 1 2  9 13 4 
4 8  4 3  4 9  5 2  

15 5 15 0 13 5 1 4  4 

Consumer prices 14 3 15 8 7 2  8 1  

E x t e r n a l  sector 

Exports ( f  o b ) 21 
O f  whlch c o f f e e  

Lolume 
Prices 2f 

Impor t s  ( E  o b ) 21 

Export p r i c e  index 
I p p o r t  price Index  
Terms of t rade 

O f  wh lch  p e t r o l e u m  

Government   f inance 

Budge carv revenue 
Sudgetarv expendlture 

C u r r e n t  
DevelopmenK 

81 7 
(182 8) 
(129 0 )  

(25 0 )  
10 0 

( 2 9  8 )  
3 1  9 
15  3 
1 4  4 

-34 2 
( - 5 4  7 )  
( -44 1) 

( - 4  G) 
28 2 

(50 5 )  
-10 7 

16 7 
-23 5 

2 3  5 39 3 a 2  2 3  
20 9 26 5 24 2 29 2 
20 2 24 2 2 1  0 25 4 
25 1 42 8 4 3  4 40 4 

Xonev and c r e d l t  

D o a e s t l c   c r e d i t  5 5  -00 0 1 2  0 77 1 
O f  wh lch  p r l v a t e  sector non- 

coffee c r e d i t  (21 6) (8 6 )  ( 3 3  7 )  0 

“lonev and quasi-money 20 a 25 7 7 8  16 4 

Baslc r a c l o s  (In per c e n t   o f  GDP) 

Consump t i o n  
Inves tmen t  
Resource  gap  
O v e r a l l  Treasurv s u r p l u s  or  

External c u r r e n t  account 
deficit ( -1  

b a l a n c e  2f 

a9 7 sa 4 88 0 87 7 
13 3 13 0 1$ 0 15 2 
9 2  6 9  10 3 11 2 

0 8  1 2  1 3  -1 7 

2 5  4 4  -5 6 -5 2 

E x t e r n a l   p u b l l c  debt  (outstandlng 
at end of p e r l o d )  10 8 11 6 14 3 15 2 

External d e b t  s e r v x e  (as  p e r  
c e n t  of e x p o r t s ,  € o b 1 1 6  1 3  3 8  4 0  

Sources  Data p rov ided  by the Rwandese authorltles, and s t a f f  estlmates and 
projections 

- 11 P r o v i s l o r a l  
- 21  In terms of R-anda f r a n c s  
- 3 1  I n c l u d l n g  official t r a n s f e r s  
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net  i n f l o w  of c a p i t a l ,   t h e   b a l a n c e  of payments   showed a cumulative o v e r a l l  
s u r p l u s  of SDR 73 m i l l i o n   d u r i n g  these t h r e e   y e a r s .   H o w e v e r ,   i n f l a t i o n a r y  

- p r e s s u r e s   p e r s i s t e d  i n  t h e   e c o n o m y ,   r e f l e c t i n g  m a i n l y  f r e q u e n t   d i s r u p t i o n s  
t o   t h e  s u p p l y  r o u t e  and large seasonal f l u c t u a t i o n s  i n  the p r i c e  of d o m e s t i c  
f o o d s t u f f s .  As m e a s u r e d   b y   t h e   c o n s u m e r   p r i c e  i n d e x ,  i n f l a t i o n  averaged 
m o r e   t h a n  1 4  p e r   c e n t   p e r  anfiurn clurinq 1977-79. 

I n  1980 t h e   o v e r a l l   e c o n o m i c   p e r f o r m a n c e  was b r o a d l y   s a t i s f a c t o r y .  
A g r i c u l t u r a l   o u t p u t  f o r  b o t h   d o m e s t i c   c o n s u m p t i o n   a n d   e x p o r t s   i n c r e a s e d  s ig -  
n l f i c a n t l y ,   r e f l e c t i n g   i m p r o v e d  dearher c o n d l t i o n s  as well  a s  the i m p a c t  
of past  e f f o r t s   i n   t h e  area of e x t e n s i o n   s e r v i c e s ,   n o t a b l y   o n   c o f f e e   p r o d u c -  
t i o n ,   w h l c h   r o s e  b y  1 9  per c e n t  t o  a b o u t  24,700 t o n s .   T h u s ,  with t h e  expan-  
s i o n  i n  o u t p u t  in t h e   m a n u f a c t u r l n g   a n d   c o n s t r u c t l o n  sectors, r e a l  GDP g rew 
by a b o u t  5 p e r   c e n t   c o m p a r e d   w i t h  4 p e r  cent  In 1979.  By c o n t r a s t ,   t h e  
c o n s i d e r a b l e   d e t e r l o r a t l o n  I n  t h e   e x t e r n a l  terms of t r a d e ,   c o u p l e d   w i t h  
a sharp d e c l l n e   i n   t h e   v o l u m e  of c o f f e e   e x p o r t s ,   l e d   t o  a s i g n i f l c a n t  
weakening of t h e  e x t e r n a l   p a y m e n t s   s i t u a t i o n .   T h e   v o l u m e  of c o f f e e   e x p o r t s  
fell f r o m   t h e   e x c e p t l o n a l l y   h l g h   l e v e l  of 39,000 t o n s   i n  1979 t o  22,000 
t o n s  i n  1980, o w i n g   t o   f r e q u e n t   d i s r u p t i o n s   t o   t h e   s u p p l y   r o u t e   t h r o u g h  
Uganda and poor  L 1 1 d   m a r k e t   c o n d i t i o n s   w h i c h  l e d  t o  t h e   I m p o s i t i o n  of 
e x p o r t  q u o t a s  unc r t h e  I n t e r n a t l o n a l  Coffee Agreement .  A s  t h e   a v e r a g e  
r e a l i z e d   p r l c e   f o r   c o f f e e  fell by 4 per cent t o  USSl.53 p e r  p o u n d ,   t o t a l  
e x p o r t   r e c e i p t s   a m o u n t e d   t o  only RF 12.4 b l l l l o n ,  1/ r e p r e s e n t l n g  a 3 4  per 
c e n t   d e c l l n e   f r o m   t h e   l e v e l  of 1979 .   Meanwhi l e ,   impor t   paymen t s  rose by 
28 p e r   c e n t ,   o w l n g   l a r g e l y  t o  t h e   r a p i d   I n c r e a s e   i n   p r i c e s .   T h e r e f o r e ,  
t h e   t r a d e   b a l a n c e   s h i f t e d  into a d e f i c l t  of RF 6.6 b i l l i o n .  Net s e r v i c e  
paymenrs d e c l i n e d  by a b o u t  15  p e r   c e n t   o n   a c c o u n t  of l o w e r   f r e i g h t  and 
i n s u r a n c e   p a y m e n t s  a n d  of  a marked improvement  In i n v e s t m e n t   i n c o m e   d u e  t o  
h l g h e r   e a l n t n g s   f r o m   t h e   p l a c e m e n t  of t h e  c o u n t r y ' s   o f f i c l a l   r e s e r v e s .  A s  
these g a l n s  were p r a c t l c a l l y   o f f s e t  b y  the d e c l i n e   I n   n e t   i n f l o w  of u n r e -  
q u i t e d   t r a n s f e r s ,   t h e r e  was a t u r n a r o u n d   i n   t h e  current a c c o u n t   p o s l t l o n  
f rom a s u r p l u s  of RF 4.3 b l l l i o n  in 1979 t o  a d e f l c l t  of RF 6.2 b i l l i o n ,  
e q u i v a l e n t   t o  5.6 p e r   c e n t  of GDP. H o w e v e r ,   w l t h   t h e   I n c r e a s e   I n  o f f l c l a l  
a s  well as s h o r t - t e r m   c a p i t a l   I n f l o w s ,   t h e   o v e r a l l   b a l a n c e  of payments  
r e c o r d e d  a s u r p l u s  of RF 1 * 2  b i l l l o n  (SDR 1 0 . 4  million), compared w i t h  a 
s u r p l u s  of RF 6.5 b i l l l o n  (SDR 54.0 mllllon) i n  1979. A s  of  t h e  end of  1 9 8 0  
g l o s s  o f f l c l a l   f o r e i g n   r e s e r v e s   a m o u n t e d   t o  SDR 146  r m l l l o n ,   e q u i v a l e n t  t o  
elght months  of  proJected 1 9 8 1   I m p o r t s   ( c . i . f . ) .  

