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Executive summary

1.

Cooperation between IFAD and the Government of Rwanda began in 1981. Up to
2010, a total of 13 projects had been implemented at a total cost of

US$284 million,! of which IFAD loans accounted for US$150 million (53 per cent).
Rwanda is the eighth largest recipient of IFAD funding in the East and Southern
Africa region. The present country programme evaluation (CPE) for Rwanda is the
second conducted by the Independent Office of Evaluation of IFAD (IOE); the first
was undertaken in 2005. A number of operations that were at the early stages of
implementation at that time have been reassessed by the second CPE, which
focuses on the period 2000-2010 and closely reviews two country strategic
opportunities programmes (COSOPs), five projects and nine grants (of which four
were regional grants and five country-specific). Over the period under review,
cooperation moved from dealing with the rehabilitation of rural structures destroyed
in the 1994 genocide to economic development.

The evaluation found that during the period under review the partnership between
IFAD and the Government of Rwanda made a significant contribution to reducing
rural poverty, and that the performance of the portfolio has improved since the CPE
of 2005. On IFAD’s part, contributing factors include a more participatory approach
and transition to direct supervision, while on the part of the Government, the
introduction of clearly defined strategies and programmes and a strong
accountability framework have been important. Rwanda’s governance culture is
highly results-oriented, which ensures the implementation of policies and
strategies.

The majority of rural poor people obtain their livelihoods from small, fragmented
plots in fragile watersheds subject to erosion and loss of soil fertility. A major part
of IFAD’s operations has focused on protecting the watersheds and increasing the
productivity of natural resources. The technical approach, which involves soil
conservation measures and the integration of crop, livestock and forestry
production, is having a remarkably positive impact on natural resources, household
incomes and consumption, and food security. A second area of support has been
traditional export crops (coffee and tea) and the introduction of non-traditional cash
crops (e.g. sericulture), where emerging results and impact are boosting Rwanda’s
negligible agricultural export earnings and creating on- and off-farm employment.

A third thrust of IFAD’s cooperation has been to create non-farm employment to
absorb the increasing number of young people with no viable future in the over-
populated watersheds. While satisfactory results have been achieved, often
benefiting the very poor and many young women, IFAD’s role in this area is more
marginal and there are questions regarding the sustainability and viability of micro
and small enterprises.

The relevance of the portfolio is rated satisfactory. The three thematic thrusts are
highly relevant to the national context and sectoral strategies and to IFAD’s
COSOPs. Overall, they are technically sound and adopt approaches conducive to
achieving their main objectives. Nevertheless, the CPE identified a number of
design issues. In particular, the support to rural finance, an element of the early
part of the period under review, was not designed on the basis of best practices and
the IFAD Rural Finance Policy. Support for watersheds has not been adequately
anchored in local government structures, whose implementation responsibility and
capacity are being enhanced in the decentralization process. Finally, the design of
support to export crop value chains was broadly valid but did not take sufficient
account of the food security risks faced by households with very small landholdings.

1 EB 2009/98/R.2, p.54.
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The effectiveness of the programme is also rated satisfactory. Overall, the
programme has made satisfactory progress in meeting the projects’ immediate
objectives, and in some cases exceeding them. This is particularly the case for
support to watershed development and, in part, support to export crops and rural
enterprise development. Capacity-building of cooperatives and local governments
has been less effective to date, while rural finance support made no contribution to
developing a sustainable rural finance system.

Efficiency is assessed as satisfactory overall. Improvements over the period under
review reflect both the increasing capacity of Rwandan partners and IFAD’s
transition to direct supervision and implementation support and its establishment of
a country office. Target achievement, time overruns and the share of project
management costs in total project costs are generally in the satisfactory zone. The
projects are implemented by project implementation units, which co-opt central and
local government institutions for service delivery and also outsource service
provision to providers and contractors from the private sector and civil society.
Projects with good systems for managing outsourcing have shown better
performance. Monitoring and evaluation systems are generally superior to those of
other projects in the region, and include systems for assessing impact. The Ministry
of Finance and Economic Planning actively monitors externally financed projects.

Impact is rated satisfactory overall. At the household level, it has been strong in
generating income and access to productive assets and in improving food security.
In the case of cash crop development, however, protection measures are missing
for very small landholders until coffee trees and tea bushes come into production.
Findings on impact on human and social assets are mixed and weak cooperatives
and fragile micro and small enterprises pose particular challenges. While
acknowledging environmental benefits, this evaluation identifies a set of
environmental risks not yet fully analysed and documented.

Sustainability is assessed as moderately satisfactory. While many of the activities
in the watersheds are likely to be continued, either by the beneficiaries alone or by
the beneficiaries with government assistance, there are serious questions as to the
sustainability of rural finance and cooperatives. The evaluation expresses concern
that the Government’s policy to formalize the economy, pushing informal entities to
register as cooperatives or companies, will be implemented too rapidly, without
allowing for a proper transition. Some of the newly formed cooperatives do not as
yet have the capacity to manage high levels of debt and complex operations (e.g.
coffee cooperatives).

The programme’s contribution to innovation and scaling up is also rated
moderately satisfactory. The most important innovations are in the area of
improved agricultural practices for yield increases and soil management, which
have been the subject of a major testing effort and gradual scaling up. Outside this
area, innovation and the potential for scaling up have been more limited.
Apprenticeship programmes in micro and small enterprise development have been
innovative, while progress has been more modest in product design and technology
upgrading, particularly in relation to the processing of agricultural produce.

Progress on gender equality is assessed as satisfactory. The evaluation finds
evidence of an overall high participation of women in the activities supported and in
the management of cooperatives and associations, which has contributed to raising
their status and economic independence. With regard to the 2003 IFAD gender
action plan, two of the objectives (expanding women’s access to productive assets
and strengthening women’s organizations and their decision-making role) have
been achieved to a satisfactory extent; the third objective (to improve women'’s
well-being and ease their workloads by facilitating access to basic services and
infrastructure) has been achieved to some extent. This presents a number of
analogies with the findings of the recent corporate-level evaluation on performance
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with regard to gender equality, although development results seem more favourable
in the case of Rwanda.

The performance of non-lending activities is assessed as moderately satisfactory
overall, with policy dialogue rated moderately unsatisfactory and knowledge
management and partnership-building both rated moderately satisfactory. IFAD has
provided substantial funds and technical assistance to the Government to develop
its policies and strategies (e.g. the Strategic Plan for Agricultural Transformation)
but there has been limited institutional-level dialogue between IFAD and the
Government on policy directions and strategic objectives. The notion of policy
dialogue applied by IFAD in Rwanda often refers to adjusting project components
during implementation, or providing technical assistance funds for hiring
consultants to prepare draft strategic documents. These are good points of
departure but do not guarantee that IFAD’s experience and mandate are reflected
in national policies, programmes and approaches adopted by the public sector. It
should be recognized, however, that in the past the Government has seldom invited
IFAD to join in such dialogue.

Partnership development is assessed as moderately satisfactory. Financial
partnerships with the Government and other development partners are well
established, but there is a need for more active and higher profile participation by
IFAD in sector working groups. Partnerships with the private sector and NGOs have
taken the form of contracting out service provision in projects. A new private-public
partnership is being experimented with in the tea sector, although it is too early to
assess the results. Regarding knowledge management, the situation is positive
within and among the projects but IFAD has invested few resources in learning from
and capturing the experiences of other projects and development partners.

Over the period under review, IFAD prepared two strategies (COSOPs) to guide its
cooperation with the Government of Rwanda. The second of these was a results-
based COSOP and was prepared (based on new guidelines) in 2007 in participation
with national stakeholders. The overall performance of that COSOP is assessed as
satisfactory. The strategies were very well aligned with government and IFAD
policies and were relevant to the national context. Moreover, IFAD’s interventions
fitted well into the Government’s sectoral programmes. The CPE notes problems of
partial inconsistency between IFAD and national programmes in the definition of
target groups, in particular the various vulnerable groups, and in support for the
participation of different groups in socio-economic development. And while it is the
Government’s prerogative to define the country’s strategic objectives, in some
areas, IFAD’s international experience could contribute to defining strategies and
approaches for achieving objectives.