T h e  r e d u c t i o n   i n  c o f f e e  e x p o r t   r e c e i p t s  a l so  b r o u g h t   a b o u t  a 4 8  p e r  
c e n t  f a l l  I n   p r o c e e d s   f r o m   e x p o r t   d u t i e s .   H o w e v e r ,   m a l n l y   b e c a u s e  of t h e  
increased l e v e l  of l m p o r t s  as  we l l  a s  o f   p r o d u c t l o n  of  b e v e r a g e s ,   p r o c e e d s  
f r o m   o t h e r  taxes  r o s e  by 26  per c e n t .  A t  t h e  same time, n o n t a x   r e v e n u e  
d o u b l e d ,  due essentially t o  l a r g e r   t r a n s f e r s  of p r o f l t s  by  t h e   N a t l o n a l  Bank 
of Rwanda.  Hence, t o t a l   b u d g e t a r y   r e v e n u e   e x p a n d e d   b y  8 per c e n t   t o  RF 1 3 . 2  
b l l l l o n ;  t h i s  r e p r e s e n t e d ,   h o w e v e r ,  a marked  slowdown from r e c e n t   t r e n d s .  

I/ A s  of J u l y  10, 1981 RF 1 = SDR 0.00947. - 
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M e a n w h l l e ,   t o r a l   g o v e r n m e n t   s p e n d l n g  1s e s t l m a t e d  t o  h a v e   i n c r e a s e d   b y  2 4  
p e r  c e n t  t o  RF 12.6 b l l l l o n ,   r e f l e c t i n g   m a i n l y  a s i m i l a r l y  r a p i d   g r o w t h  
( 2 1  p e r  c e n t )   i n   c u r r e n t   o u t l a y s .   G o v e r n m e n t   p e r s o n n e l   o u t l a y s ,   t h e  
l a r g e s t  s i n g l e  c a t e g o r y  of c u r r e n t   e x p e n d l t u l e  ( 4 6  p e r  c e n t  of t h e   t o t a l ) ,  
w h l c h   r o s e  by 2 2  p e r   c e n t   i n  1 9 7 9 ,  a r e  e s t i m a t e d  t o  h a v e   i n c r e a s e d   b y  a 
f u r t h e r  16 p e r  c e n t ,  d u e  p a r t l y  to t h e   g e n e r a l  s a l a ry  i n c r e a s e   e f f e c t e d   o n  
S e p t e m b e r  1, 1980 r a n g i n g   f r o m  10 p e r   c e n t  t o  2 5  p e r   c e n t .   O u t l a y s   f o r  
ma t e r l a l  a n d   s u p p l i e s   a n d   f o r   t r a v e l   a l s o   r o s e   r a p i d l y .   D e v e l o p m e n t   e x p e n -  
d l t u r e ,   w h i c h   r e p r e s e n t s   e s s e n t i a l l y   d o m e s t l c   c o u n t e r p a r t s  of f o r e i g n -  
f i n a n c e d   p r o J e c t s ,   e x p a n d e d   b y   4 1   p e r  cent t o  EW 2 . 1  b l l l l o n ,  o r  1 7  p e r  
c e n t  of t o t a l   g o v e r n m e n t   o u t l a y s ;   m o s t   o f   t h e   i n c r e a s e  was f o r   e d u c a t i o n  
a n d   a g r l c u l r u r e ,   w h e r e   s p e c l a l   e f f o r t s   w e r e   u n d e r t a k e n   t o  s t e m  s o i l   e r o s i o n .  
As a r e s u l t  Gf t h e s e   d e v e l o p m e n t s ,   t h e   b u d g e t a r y   s u r p l u s  was r e d u c e d  by 
m o r e   t h a n  TWO t h i r d s .   H o w e v e r ,   w l t h  a l a r g e   s u r p l u s   f r o m   T r e a s u r y   s p e c i a l  
a c c o u n t s ,  t h e  o v e r a l l   T r e a s u r y   s u r p l u s   r o s e  t o  RF 1 . 4  b i l l i o n ,   e q u l v a l e n t  
t o  a b o u t  1 p e r  c e n t   o f  GDP. Such a s u r p l u s ,   t o g e t h e r   w i t h   i n c r e a s e d   n o n b a n k  
b o r r o w i n g   e n a b l e d   t h e  T r e a s u r y  t o  meet s i g n l f l c a n t l y   h i g h e r   e x t e r n a l   d e b t  
a m o r t i z a t i o n   p a y m e n t s   a n d  t o  i m p r o v e   m a r k e d l y  i t s  n e t  c r e d l t o r   p o s i t i o n  
w i t h   t h e   b a n k i n g   s y s t e m .   C o n s e q u e n t l y ,   d o m e s t i c   c r e d l t   e x p a n d e d  b y  o n l y  
1 2   p e r   c e n t   I n   1 9 8 0 ,   n o t w i t h s t a n d l n g  a r a p i d   e x p a n s i o n   i n   c r e d l t  t o  t h e  
p r l v a t e  sec tor  o w i n g  i n  p a r t i c u l a r   t o   t h e   n e e d   t o   f l n a n c e  coffee s t o c k s  
a c c u m u l a t e d  a r  t h e   e n d  of t h a t   y e a r .  A s  n e t   f o r e l g n  assets  c o n r l n u e d  t o  
rlse, t h o u g h  more m o d e r a t e l y ,   t h e r e  was a n  8 p e r   c e n t   e x p a n s l o n  I n  b r o a d  
money s u p p l y .  Re f l ec t lng  t h e s e  d e v e l o p m e n t s   a n d   t h e   s l g n l f l c a n t l y   i m p r o v e d  
s u p p l y   c o n d l t l o n s ,  I n f  l a t l o n ,  a s  m e a s u r e d   b y   t h e   c o n s u m e r   p r i c e  Index, 
e a s e d   t o  7 p e r  c e n t   f r o m   1 6   p e r   c e n t   i n   1 9 7 9 .  

LlI. R e p o r t   o n   t h e   D l s c u s s l o n s  

1. E c o n o m i c   p r o s p e c t s   a n d   p o l i c l e s  

I n  n e w  of t h e   f a v o r a b l e   w e a t h e r   c o n d i t i o n s   d u r l n g   t h e   f i r s t   h a l f  of 
t h e  y e a r  , agricultural p r o d u c t i o n  1 s  e x p e c t e d   t o   e x p a n d   s u b s t a n t i a l l y   i n  
1 9 8 1 .  In p a r t i c u l a r ,   c o f f e e   o u t p u t  1 s  p r o J e c t e d  t'o r i se  by  26 p e r   c e n t   t o  
mort. t h a n  31,000 t o n s ,   a n d   p r o d u c + i r , n  of t e a ,  t h e   s e c o n d  most l m p o r t a n t  ex- 
p o r t   T r o p ,   b y   d b o u t  21 p e r   c e n t   t o  8,000 t o n s   ( d r l e d  leaves). M o s t   o t h e r  
sectors of t h e   e c o n o m y ,   n o t a b l y   m a n u f a c t u r i n g ,   c o n s t r u c t l o n ,   a n d   s e r v i c e s ,  
a r e  a l s o   a n t i c i p a t e d   t o   r e g i s t e r   g r o w t h  r a t e s  a t  l e a s t  s imi la r  t o   t h o s e  at-  
t a l n e d   i n  1980. C o n s e q u e n t l y ,  r ea l  GDP i s  p r o l e c t e d  t o  expand   by  5.2 p e r  
c e n t .   U n d e r   t h e s e   a s s u m p t i o n s ,   e c o n o m l c   g r o w t h   o v e r   t h e   c u r r e n t   d e v e l o p m e n t  
p l a n   p e r r o d   ( 1 9 7 7 - 8 1 )  w i l l  a v e r a g e   s o m e  5 per c e n t   p e r   y e a r ,   w h i c h   c o r n p a l e s  
f a v o r a b l y  w i t - i l  t h e   t a r g e t  r a t e  of 6 p e r  c e n t .  No c o r n p r e h e n s l v e   d a t a  a r e  
a v a i l a b l e  on  t h e  i m p l e m e n t a t i o n   a n d   s o u r c e s  of f i n a n c i n g  of t h e   p l a n   d u r i n g  
t h e  period 1977-80, p a r t l c u l a r l y   o n   t h e   s i z e   a n d   s e c t o r a l   d i s t r i b u t i o n  of 
i n v e s t m e n t .   H o w e v e r ,   t h e   R w a n d e s e   r e p r e s e n t a t i v e s   s h a r e d   t h e  view t h a t  
p r o g r e s s   t o w a r d   a c h i e v i n g  a number of I m p o r t a n t   s e c t o r a l  t a r g e t s  h a s  not 
b e e n  fully s a t i s f a c t o r y .  More s p e c l f i c a l l y ,   d o m e s t i c  food p r o d u c t i o n   h a s  
f a i l e d  tcj show a significant u p w a r d   t r e n d ,   t h e  creation of employment  
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oppor tun i t l e s   r ema ined   l imi t ed ;   and   t he   acu te   sho r t age  of s k i l l e d  manpower 
a s  well a s  the   i nadequacy   o f   t he   t r anspor t a t ion   and   d i s t r ibu t lon   sys t ems  
c o n t i n u e d   t o   r e p r e s e n t   s e r i o u s   b o t t l e n e c k s   c o n s t r a i n i n g   d e v e l o y r n f t l ' i   e f f o r t s -  
They o b s e r v e d   t h a t ,   i n   r e t r o s p e c t ,   t h e   p l a n ' s  ob-ject  ive of b r ,  11gf lg about  
m a l o r   s t r u c t u r a l   c h a n g e s   i n   t h e  economy i n  such a s h o r t   p e r l o d  a,lpears too  
ambit ious.  The s t r u c t u r a l   w e a k n e s s e s   1 n   t h e   a g l l c u l t u r a l   s e c t o t ,   s u c h  a s  
the   p reva lence   o f   smal l -holder   fa rming   and  the  use of t r a d i t i o n a l  methclds 
of cu l t i va t jon ,   cons t i t u t ed   maJor   imped l rnen t s   wh lch   cou ld   be   e l lmina ted  
only   over  time. M o r e o v e r ,   t h e   l l m l t e d   a v a l l a b l l i t y   o f   a r a b l e   l a n d ,  s o i l  
e ros ion ,   and   popu la t ion   p re s su res   wh ich   have   necess i t a t ed   t he   Inc reas ing  
u s e   o f   m a r g i n a l   l a n d s   a l s o   r e p r e s e n t e d  maJor o b s t a c l e s .  

As regards   fu ture   economic   deve lopment   po l ic les ,  t he  Rwandese  repre- 
s e n t a t i v e s   i n d i c a r e d   t h a t   t h e   a u t h o r i t i e s   w e r e  in t he  p r o c e s s  of p r e p a r l n g  
the   gu lde l lnes   for   the   next   f lve-year   deve lopment   p lan   (1982-86) ,  They 
a g r e e d   w i t h   t h e   s t a f f  team t h a t   t h i s   e x e r c i s e  was t a k i n g   p l a c e  a t  a tlme 
when r e s o u r c e   p r o s p e c t s  were r a t h e r   b l e a k .   W i t h   w o r l d   c o f f e e   p r i c e s   f o r e -  
cas t  t o  remain   depressed ,  the a v e r a g e   r e a l i z e d   c o f f e e   e x p o r t   p r i c e  f o r  
1981-83 i s  p r o l e c t e d   t o   b e  some 2 5  pe r   cen t   be low  tha t   ob ta ined  I n  1377-80, 
whlch w i l l  r e s u l r  i n  a s i g n i f i c a n t   d e t e r i o r a t i o n  in t h e   e x t e r n a l  terms of 
t rade.   Moreover ,   the   volume of c o f f e e   e x p o r t s  is l l k e l y   t o   r e m a l n   p r a c t i -  
c a l l y   u n c h a n g e d ,   C o n s e q u e n t l y ,   t h e   e x t e r n a l   c u r r e n t   a c c o u n t   d e f l c l t  1 s  
expected t o  w d e n   c o n s i d e r a b l y .   F o r  1981, a turnaround I n  t h e   o v e r a l l  
ba lance  of payments  from a s u r p l u s  of SDR 10 m l l l ~ o n  i n  1980 t o  a def lc1 . t  
of SDR 8 rn l l l l on  1s f o r e s e e n .  The ba lance  of payments position 1 s  f o r e c a s t  
t o  d e t e r l o r a t e   f u r t h e r  and markedly In 1982-83. The unfavorable   deve lop-  
men t s   i n  t h e  c o f f e e   s e c t o r  will a l s o  adve r se ly   e f f ec t   gove rnmen t   budge ta ry  
r e c e l p t  s.  

The  Rwandese r e p r e s e n t a t i v e s  were rnlndful of t he   pohcy   1mpl i t : a t lons  
of t hese   p rospec t s .   Thus ,  rhey r e c o g n i z e d   t h a t  i t  would  be essential t o  
m a l n t a l n   o v e r a l l   f l n a n c l a l   s t a b i l i t y  so as t o   c o n s o l l d a t e  the  b a s l s  f o r  
cont lnued   economlc   and   soc la l   devdopment .  T h i s  p o l l c y   s t a n c e  1 s  a l l  t h e  
more i m p o r t a n t   b e c a u s e ,   i n  the clrcumstances  of  Rwanda, deve lopmen t   s t r a t egy  
should  aim prlmarlly a t  a c h l e v l n g  a r a p l d   a n d   s t e a d y  r a t e  of glowth and 
expanding  employment oppor tun i t i e s .   A l though   t hey   cou ld   no t   p re Judge   t he  
outcome of t h e   p l a n n i n g   e x e r c l s e   c u r r e n t l y   u n d e l  way, t h e y   n o t e d   t h a t   t h e s e  
e lements  were h k e l y  t o  cons t i t u t e   t he   maJor   ObJec t lVeS  of  t h e  nex: p l an .  
To a t t a i n   t h e s e   o b l e c t i v e s   t h e y  stressed t h a t   u n d e r   t h i s   n l a n  s u p p l y  
po l i c i e s   wou ld   p robab ly   con t lnue   t o   acco rd   p r io r l ty   t o   t he   deve lopmen t  of 
t-he a g r l c u l t u r a l   s e c t o r  and grea te r   emphasxs  will be   p l aced  on r a l s i n g  
p r o d u c t i v i t y   a n d   m p r o v i n g   a b s o r p t i v e   c a p a c i t y .   T h u s ,   a g r i c u l t u r a l   p o l l c y  
w i l l  be   r eo r i en ted   t oward  more r e g i o n a l   s p e c l a l l z a t i o n   c o u p l e d  w i t - h  l n t e n s l -  
f l e d   e x t e n s i o n  services* The   env l saged   r ecour se   t o   Inc reased   f l n snc ia l   and  
t e c h n i c a l   a s s i s t a n c e   f r o m   t h e  World Bank Group will b e   h e l p f u l   i n  t h l s  
respect* A t  t h e  same time, more v i g o r o u s   e f f o r t s  will be made t o   d e v e l o p  
t h e   m a n u f a c t u r i n g   s e c t o r   a n d   I m p r o v e   i n t e r n a l   a n d   e x t e r n a l   t r a n s p o r t a t i o n  
l i n k s   i n   o r d e r  t o  f a c i l i t a t e   n o t   o n l y   d o m e s t i c   t r a d e  In a g r i c u l t u r a l   p r o -  
duce b u t   a l s o  t h e  f l o w  of   expoI t s   and   Impor ts .   These   ac t ions  will b e  



c o m p l e m e n t e d  by i n c r e a s e d   i n v e s t m e n t s   t o   c l p g r a d e   a n d   e x p a n d   s t o r a g e   f a c i l i -  
t i e s  f o r   a g r i c u l t u r a l   p r o d u c e .  A s u c c e s s f u l   l m p ’ e m e n t a t l o n  of t h e   a b o v e -  
r n e v t i o n e d   p o l i c i e s  w i l l  h e l p  c o n t a l n  i n f l a t l o p a r y   p r e c s l r r e s .  

I n  Rwanda t h e  maJor s o u r c e  of energy 1 s  fuel w o o d .   R e f l e c t i n g   ’ h e  
G o v e r n m e n t ’ s   p o l i c y  of d i v e r s i f i c a t i o n ,  a number of h y d r o e l e c t r i c  poker 
p l a n t s   h a v e  b e e n  i n s t a l l e d ,   b o t h   i n   a s s o c i a t i o n   w i t h   n e l g h b o r i n g   c o u n t r i e s  
a n d   i n d e p e n d e n t l y .   B e t w e e n  1 9 7 7  a n d  1980 t h e  vo lume  of I m p o r t s  of p e t r o -  
l e u m   p r o d u c t s  rose by 18 p e r  c e n t ,  w h i l e   t h e   v a l u e   m o r e   t h a n   d o u b l e d .   I n  
1 9 8 0   i m p o r t s  of petroleum p r o d u c t s   r e p r e s e n t e d   a b o u t   1 2   p e r   c e n t   o f  t o t a l  
r e c o r d e d  i m p o r t s  (c . i . f . ) .  T h e   G o v e r n m e n t ’ s   p o l i c y   h a s   b e e n   t o  a l l o w  
d o m e s t i c   p r i c e s  of o i l   a n d   r e l a t e d   p r o d u c t s  t o  f u l l y   r e f l e c t   w o r l d   p r i c e  
i n c r e a s e s .   H o w e v e r ,   i m p o r t s   o f   p e t r o l e u m   p r o d u c t s   a r e   s u b J e c t  t o  preferen- 
t i a l  c u s t o m s   d u t i e s ,  a n d  t h e r e  i s  no g a s o l i n e  t a x .  T h e  Kwandese r e p r e s e n -  
t a t l v e s  explained t h a t   t h l s  w a s  I n t e n d e d  to mitigate t h e   i m p a c t  of h i d h e r  
o i l  p r l c e s  on t h e   o v e r a l l   p r i c e   l e v e l .  