The objectives of the 2007 COSOP were mainly pitched at the project and
community level, which was justifiable given the situation of the IFAD portfolio and
the national regulatory and policy environment of the time. However, this may not
be sufficient in the years to come, given the evolving institutional context and
expectations of the Government and development partners as to IFAD’s future role.
COSOP effectiveness has thus been assessed as moderately satisfactory. Progress
has been remarkable in terms of improving household and community incomes,
assets and food security, but more limited at the broader policy and institutional
level (rural finance and cooperative development).

Based on the ratings of portfolio performance, non-lending activities and COSOP
performance, the overall Government/IFAD partnership has been rated satisfactory.
Over the period covered by this CPE, the performance of the partnership notably
improved and compared with the CPE of 2005, the overall achievements are
greater, thanks to positive developments on both sides. The Government’s human
resources capacity has improved considerably and responsibility for rural
development has been gradually transferred to local governments. This, combined
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with a strong accountability framework, is producing good results also in terms of
rural poverty reduction. IFAD has become a more active and responsive partner,
establishing a country office and taking responsibility for project supervision and
implementation support. In the second part of the period under review, IFAD
adopted more participatory processes for developing the COSOP and the project
portfolio.

The IFAD/Government partnership focused on the project portfolio where the most
significant results have been achieved. IFAD mainly focused on individual project
design and implementation, and allocated limited financial resources and time for
non-lending activities. In the case of policy dialogue, the Government did not
initially make sufficient use of IFAD’s international experience, which would have
been helpful deciding how certain strategic objectives might be best achieved (e.g.
elaboration of the national coffee strategy and policy for micro and small
enterprises).

Summary of the CPE overall assessment

Assessment Rating®
Portfolio performance 5
Non-lending activities 4
COSOP performance 5
Overall IFAD/Government partnership 5

Rating scale - 1: highly unsatisfactory, 2: unsatisfactory,
3: moderately unsatisfactory, 4: moderately satisfactory,
5: satisfactory, and 6: highly satisfactory

Conclusions

Poverty persists in Rwanda despite strong growth both in the general economy and
in agriculture. The country has a high population density and small average
landholdings. This, combined with the rapid population growth, makes it imperative
to increase the country’s agricultural productivity, protect the natural resource base
and identify alternative sources of employment and income for the rural population.
The present CPE finds that IFAD has been effective in supporting the Government’s
strategy to address these issues.

The performance of the portfolio has improved significantly since the CPE of 2005,
especially with regard to effectiveness and efficiency, impact on household incomes
and food security. A key factor contributing to such improvement has been the
stronger policy and institutional environment that the country has built up over the
past decade, which has started to show results in recent years. At the same time,
IFAD has improved the alignment of its interventions with national strategies and
has introduced direct supervision and implementation support together with a
country presence.

IFAD’s cooperation with Rwanda has been essentially project-based and its value
addition is evident mainly in terms of well-designed and performing projects and in
generating field-level effects. Insufficient complementary efforts and resources
were devoted to non-lending activities. Key issues encountered in the programme
(rural finance, cooperative development, support to local governments) are of a
systemic nature and cannot be adequately addressed by the project components
alone. Furthermore, the replication and scaling up of innovations or successful
experience call for more involvement in policy dialogue, partnerships and
knowledge management. As the Government moves increasingly towards the
harmonization of international cooperation, IFAD will need to adopt a more
coordinated approach to cooperation with adequate emphasis on higher-level
institutional issues.
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Recommendations

The CPE offers the following broad recommendations for IFAD and the Government
to consider in the development of its future partnership, including the new COSOP,
and future projects and programmes. While recognizing that portfolio development
and management will absorb the larger part of IFAD’s resources, the
recommendations deliberately start from “higher-plane” objectives as these have so
far commanded limited resources. The recommendations are presented in three
interrelated clusters: (i) non-lending activities and aid harmonization; (ii) country
programme management; and (iii) portfolio development.