I n  s u p p o r t  of t h e   s u p p l y   p o l i c l e s  t o  be f o l l o w e d   u n d e r   t h e  new plan, 
t h e   R w a n d e s e   r e p r e s e r t a t l v e s   s t r e s s e d   t h a t   t h e   a u t h o r i t i e s   I n t e n d e d  t o  
c o n t l n u e  t o  p u r s u e   a p p r o p r i a t e   p r l c l n g  and i n c o m e   p o l i c l e s .  Accordingly, 
w i t h  a v i e w  t o  p r o v l d l n g   t h e   r e q u l r e d  stimulus, t h e   d a l l y  mlnlmum wage 
r a t e ,  which h a d   r e m a i n e d   u n c h a n g e d  a t  KE’ 60 s i n c e   S e p t e m b e r  1, 1 9 7 4 ,  w a s  
ralsed t o  RF 100 e f f e c t l v e   S e p t e m b e r  1, 1980-  A t  t h e  same tlme, sa l a ry  
scales were r e v i s e d   u p w a r d .  It was n o t e d ,  ~n particular, t h a t   i n  t h e  
m l n l n g   s e c t o r  t he  h l g h e r  wage l e v e l s  should h e l p   r e d u c e  the h l g h   t u r n o v e r  
r a t e  of w o r k e r s .  No g e n e r a l   w a g e  increases were e n v l s a g e d   f o r  1981-82, 
A s  r e g a r d s  t h e  a g r l c u l t u r a l  s ec to r ,  p r i c e s   o f   d o m e s t i c   f o o d s t u f f s  are 
e s s e n t l a l l y  m a r k e t - d e t e r m i n e d ,   s l n c e  prlces  f l x e d  by t h e   a u t h o r i t i e s  are 
only l n d i c a t l v e  and are n e v e r   e n f o r c e d .  I n  l l n e  w i t h   t h e i r   p o l i c y  t o  
e n s u r e   t h a t   p r o d u c e r  p r l ces  are  s u f f l c i e n t l y   r e m u n e r a t i v e ,   t h e   a u t h o r i t i e s  
h a v e   d e c l d e d   t o   m a l n t a l n   f o r   1 9 8 1 / 8 2   p r o d u c e r   p r i c e s  of  t h e  p r i n c i p a l  ex- 
p o r t   p r o d u c t s  a t  t h e i r  p r e v i o u s  year’s l e v e l .  W i t h   r e s p e c t  t o  c o f f e e ,  
t h e y  were awdre t h a t   m a i n t e n a n c e  o f  t h e   p r o d u c e r   p r l c e  a t  RF 1 2 0  p e r   k l l o  
w o u l d   r e q u l r e   t h e   f n t e r v e n t l o n  of t h e   S t a b i l i z a t l o n   F u n d .   I n   t h e   e v e n t  
t h a t  i n  1 9 8 1   r e a l i z e d   a v e r a g e   e x p o r t   p r i c e s  were t o  d r o p  below USS1.15 p e r  
p o u n d ,   s u c h   s u p p o r t   w o u l d  exceed rhe f u n d ’ s   a c c u m u l a t e d   r e s e r v e s   o f  some 
RI: 500 m i l l i o n .  

2. F i n a n c i a l   p o l l c l e s  

A s  i n d i c a t e d   a b o v e ,   t h e  anticipated a d v e r s e   d e v e l o p m e n r g  in t h e  c o f f e e  
s e c t o r  w l l l  r e s u l t   i n  a s u b s t a n t i a l   r e d u c t l o n  of r e s o u r c e s   a c c r u i n g  t o  t h e  
b u d g e t   d u r i n g   t h e   p e r l o d   1 9 8 1 - 8 3 .   A l t h o u g h   t h e   g r o w t h   o f   b u d g e t a r y   r e s o u r c e s  
1s e x p e c t e d  t o  slow down c o n s i d e r a b l y   t o   o n l y  2 p e r   c e n t ,  owing to t h e  50 
p e r   c e n t   d e c l i n e   I n   e x p o r t   d u t l e s  on c o f f e e ,   g o v e r n m e n t   o u t l a y s  a r e  p r o J e c t e d  
at RF 1 6 . 3  b l l l l o n ,   r e p r e s e n t l n g  a 29 p e r  cent  i n c r e a s e   o v e r   t h e   e s t i m a t e d  
1 9 8 0   o u t c o m e .   A p p r o p r l a t l o n s  f o r  t h e  c u r r e n t   b u d g e t ,   w h i c h   r e p r e s e n t  some 
80 p e r  cent of t h l s  a m o u n t ,  a re  p r o J e c t e d  to r l s e  b y  2 5  per c e n t ,   f o l l o w i n g  
a 2 1  p e r   c e n t  Increase i n  1980 .  Development e x p e n d l t u r e  1 s  also budgered 4 
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t o  r i se  r a p l d l y .  As a r e s u l t  of   the   sharp  expansion  of   government   spendir?  
a m a j o r   s h i f t   i n   t h e   o v e r a l l   T r e a s u r y  position 1s fo reseen ,   f rom a s u r p l b s  
of RF 1 . 4  b l l l i o n  i n  1980 t o  a d e f i c i t  of RF 2.1 b i l l i o n   I n  1981, e q u i v a l e n t  
t o  about 2 p e r   c a n t  Jf GDP. 

T h e  Rwandese r e p r e s e u t a t i v e s   e x p l a i n e d   t h a t   t h e   r a p i d   g r o w t h  o f  cur-  
r en t   spend ing  i n  1981 r e f l e c t e d   l a r g e l y   e x c e p t i o n a l   m e a s u r e s ,   s u c h  a s  th:! 
a d d i t i o n  of a new M l n i s t r y   o f   E d u c a t i o n   c a l l e d  f o r  under the school   re form 
program,   the   es tab l i shment   o f  a new L e g i s l a t i v e  Assembly, and   l a rge r   app ro -  
p r i a t i o n s   f o r   t h e   r e l a t e d   s u p p l l e s  and  equipment.   The  higher  levei  of 
government   subsldies  t-o a n d   p a r t i c l p a t l o n   I n   p a r a s t a t a l   e n t e r p r i s e s ,   t h e  
gene ra l  wage awards  granted  in   September   1980,   and the i n c r e a s e d   c o s t s  of  
imports were also c o n t r i b u r i n g   f a c t o r s .  They n o t e d   t h a t ,   i n   t h e   a u t h o r i l i e s '  
o p i n i o n ,   p a r t  of the   expans ion  I n  government  spendlng  should  be  viewed a s  
n e c e s s a r y  C C S ~ S  of i n s t i t u t i o n   b u i l d i n g .   M o r e o v e r ,   i n   l l g h t   o f  the  r a t h e r  
low l e v e l  of w a g e s ,   p a r t i c u l a r l y  I n  t h e   p u b l l c   s e c t o r ,  and of t h e   r a p i d  
i n c r e a s e  i n  d o m e s t i c   p r i c e s   s i n c e  1978  when t h e  l a s t  ad jus tment   occur red ,  
i t  a p p e a r e d   n e c e s s a r y   t o   g r a n t   s a l a r y   I n c r e a s e s .   E f f o r t s   t o   c o n t a i n   t h e  
growth of personnel   expendi ture   would  be grea t ly   enhanced   by   improving  
c o n t r o l  of r e c r u i t m e n t .  Some p rogres s  had  been made i n   t h l s   r e s p e c t ,  a 
su rvey  of government  employeeq  has  been  completed  and,  effectlve  with  the 
1981  budget ,   the  lekel  of r e c r u i t m e n t  1s determined  and  adopted  wlth  the 
budget  law. As r a g a r d s   p u b l l c   e n t e r p r l s e s ,   t h e y   r e m a r k e d   t h a t  a s t u d y  o f  
t h e s e   e n t e r p r l s e s  b:' the  European  Development Fund  had Jus t   been   concluded ,  
a n d   t h e   a u t h o r l t l e s  were c o n s i d e r i n g  I P S  resu l t s   and   recommendat ions .  It 
1 s  t h e   a u t h o r l t l e s '   l n t e n t l o n  t o  rake a l l  n e c e s s a r y   s t e p s   t o   i m p r o v e   t h e  
management of t h o s e   f a c i n g   f i n a n c i a l   d l f f i c u l t l e s ;  I f  w a r r a n t e d ,   t h e  Govern- 
ment w l l l  n o t   h e s l t a t e   t o   h q u l d d t e   t h o s e   w h l c h  are n o t   v l a b l e ,  a s  has   been  
t h e  case r e c e n t l y   w i t h  a p u b l l c   c o n s t r u c t ~ o n  company. 

While they  were c o n f l d e n t   t h a t   i n   1 9 8 1   t h e   T r e a s u r y  will be a b l e   t o  
f i n a n c e   t h e   p r o s p e c t l v e   d e f l c l r   l a r g e l y   b y   d r a w l n g  down ~ t s  accumuiated 
d e p o s i t s   w l t h   t h e   b a n k i n g  system, t h e  Rwandese r e p r e s e n t a t l v e s   o b s e r v e d  
t h a t   t h e   a u t h o r l t i e s  were equa l ly   conce rned   w l tb   t he   budge ta ry   r e source  
p r o s p e c t s   f o r  1982-83. This  has  prompted  the  Government t o  c o n s i d e r   t h e  
I n t r o d u c t i o n   i n  1982 of a number of  revenue  measures,   namely  business 11- 
cense  fees and the r e v l s i o n  of the  income  tax r a t e  and t h e   , u s t o m s   t a r l f f .  
Cus toms  adminis t ra t ion  i s  b e i n g   s t r e n g t h e n e d   w i t h   t e c h n l c a l   a s s i s t a n c e  from 
t h e  IMF. Moreover ,   beginning  In  1982, when a number of qualified p e r s o p n e l  
become a v a i l a b l e ,  t a x  enforcement   and  audi t lng In t h e   a r e a  of income  taxa- 
t i o n  w i l l  improve .   The   au thor l t les  were h o p e f u l   t h a t   t h e s e   m e a s u r e s  wlll 
help   avoid  a f u r t h e r   d e c l l n e   i n   t h e   g r o w t h  of  budge ta ry   r e sources .  

I n  c o n t r a s t   t o  the r e c e n t   p a s t ,  I n  1981 t h e  expansion i n   d o m e s t i c  
c r e d i t  i s  l i k e l y  t o  r e f l e c t   p r i m a r i l y   t h e   d e r e r i o r a t l o n   i n   t h e   G o v e r n m e n t ' s  
ne t   pos i t ion   wl th   the   banklng   sys tem.   I f   budgetary   per formance  were t o  
c o n t i n u e   t o  weaken  and c o f f e e   s t o c k s  t o  accumulate ,  demand f o r   c r e d l t  
would   expand  s lgn i f lcant ly .  The  Rwandese r e p r e s e n r a t l v e s   i n d i c a t e d   t h a t  
t h e   a u t h o r l t i e s  were aware of such  an e v e n t u a l i t y   a n d   i n t e n d e d  t o  c o n t l n u e  
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t o   p u r s u e   p r u d e n t   c r e d i t   p o l l c i e s ,  while e n d e a v o r i n g  t o  a c c o m m o d a t e   t h e  
g e n u i n e   n e e d s  of t he  economy.  As r e g a r d s   i n t e r e s t  r a t e  p o l i c y   t h e y   n o t e d  
t h a t  i t  may b e   t o o  early t o  assess w i t h  a r e a s o n a b l e   d e g r e e  of c e r t a i n t y  
t h e  i m p a c t   o f  t h e  s i g n l f i c a n t   u p w a r d   a d J a s t r n e n t  of l n t e r e s t  ra tes  e f f e c t e d  
I n  November  1979.   The expansion i n  term d e p o s i t s   w i t h   t h e   S a v i n g s   B a n k  
may b e   d u e  t o  t h i s  bank's n e w l y   I n t r o d u c e d   p o l i c y   r e q u i r e m e n t   t h a t   c l i e n t s  
m u s t   e a r n  a minimum  amount of i n t e r e s t   o n   d e p o s i t s  t o  become e l i g i b l e  f o r  
bank loans .  On t h e   o t h e r   h a n d ,  i t  seems t h a t   h i g h e r   l e n d i n g  ra tes  h a v e  
d i s c o u r a g e d   t h e   d e m a n d   f o r   c r e d i t   f o r   s p e c u l a t i v e   p u r p o s e s ,   n o t a b l y   i n   t h e  
area of c o n s t r u c t i o n .  

3 .  - E x c h a n g e   a n d  t r a d e  p o l i c i e s  

R w a n d a ' s   c u r r e n c y  i s  pegged t o   t h e  U.S. d o l l a r  a t  t h e  ra te  of RF 92.84 = 
U S $ 1 .   D e v e l o p m e n t s   i n  t h e  e f f e c t i v e   e x c h a n g e  r a t e  show a d e p r e c i a t i o n  of 
t h e   t r a d e - w e i g h t e d   e x c h a n g e  r a t e  i n  real  terms of a b o u t  1 4  p e r   c e n t   i n  1978, 
f o l l o w e d   b y   a n   a p p r e c i a t i o n  of 7 p e r   c e n t   i n   1 9 7 9 .   A f t e r  a s l i g h t   d e p r e c i -  
a t i o n  of 1 p e r   c e n t   i n   1 9 8 0 ,   t h e   t r a d e - w e i g h t e d   e f f e c t i v e   e x c h a n g e  r a t e  
showed a n  a p p r e c i a t i o n  of 7 p e r   c e n t   d u r i n g   t h e   f i r s t  f o u r  m o n t h s  o f  1 9 8 1 ,  
t h e r e b y   r e s t o r i n g   t h e  rea l  v a l c e  t o  i t s  e n d - 1 9 7 7   l e v e l .   T h e s e   d e v e l o p m e n t s  
r e f l e c t e d   m a i n l y   t h e   m o v e m e n t s  of  t h e  U . S .  d o l l a r  v i s -a -v i s  t h e   o t h e r  mapr  
c u r r e n c i e s .  The a u t h o r i t l e s   e x p r e s s e d   t h e i r   a w a r e n e s s   o f   t h e   p r o b l e m   i n -  
h e r e n t   i n   s u c h  a n  a p p r e c i a t i o n   a n d   i n d i c a t e d   t h a t  a c a r e f u l   s t u d y   o f  i t s  
i m p l l c a t l o n s   w o u l d   b e   u n d e r t a k e n   w i t h  a v i e w  t o  a s c e r t a i n i n g  w h e t h e r  a n y  
a c t i o n   n e e d s  t o  be t a k e n .  

The ex te rna l  r e s e r v e   p o s i t i o n  of Rwanda i s  c u r r e n t l y   c o m f o r t a b l e .  
H o w e v e r ,   t h e   r e a l i z a t i o n  of a r a p i d   e c o n o m i c   g r o w t h   u n d e r   t h e   p l a n   w o u l d  
e x a c e r b a t e   p r o s p e c t i v e   p r e s s u r e s  o n  t h e  c u r r e n t   e x t e r n a l   a c c o u n t .   T h i s  
w o u l d   r e q u i r e  that d o m e s t i c   r e s o u r c e s   b e   s u p p l e m e n t e d   w l t h   a d d i t i o n a l  ex- 
t e r n a l  dss is tance.  The a u t h o r l t i e s  a re  c o n f l d e n t   t h a t ,  ab i n   r e c e n t   y e a r s ,  
f o r e i g n  assistance w i l l  c o n t i n u e  t o  r e p r e s e n t  a n  i m p o r t a n t   s o u r c e  of d e v e l -  
o p m e n t   f i n a n c e -   I n   s p l t e  of c e r t a l n   d e f l c i e n c l e s   i n  s t a t l s t l c a l  c o v e r a g e ,  
a v a i l a b l e   d a t a   c o v e r  t h e  b u l k   o f   f o r e i g n   d e b t   c o n t r a c t e d   b y   R w a n d a .  On 
t h a t   b a s i s ,   o u t s t a n d i n g   p u b l l c   a n d   p u b l i c l y   g u a r a n t e e d   e x t e r n a l   d e b t ,  
w h i c h   s t o o d  a t  U S $ 1 2 3   m l l l i o n  (RF 1 1 . 4  b j l l i o n )  a t  t h e   e n d  of  1 9 7 9 ,   r o b e  
t o  US$170 m f l l l o n  (RF  1 5 . 8   b i l l i o n )  by t h e  end of 1 9 8 0 ,   e q u i v a l e n t  t o  
a b o u t  1 4  p e r   c e n t  of GDP. h o s t  of t h e   l o a n s  were c o n r r a c t e d  a t  very c o n -  
cessionary t e r m s ,   a n d ,   a c c o r d i n g  t o  IBm c a l c u l a t i o n s ,   t h e   m a t u r i t - y   o f   o u r -  
s t a n d i n g   l o a n s   a v e r a g e s  40 years ,  w i t h  a g r a c e   p e r i o d  of o v e r  8 y e a r s   a n d  
an i n t e r e s t  rate of a b o u t  2 p e r   c e n t   p e r   a n n u m .   C o n s e q u e n t l y ,   i n   1 9 8 0   t h e  
d e b t   s e r v i c e  r a t i o  was e q u i v a l e n t   t o  3 . 8  p e r   c e n t  o f  e x p o r t s   ( f . 0 . b . ) ;  f o r  
1981 t h e   r a t i o  is e s t i m a t e d   t o   i n c r e a s e   m a r g i n a l l y  t o  some 4 p e r   c e n t .   T h e  
R w a n d e s e   a u t h o r i t i e s   n o t e d   t h a t   t h e i r   f o r e l g n   d e b t   p o l i c y   s t a n c e  w i l l  con- 
t i n u e   t o   b e   p r u d e n t .   M o r e o v e r ,   a p p r o p r i a t e   s t e p s  w i l l  be t a k e n  t o  i m p r o v e  
c o o r d i n a t i o n  i n  the a r e a  of d e b t   c o n t r a c t i n g   a n d  t o  c o r r e c t   w e a k n e s s e s   i n  
s t a t i s t i c a l  c o v e r a g e ,   i n c l u d i n g   t h e  monitoring of f o r e i g n   g r a n t s .  
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Rwanda con t inues   t o   ma iq ta in  a l ibera l   sys tem  of   t rade   and   payments .  
However, there a re  c e r t a i n  limits o n   t r a n s f e r s  of earned  income by f o r e i g n  
n a t i o n a l s  employed i n  Rwanda unde r   con t r ac t  . The Kwandese r e p r e s e n t a t j v e s  
e x p l a i n e d   t h a t ,   e f f e c t i v e   J a n u a r y  2 ,  1981, t h e  f o r m e r   r e s t r i c t i o n  on t r a n s -  
f e r s  of net ren ta l   income  has   been   te rmina ted .  