(1)

Place greater emphasis on institutional support and non-lending
activities to promote the scaling up of innovations and harmonized
approaches to rural finance and cooperative development.

These recommendations include two sub-areas: (i) providing institutional
support to local government for the scaling up of agricultural innovations and
to pave the way for the preparation of a sector-wide approach (SWAp); and
(ii) programme-based support to participate in harmonized frameworks in
rural finance and cooperative development. This calls for a gradual shift in
focus from projects towards the integration of lessons learned both from
within and outside the IFAD portfolio. It also calls for further dialogue and
harmonization with development partners and for sharing knowledge and
experiences in the policy arena.

(a) Provide institutional support to local governments in the scaling up of
agricultural innovations and in paving the way for the forthcoming
agricultural SWAp. Individual projects such as the Support Project for
the Strategic Plan for the Transformation of Agriculture (PAPSTA) and
the Kirehe Community-based Watershed Management Project (KWAMP)
have helped promote emerging agricultural innovations. The long-term
challenge to scale up such innovations is of an institutional nature. The
challenge is to define an institutional approach that fits into the
decentralization process and local government structure. As
decentralization proceeds into its third phase (2011-2015) and district
and sector government administrations further develop their capacity, it
may be possible to transfer full responsibility for implementation to local
governments.

Such transfer would need to be facilitated. IFAD, in collaboration with
the central and local governments and other developing partners, should
support the development and adoption of approaches and guidance tools
that help local governments plan, implement and monitor the various
technical interventions. These approaches and tools may create the
basis for central government grants to local governments for watershed
development, which could be an important pillar of the agricultural
SWAp. IFAD will explore opportunities for integrating its interventions
into the forthcoming SWAp in order to ensure its participation in major
strategic and policy dialogue initiatives in the agriculture and rural
development sector. IFAD's participation in the SWAp may also include
the development of implementation tools and methodologies that ensure
ownership by local governments in scaling-up innovations.

(b) Support harmonized thematic programmes in rural microfinance and
cooperative development. Both within and outside the IFAD-financed
portfolio, support is provided for the development of rural microfinance
and cooperatives but approaches and methodologies often differ. The
present CPE finds that such support is of an ad hoc character and that
systemic issues are not addressed in a coherent and harmonized
manner. Through a modest financial contribution to harmonized
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thematic programmes, IFAD could establish its presence in high-level
policy dialogue and share its experiences.

In rural finance, IFAD should explore the option of supporting Access to
Finance Rwanda (AFR). IFAD should stay involved in rural finance in
Rwanda. Despite problematic experiences in Rwanda, the Fund has
relevant lessons to contribute through its regional and global portfolio.
The AFR was established by the Government and several development
partners led by the United Kingdom's Department for International
Development (DFID) to address systemic issues with a view to
increasing access to finance, particularly for the large numbers of people
who have no, or only limited, access to financial services. Recently, DFID
has supported the Government in developing a rural and agricultural
finance strategy and AFR has presented a sustainability strategy for
savings and credit cooperatives. Even a modest financial participation
from IFAD would be important because it would allow IFAD to contribute
to the agenda and work, based on its own experience in implementing
the portfolio and, at the same time, benefit from exchanges of
information. Being outside these harmonized frameworks would severely
limit IFAD’s ability to engage in policy dialogue and knowledge
management. Obviously, IFAD’s contribution to AFR should be based on
an assessment of whether this facility provides an effective contribution
to rural poverty reduction objectives.