IV. Sta f f   Apprd i sa l  

During  the f i r s t  f o u r   y e a r s  of the   cur ren t   deve lopment   p lan  (1977-81) 
hands ach ieved   r e l a t ive ly   r ap id   economic   g rowth   i n  a c l i m a t e  o i  f i n a n c i a l  
q%r . lb i l i t y .   In   t h i s   pe r iod  (1977-80) t h e   a n n u a l  r a t e  of economic  growth i s  
eqt Imated t o  have  averaged  about 5 p e r   c e n t ,  which compares f avorab ly  t o  t h e  
p l a n   t a r g e t  of 6 per cent.  Meanwhile,  prudent demand  management p o l i c i e s ,  
t o g e t h e r  w i t h  gene ra l ly   f avorab le   ex t e rna l   deve lopmen t s  and a s i g n i f i c a n t  
I n c r e a s e  rn  the  volume o f  c o f f e e ,   ' h e  main e x p o r t   c r o p ,   r e s u l t e d  i n  a 
marked  Improvement I n  t h e  budget   and  the  balance of payments.  Howevel, 
i n f l a r i o n a r y  pressures h a v e   p e r s i s t e d  i n  t h e  economy, r e f l e c t i n g   m a i n l y  
f r e q u e n t   d i s r u p t i o n s   t o   t h e   s u p p i y   r o u t e   a n d   l a r g e   s e a s o n a l   f l u c t u a t i o n s  
I n   t h e  prices of domes r l c   foods tu f f s .  

I n  con t r a s t ,   because  of t he   t u rna round   In   wor ld   marke t   cond l t lons   fo r  
Rwanda's p r i n c i p a l  e x p o r t s ,  t h e  medlum-term out look  i s  n o t   f a v o r a b l e .  
World c o f f e e  pr ices ,  n o t a b l y ,   a r e   p r o J e c t e d   t o   r e m a i n   d e p r e s s e d ;  a s u s t a l n e d  
recovery i s  n o t   f o r e s e e n   b e f o r e  1984-85 .  With r e a l i z e d   c o f f e e   e x p o r t   p r i c e s  
f o r  1981-83 f o r e c a s t  t o  be 25 p e r  cen t   be low  the i r  1977-80 l e v e l ,  Rwanda's 
e x t e r n a l  terms o f   t r ade  are a n t i c i p a t e d   t o   d e t e r i o r a t e   c o n s l d e r a b l y .  Conse- 
q u e n t l y ,   t h e   e x t e r n a l   c u r r e n t   a c c o u n t   d e f l c i t  1s p roJec ted  t o  widen.  Although 
t h e  ne t  i n f low of c a p l t a l  1s expected t o  remain a t  a r e l a r i v e l y   h i g h   l e v e l ,  
the   balance  of   payments  1s l i k e l y   t o  come under  growlng pressure. Glven 
the   impor t ance   o f   t he   co f fee   s ec to r  a s  a sou rce  of income dS wel l  a s  of 
revenue f o r  the   budget ,   these   unfavotable   deve lopments  w l l l  also a d v e r s e l y  
affect   government   budgetary receipts. 

I n  view of  t h e  r e s o u r i e   p r o s p e c t s ,  more prudence may b e   c a l l e d   f o r   i n  
t h e  area of  demand management. I n   p a r t l c u l a r ,   b u d g e t a r y   p o l i c y ,  t h e  key 
element,  s h o u l d  be deslgned  to  keep  governmenr  spendlng more I n  l l n e   w l t h  
the   unde r ly ing   r a t e   o f   Inc rease   o f   budge ta ry   r evenue   ove r   t he  rlledlum term. 
S p e c i f l c a l l y ,   t h i s  w l l l  r e q u i r e   t h a t  :he growth i n   c u r r e n t   e x p e n d l t u r e  be 
contained t o  a r a t e  wel l  be low  tha t   ove r   t he  l a s t  t h r e e   y e a r s .  The 1981 
budget,  n t h  i t s  h i g h l y   e x p a n s i o n a r y   s t a n c e ,   d o e s   n o t   c o n f o r m   t o   t h i s  
requirement.   Moreover,  1 f  t h e  downward t r e n d  of world  market prices f o r  
cof fee   were  t o  cont inue,   which does not  appear u n l i k e l y ,   b u d g e t a r y   s u p p o r t  
fo r   t he   co f fee   p roduce r  price would   be   requi red .  While a b e t t e r   c o n t r o l  
of r ec ru i tmen t  w i l l  h e l p  c o n t a l n   t h e   i n c r e a s e   I n   p e r s o n n e l   e x p e n d i t u r e ,  
the  containment   of   the   growth of cu r ren t   expend i tu re   wou ld  a l s o  r e q u i r e  
s t rong   measu res   des igned   t o   p reven t   pub l l c   and   s eml -pub l i c   en t e rp r i se s  
from  becoming a burden on the  budget .   Meanwhile ,  a f u r t h e r   s t r e n g t ' l e n i n g  
of tax a d m i n i s t r a t l o n  w ~ l l  improve   co l l ec t ion .  It wlll a l so   be   impor t an t  
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t o L L v I c ' w  t h e  r a x   s y s t e m   i n   o r d e r  t o  b r o a d e n   t h e   r e v e n u e  base t h e r e b y  
l e s s e n i n g  t h e  d e p e n d e n c e   o n   c o f f e e .  A p o l i c y  of f i s c a l   r e s t r a i n t   s h d u l d  
1 t 1 i J  d t  tc 'nudtc t h e  p r o s p e c t i v e   e x p a n s i o n   I n   d e m a n d   f o r   c r e d i t   a n d   t h u s  
( t l a h l r  tile m o n e t a r y   a u r h o r i t l e s  t o  c o n t i n u e  to  p r o v i d e  a n  a d e q u a t e   s u p p l y  

ot p d y m t l n t s .  T h e   p u r s u l t  of t h e s e   p o l l c i e s   w o u l d  promote a c l imate  of 
I l n a n L l d l  s t a b l l i t y   c o a d u c l v e  t o  c o n t l n u e d   s t e a d y   e c o n o m i c   g r o w t h .  

crrBdil  t o   t h e   e c o n o m y   w i t h o u t   e x e r t i n g   u n d u e   p r e s s u r e s   o n   t h e   b a l a n c e  