Regarding development of cooperatives, IFAD should contribute to
efforts to create a harmonized support framework. The Rwanda
Cooperative Agency reports that it is planning to harmonize the current
highly fragmented support for cooperative development; it would be
appropriate for IFAD to support this endeavour. If the initiative leads to
a harmonized framework with financial support from the Government
and several development partners, IFAD should explore the possibility of
making a financial contribution so as to become an active participant, as
per the rationale described above.

Move towards more strategic programme management and reliance
on national systems, in line with the Paris Declaration on Aid
Effectiveness.

Increased engagement in non-lending activities will call for a review of current
transaction costs in individual project follow-up. In line with the Paris
Declaration, IFAD/Government project cooperation should rely more on the
Government’s accountability and implementation systems, recognized as
among the best and most efficient in sub-Saharan Africa. IFAD should move
away from micromanagement, leaving this to government systems, while
adopting a more strategic management approach.

In this new role, IFAD would use more of its country programme management
resources for addressing strategic issues both within and beyond projects.
This should also include more strategic use of technical assistance grants, not
only for project design but also for developing the capacity of national
institutions to enable them to take over activities once the projects end. This
would be a gradual process that adapts to capacity improvements in
government systems, where IFAD and the Government would continuously
reassess what should and can be done by government institutions, and what
are the most conducive cooperation procedures for ensuring accountability
and local ownership. The introduction of portfolio-wide annual joint reviews
between the Government and IFAD has been a commendable step towards
strategic portfolio management. Additional measures are indicated below.
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Replace project coordination units (PCUs) with facilitation support. In
the current portfolio, there is a tendency to perceive projects as
independent institutions and the PCUs as their managers, while in reality
“a project” is no more than a temporary initiative for partner
institutions. Recent government policy encourages ministries to reduce
the number of PCUs by establishing a single project implementation unit
for all donor-assisted projects. Though the efficiency of this new set-up
has yet to be demonstrated, eventually IFAD may have to comply and
change its implementation procedures. Under the new set-up, it is
recommended that IFAD’s projects include the provision of technical
assistance/facilitation support. Rather than act as decision-making
managers, PCUs should play a role of adviser and facilitator to the
implementing management units — whether at the central ministry level
or within district administrations.

Articulate more clearly the division of labour between IFAD
headquarters, the IFAD regional office in Nairobi and the country office.
This implies giving a more substantive role to the latter in partnership-
building, policy dialogue and knowledge management. In this context,
consideration should also be given to defining the technical backstopping
functions of the Nairobi office, which, for example, could include quality
assurance of baseline and impact surveys.

Undertake joint supervision missions with the Government and
development partners. The transaction costs of IFAD, of the concerned
ministries and of development partners can be reduced by undertaking
more joint supervision and implementation support missions. When
feasible, consideration should be given to fielding a single mission
covering several projects executed by the same ministry.

Develop strengthened subsectoral support activities around three
main axes: (a) protection of the natural resource base in the
watersheds and development of pro-poor agricultural value chains
based on private-public partnerships in the production of (b) food
crops and (c) cash and export crops.

(@)

(b)

Sustainable natural resources development in the watersheds and
carbon financing. IFAD’s future programme should continue its
watershed development initiatives, including the promotion and scaling
up of agricultural innovations and soil and watershed protection. It
should better assess and document environmental risks as well as
opportunities. Both the 2007 COSOP and past project design documents
lacked a detailed assessment of environmental risks and trade-offs, and
thus included no mitigation plans. The next COSOP should include a
strategic analysis of environmental and natural resource management
issues, in line with the requirements of the IFAD Environment and
Natural Resource Management Policy, and explore opportunities for
qualifying for carbon financing. Future project designs should include
environmental and social impact assessments.

Support for the development of value chains for food crops and livestock
products through private-public partnerships. While many farm
households have increased their production of food crops and livestock
products beyond subsistence level over the last three years, the systems
needed to handle these surpluses (e.g. warehouses, and processing and
marketing facilities) are not available. Major investments (in terms of
both capital and human resources) are required to manage the rapidly
increasing surpluses. Given the small size of Rwanda’s farms, the
country’s long-term competitive advantage is unlikely to be in low-value
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staple food crops that can be produced at lower cost in countries with an
abundance of land.

For this reason, IFAD should consider moving towards higher-value
commodities produced in intensive systems with a high labour input,
and with potential for creating significant non-farm employment in
processing and marketing enterprises. Based on current intensive zero-
grazing systems, dairy would be an obvious candidate - but other
possibilities include high-value horticultural products.

Support pro-poor development of export and cash crops and products
through private-public partnerships. Apart from their contribution to
foreign exchange, some crops have potential for generating significant
on- and off-farm employment. For tea and coffee, there are still a
number of unexploited value addition activities. Albeit currently in a
difficult start-up phase, sericulture could well create many on- and off-
farm jobs in activities that are highly labour-intensive and generate
products with a high value-to-weight ratio. According to international
sericulture experts, Rwanda’s climatic and natural resource conditions
are well suited to sericulture.

Special mitigating measures (e.g. based on support to subsistence crops
or food-for-work schemes) need to be considered for very poor
households. This is because value chain development for export and
cash crops often fails to involve marginal landholders, and expansion of
export/cash crop areas may be at the cost of food crops and food
security.

In pursuing public-private partnerships, support will be needed to
promote transparent agreements and competition in order to address
situations whereby a large private investor, owing to limited competition,
might exploit producers. Consideration will nheed to be given to the
complexity and scale of operations. For certain levels of scale and
complexity, private companies may be in a better position than the
newly established cooperatives. Thus, an approach for private-sector
development, including development of public-private partnerships,
should be developed to guide such support.
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Agreement at completion point

A.

1.

Background and introduction

The Independent Office of Evaluation of IFAD (IOE) conducted a country
programme evaluation (CPE) in Rwanda in 2010/2011. The CPE had two basic
objectives: (i) to evaluate the performance and impact of IFAD’s operations in the
country; and (ii) to generate lessons and recommendations to inform the next
country strategic opportunities programme (COSOP) for Rwanda.

The agreement at completion point (ACP) reflects the agreement between the
Government of Rwanda (represented by the Ministry of Agriculture and Animal
Resources, MINAGRI) and IFAD Management (represented by the Associate Vice
President, Programmes) on the main evaluation findings (see section B below), as
well as the commitment to adopt and implement within specific timeframes the
recommendations included in part C of this document. The ACP contains inputs
gathered at the national roundtable discussion held on 29 September 2011 in
Kigali, Rwanda. It is noted that IOE does not sign the ACP, although it facilitated
the process leading up to its conclusion. The recommendations agreed upon will be
tracked through the President’s Report on the Implementation Status of Evaluation
Recommendations and Management Actions. In addition, this ACP will be submitted
to the Executive Board of IFAD as an annex, along with the new COSOP for
Rwanda.

Main evaluation findings

The CPE found that, during the period under review (2000-2010), the partnership
between the Government of Rwanda and IFAD had made a significant contribution
to reducing rural poverty, and that the performance of the portfolio has improved
since the CPE of 2005. On IFAD’s part, contributing factors include a more
participatory approach and transition to direct supervision, while, on the part of the
Government, they include the introduction of clearly-defined strategies and
programmes as well as a strong accountability framework. Rwanda’s governance
culture is highly results-oriented, thereby ensuring that policies and strategies are
implemented.

The relevance of the portfolio has been assessed as satisfactory. The main thematic
thrusts are highly relevant to the national context and sectoral strategies and to
IFAD’s COSOPs. Overall, they are technically sound and adopt approaches
conducive to achieving their main objectives. Nevertheless, the CPE identified
selected design issues. In particular, the support for rural finance, an element of
the early part of the period under review, was not designed based on best practices
and IFAD’s rural finance policies. The design of support for watersheds has not
adequately anchored its implementation in local government structures. Finally, the
design of support for export crop value chains was broadly valid but did not take
sufficient account of the food security risks faced by households with very small
landholdings.