The  d u t h o r l t i e s   r e c o g n l z e   t h a t   a l t h o u g h  in recent y e a r s   t h e  r a r e  of 
economic growth h a s   b e e n   r a p i d ,   p r o g r c s s   t o w a r d   a c h i e v i n g  a number   o f  i m p o r -  
t d n t  se~LLo~a1 t a r g e t s  of the p l a n  h a s   n o t   b e e n   f u l l y   s a t i s f a c t o r y .   I n   l i g h t  
o t  t h i s  c x p e r l e n c e  as well a s  of u n f a v o r a b l e   r e s o u r c e   p r o s p e c t s ,  s u p p l y  p o l l -  
C I O ~  5 h o u l d   c o n t i n u e  t o  a c c o r d   p r i o r i t y   t o  the  d e v e l o p m e n t  of t h e   a g r l c u l t u r -  
a1 s e c t o r ,  w i t h  g r e a t e r   e m p h a s i s  on r a i s i n g   p r o d u c t i v i t y   a n d   i m p r o v i n g   a b s o r p -  
t ~ v e  ( a p c i c l t y .  Iq t h i s   r e s p e c t ,   f u r t h e r   t e c h n i c a l  ass is tance f r o m   d e v e l o p m e n t  
f l n d n c e  i n s t i t u t i o n s   w o u l d  b e  d e s i r a b l e .   L a r g e r   i n v e s t m e n t s   a i m e d  a t  elimi- 
nat ~ n g  b L t t l e n e c k s   i n   t h e  areas of t r a n s p o r t a t i o n   a n d   d i s t r i b u t i o n   w o u l d  go 
d l o n g  V ~ V  t o w a r d   i m p r o v i n g   s u p p l y   c o n d i t i o n s .   M e a n w h i l e ,   t h e   e n v i s a g e d  
~ n c r e a s e d  e m p h a s i s  on d e v e l o p m e n t   o f  t h e  m a n u f a c t u r i n g   s e c t o r  w i l l  f a c i l i t a t e  
f h c >  c r e a t - l o n  of m o r e   e m p l o y m e n t   o p p o r t u n l t i e s .   I n   t h i s  connection, t h e  re- 
o r l e n t a t  zon  of t h e   e d u c a t i o n a l   s y s t e m   t o w a r d  more v o c a t i o n a l   t r a l n i n g   s h o u l d  
h e l p  alleviate t h e   s h o r t a g e  of s k i l l e d   m a n p o w e r .  

T'lt. I n t e n t i o n  t o  complemen t  t h e  s u p p l y   p o l i c i e s   w ~ t h   s u p p o r t i v e   p r i c l n g  
a n d  1 n r  ome p o l i c i e s  i s  a p p r o p r i a t e .  The s t a f f   n o t e s   t h a t   p r u d e n t   w a g e   p o l l -  
< l e 5  will b e  f o l l o w e d  in t h e  immedlate fu ture  and welccnes t h e   G o v e r n m e n t ' s  
d c c l c l o n  t o  e n s u r e   t h a t   p r o d u c e r   p r i c e s  are s u f f i c i e n t l y   r e m u n e r a t i v e -  
G l v e ~ l  s u c h  a p o l i c y   s t a n c e  i n  t h e  face of r a p i d l y   d e c l i n i n g  e x p o r t  p r l c e s ,  
l l o t a b l y  f o r  c o f f e e ,   e x c h a n g e  r a t e  p o l i c y  i s  o f   c r u c i a l   i m p o r t a n c e .  More- 
o v v r ,  r-xchdnge r a t e  p o l i c y   s h o u l d  also t a k e  into a c c o u n t  the d e v e l o p m e n t  of 
a v l a b l t !  m a n u f a c t u r i n g  s e c t o r .  A l t h o u g h   t h e   e x t e r n a l   r e s e r v e   p o s i t i o n  i s  
reldrlvely s t r o n g  and d o m e s t i c   p r l c e   p e r f o r m a n c e   h a s   i m p r o v e d   r e c e n t l y ,  ~t 
dl 11 bc> Impor t an t  t o   k e e p   e x c h a n g e  r a r e  p o l l c y  u n d e r   c l o s e   r e v i e w   a n d   t o  
t d k e  d p p r o p r l a t e  and t - m e l y  a d J u s t m e n t -  measures w h e n   n e c e s s a r y .  

Kwar,cia c o n t i n u e s  t o  m a i n t a i n  a l i b e r a l  f o r e i g n   t r a d e   a n d   p a y m e n t s  s y s -  
+ern. T h e  s t a f f  n o t e s  the r e c e n t   f u r t h e r   l l b e r a l l z a t l o n   a n d   e n c o u r a g e s  t h e  
a u t h o r l t l e s  t o  r emove  t h e  r e m a l n l n g   r e s t r i c r l o n   o n   t r a n s f e r s  of e a r n e d  
l n c ~ r n e b  of f o r e l g n e r s .  
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V. Proposed Decision 

The following d r a f t   d e c i s i o n  i s  p r o p o s e d  for a d o p t i o n  by t h e   E x e c u t i v e  
Board : 

1. The Fuud t a k e s  t h i s  d e c i s i o n  r e l a t i n g  t o   R w a n d a ' s   e x c h a n g e  rnelrsures 

sub jec t  t o  Art ic le  VIII, S e c t i o n  2 ( a )  and i n  c o n c l u d i n g   t h e  1981 Azt lc le  X I V  

c o n s u l t a t i o n  with Rwanda, i n  the l i g h t  of the 1981 A r t i c l e  IV c o n s u l t a t i o n  

with Rwanda   conducted   under  Decision No. 5392-(77/63), a d o p t e d   A p r i l  29,  

1 9 7 7  ( S u r v e l l l a n c e  over  Exchar&e Rate P o l i c i e s ) .  

2 .  The Fund n o t e s   t h a t  Rwanda  c o n t i n u e s   t o   m a i n t a i n  a l i b e r a l  s y s r e m  

of payments  and t r a n s f e x s  f o r  c u r r e n t   i n t e r n a t i o n a l   t r a n s a c t l o n s .  The  Fund 

e n c o u r a g e s  the authorities t o  remove  t h e  r e m a i n i n g   r e s t r i c t i o n  d e s c r i b e d  1n 

SM/81/ 162 
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Date of m e m b e r s h i p  

S t a t u s  

Q u o t a  

Fund R e l a t i o n s   w i t h  Rwanda 

S e p t e m b e r  30, 1 9 6 3  

L o c a l   c u r r e n c y / S D R   e q u i v a l e n t  
( J u n e  3 0 ,  1 9 8 1 )  

Use of Fund r e s o u r c e s  

F u n d   h o l d i n g s  of Rwanda f r a n c s  
( J u n e  3 0 ,  1981) 

S D R  pos i t  ion 
N e t  c u m u l a t i v e   a l l o c a t i o n  
I l o l d f n g s  ( J u n e  30, 1 9 8 1 )  

T r u s t  Fund 

Dlrect d i s t r i b u t i o n  of p r o f i t s  
from g o l d  sales ( f i r s t  and 
second p e r i o d s )  

Gold d i s t r i b u t l o n  

Exchange s y s t e m  

Art i c l e  XIV 

SDR 34.5 m i l l i o n  

RF 106 .82  = SDR 1 

Rwanda  had a o n e - y e a r   s t a n d - b y  
a r r a n g e m e n t   i n   t h e  f i r s t  
c r e d i t   t r a n c h e  for a n  
a m o u n t   e q u i v a l e n t  t o  SDR 5 
m i l l i o n  that  ended on 
O c t o b e r  30, 1980. No 
p u r c h a s e s  were made un- 
d e r  t h i s   a r r a n g e m e n t .  

SDR 2 7 . 2 4  m i l l i o n ,   e q u i v a -  
l e n t   t o  78.95 p e r   c e n t  of 
quota 

SDR 1 3 . 7 0   m i l l i o n  
SDR 9.8 m i l l i o n ,   o r   7 1 . 8  

p e r   c e n t  of t h e   n e t  cumu- 
l a t  i v e  a l l o c a t i o n  

Rwanda q u a l i f i e d  f o r  a l o a n  
i n   t h e   s e c o n d  p e r l o d  
amounting to SDR 1 0 . 7  
m i l  l i o n  

U S S 3 . 0 2  m i l l i o n  

16,261 troy ounces of f i n e  
go I d  

The Rwanda f r a n c  is pegged 
t o  t h e  U . S .  d o l l a r ,   a n d  a 
m i d d l e  r s t e  f o r  t he  U.S. 
d o l l a r  of RF 9 2 . 8 4  = US$1  
h a s   b e e n   m a i n t a i n e d   s i n c e  
J a n u a r y  7, 1 9  74.  
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Fund R e l a t i o n s   w i t h  Rwanda (concluded} 

T e c h n i c a l   a s s i s t a n c e  The Central   Banking 
Department i s  c u r r e n t l y  
p r o v i d i n g   t h r e e   e x p e r t s  
t o   t h e   N a t i o n a l  Bank of 
Rwanda. The F i s c a l   A f f a i r s  
Department i s  c u r r e n t l y  
providlng  an expert on 
cus toms   admin i s t r a t ion  t o  
the   Minis t ry   o f   F inance .  
I n  1980 the  Bureau of 
S t a t i s t i c s  a l s o  provided 
shor t - t e rm  t echn ica l  
a s s i s t a n c e   t o  Rwanda. 

The 1980 A r t i c l e  IV c o n s u l t a t i o n   d l s c u s s i o n s   w i t h  Rwanda were he ld  in 
Kiga l i   du r ing   t he   pe r lod  May 13-27, 1980. The  s t a f f   r e p o r t  (SM/80/176) was 
d iscussed  by the  Executive  Board on  August 6 ,  1980. 

World Bank Group Re la t ions  w i t h  Rwanda 

Rwanda i s  e l i g i b l e  f o r  I D A  c r ed i t s ,  which  have  accounted f o r   a l l  l o a n s  
from t h e  World Bank Group. These  loans  are  mostly f o r  t h e   f i n a n c i n g   o f  
p r o J e c t s   i n   i n f r a s t r u c t u r e ,   a g r i c u l t u r e ,   l i v e s t o c k ,   f o r e s t r y ,   a n d   e d u c a -  
t ion .   Dur ing   the  f i s c h l  y e a r s  1976-81 t h e  World Bank Group  approved 10 
l o a n s  t o  Rwanda t o t a l l n g  US$102 m l l l l o n ,  of which 53 per   cen t  was d i s -  
bursed. An IBRD res lden t   rn l s s lon   has   been   ma ln ta lned   i n   K lga l l   s ince  1979.  
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RWANDA - Basfc  Data 

A 1 C‘1 2 6 , 3 3 8  square k i l o m e t e r s  
Popllldt ion  

7 o t a l  ( 1 9 8 0  es t imate)  5.2 m i l  l i o n  
I I o w t h  r a t e  (1976-80)  3 . 0  p e r  cen t  
I )ClIS  I ry 180 p e r s o n s  per square k i l o m e t e r  

G I J P  I)er c a p l t a   ( 1 9 7 9  estlrnate) SDR 154 

( I n   b i l l i o n s  of Rwanda f r a n c s )  

tdUi) at c u r r e n t  market pr-l-ces 71.6 81.0 97 .8  l l C . 4  125 .2  
o i  wh1ch 

a g r l c a l t u r e ,   l i v e s t o c k  
f o r e s t r y ,  and f i s h i n g  ( 3 3 . 2 )  ( 3 4 . 3 )  ( 4 6 . 2 )  ( 5 0 . 7 )  ( 5 7 . 5 )  

1 n d u s t  r y  a n d  c o n s t r u c t  i o n  ( 1 5 . 2 )  ( 1 6 . 1 )  ( 1 6 . 7 )  ( 2 1 . 7 )  ( 2 4 . 5 )  
government  services ( 6 . 4 )  ( 6 . 1 )  ( 7 . 2 )  ( 8 . 2 )  (10 .0 )  

1 .1  ~ 1 %  s d omesr IC expendl t  ure 
a ?  curren t  p r i c e s  

l’r 1 v a t e  c o n s u m p t i o n  
Pub 11 c consumpt   i on  
G r o v .  c a p i t a l  formarlor 

72.L 8 6 . 2   9 9 . 1  1 1 2 . 7  128 .9  

( 5 1 . 2 )  ( 6 2 . 6 )  ( 7 0 . 6 )  ( 8 0 . 6 )  ( 8 9 . 7 )  
(12.1) (12.3) ( 1 5 . 8 )  ( 1 6 . 6 )  (20.1) 

( 9 . 1 )  ( 1 1 . 3 )  ( 1 2 . 7 )  (15.5) (19.1) 

t t c - 5 0 ~ 1  ce gdp a t  c u r r e n t   p r l c e s  1/ - -3.6 -13.1 -6.7 -11.4 -14.3 

( P e r   i o d   a v e r a g e  ) 

c ~1115 umer  p r i c e  I n d e x  (19   76  = 100) 116.7  1 3 1 . 3  1 5 2 . 1  1 6 3 . 0  1 7 d . l  2 /  
1 x p o r t  price i n d i c e s  ( 1 9 7 5  = 100) 2 8 0 . 1  224.3  295.9 2 6 4 . 2  220 .3  
I m p o r t  p r i c e  l I 1 d i c e s  (19  7 5  = 100) 111 .5  1 2 4 . 4  1 4 3 . 5  167 .5  183.2 

- 

( I n  b l l l l o n s  of Rwanda f r a n c s )  

budgetary r e v e n u e  8.4 8.8 1 2 . 2   1 3 . 2   1 3 . 6  
01 which:  f r o m  coffee exports ( 3 . 0 )  ( 1 . 5 )  ( 3 . 9 )  ( 2 . 0 )  (1.0) 

h d g e t  a ry  e x p e n d i t u r e   7 . 3  8.0 10 .2   12 .6   16 .3  
C u r r e n r  6.2 7 . 0  8 . 7  10 .5  1 3 . 1  
Development - 1.1 1.0 1 . 5  2 . 1  3 . 0  

” 

1/ E x p o r t s  o f  goods and nonfactor servlces m l n u s   I m p o r t s  of g o o d s  and non- 

- 2 /  March 1981. 
t a c t o r  s e r v i c e s .  
- 4 
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RWANDA - Basic Data (cont inued)  

APPENDIX I1 

( I n   b i l l i o n s  c f  Rwanda f r a n c s )  

TreaGury special  accounts  
( n e t )  

T reasu ry   su rp lus   o r  d e f i c i t  (-1 

Domesric f inanc ing  

Externa l   f inanc ing  
Of which:  banking  system 

Yoney and c r e d i t  
(end of per iod)  

Foreign a s w t s   ( n e t )  
Domest IC c red l  t 

Clalms on Government ( n e t )  
Clalms en p r i v a t e   s e c t o r  

O f  which:   coffee-related 
c r e d i t  

Money 
Qua si-money 
Other items ( n e t )  

Balance of paymenrs 

E x p o r t s ,  f . 0 . b .  
O f  w h i c h '  co f f ee  

Imports ,  f .0 .b .  
Trade  balance 

Serv ices  ( n e t )  
Unrequited t r a n s f e r s   ( n e t )  

Current  account  balance 
C a p i t a l   ( n e t )  - 1/ 

"- 

Overa l l  s u r p l u s  o r  d e f i c i t  (-) 

Gross o f f  I c i a l   f o r e i g n   r e s e r v e s  
(end of  period) 

SDR hold lngs  
LMF r e s e r v e   p o s i t i o n  
Forelgn  exchange 

Tot a1 

-0.2 

0.9 

-0.9 
(-1.0) 
" 

6.6 
4.8 
0.4 
4 . 4  

( 1 . 3 )  
8.1 
2 . 1  
1 . 2  

108.3 
(61.2) 
-87.6 

20.7 
-57.9 

55.5 
18.3 

1 . 4  

19.7 

2.4 
2.1 

63.9 

68.4 

-0.8 -0.9 0 ,  a 

" 1.1 1.4 

0.1 -1.1 -1.1 
(0.5)  (-0.3) ( - 2 . 2 )  
-0.1 -0.3 " 

7 . 0  13.5 1 4 . 7  
5.2 3.1 3.5 

-1.5 -3 .O 
5.2 4.6 6.5 
" 

( 2 . 2 )  (1 .3)  (2 .2)  
9.0 1 1 . 2  12.0 
2.2 '2.9 3.2 
1.0 2.5 3.0 

( I n  m l l l l o n s  of  SDRs) 

89.2 157.0 
(39.0) (106.9) 

-115.8 -123.4 
-26.6 33.6 
-84.4 -98.6 

74.6 101.3 
-36.4 36.3 

36.1 1 7 . 7  

102.6 
(48.1) 

-157.0 
-54.4 

86.8 
-51.4 

61.8 

-83. a 

0.6 

-2 .1  

2.9 
(2.3) 
-0.8 

13.6 
6.2 

-1 e 8  
8.0 

( *  0.1 
1 
) 11.7 

2 . 1  

98.6 
(51.1) 

-166.2 
-67.6 

-102.8 
112 7 
-57.7 

49.5 

-0.3 54.0  10.4 -8.2 

2 .4  4.6  7.7 
2.3 5.5 8.4 

. .* ... 
61.7  105.3 130.2 * * *  

I/ Lncludlng allo=tIon of SDRs, and errers  and  omlss1ons. 
" 

- 
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RWANDA - Basic Data ( c o n c l u d e d )  

1977 1978 1979 1980 1981 - - ” 
Proj. 

Exchange r a t e  of the Rwanda franc 
per SDR ( e n d  of per iod)  112.77 120.95 122.30 118.41  114.06 1/ - 

Trade-weighted effective exchange 
r a t e  in terms of t h e  U.S .  
d o l l a r  (average 1974 a 100) 82.4 87.1  85.2  88.1 81.4 

4 

- 1/ March 1981. 