Overall, the portfolio has been effective. It made satisfactory progress in meeting
the projects’ immediate objectives, and in some cases exceeding them, particularly
for watershed and rural enterprise development. Support to developing the
capacity of cooperatives and local governments has been less effective to date,
while that for rural finance made no contribution to developing a sustainable rural
finance system. The portfolio has been generally efficient: target achievement,
time overruns and the share of project management costs in total project costs are
generally in the satisfactory zone. Monitoring and evaluation systems are generally
superior to those of other projects in the region, and include systems for assessing
impact.
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10.

Impact has been strong in generating income and access to household assets and
in improving food security. In the case of cash crop development, however,
protection measures have been missing for very small landholders during the cash
tree growing. Prospects for sustainability have been found moderately satisfactory.
While many of the activities in the watersheds are likely to be sustained, either by
the beneficiaries alone or with government assistance, there are serious questions
as to the sustainability of rural finance and cooperatives. The evaluation expressed
concern that the Government’s policy to formalize the economy, pushing informal
entities to register as cooperatives or companies, will be implemented too rapidly,
without allowing for a proper transition. Some of the newly-formed cooperatives do
not as yet have the capacity to manage high levels of debt and complex operations
(e.g. coffee cooperatives).

The portfolio has been moderately innovative. The most important innovations are
in the area of improved agricultural practices for yield increases and soil
management, which have been the subject of a major testing effort and gradual
scaling up. Outside this area, innovativeness and the potential for scaling up have
been more limited. Progress has been more modest in upgrading the technology
for microenterprises, particularly in relation to the processing of agricultural
produce. Progress in gender equality and women’s empowerment has been
satisfactory, thanks to the participation of women in the activities supported and in
the management of cooperatives and associations, which has contributed to raising
their status and economic independence.

The performance of non-lending activities is assessed as moderately satisfactory
overall, with policy dialogue rated moderately unsatisfactory and knowledge-
management and partnership building both rated moderately satisfactory. IFAD has
provided technical assistance to the Government to develop its policies and
strategies (e.g. the Strategic Plan for the Transformation of Agriculture) but there
has been limited institutional-level dialogue between IFAD and the Government on
policy directions and strategic objectives. It should be recognized, however, that in
the past the Government has seldom invited IFAD to join in such dialogue.
Financial partnerships with the Government and other development partners are
well established, but there is need for a more active and profiled IFAD participation
in sector working groups. Partnerships with the private sector and NGOs have
taken the form of contracting out service provision in projects. A new experiment
of private-public partnership has recently emerged in the tea sector. Regarding
knowledge-management, the situation is positive within and among the projects
but IFAD has invested limited resources in capturing and learning from the
experiences of other development partners.

Over the period under review, IFAD prepared two strategies (COSOPs) for its
cooperation with the Government of Rwanda, in 2002 and 2007. The strategies
were very well aligned to Government and IFAD policies and relevant to the
national context. However, the CPE noted some inconsistency in the definition of
target groups, in particular the various vulnerable groups. Also, while COSOPs have
identified areas of policy dialogue and partnership, no action plans (and related
resource allocations) have been drawn up. Within policy dialogue in particular,
while there is room for improvement, this will require that the Government invites
IFAD to contribute its international experience. And while it is the Government'’s
prerogative to define the country’s strategic objectives, IFAD’s international
experiences could, in some areas, contribute to defining strategies and approaches
for achieving objectives. With respect to COSOP effectiveness, the CPE finds that
there has been progress in achieving the strategic objectives and that IFAD’s
country programme has contributed to this progress.

The partnership between IFAD and the Government of Rwanda has, overall, been
satisfactory and has addressed sub-sectors relevant to poverty reduction. Rwanda
has now a more solid institutional and policy environment compared to when the
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2007 COSOP was formulated. Adapting to this new context implies, inter alia,
pitching the objectives of the programme and the type of interventions at a higher
level. Attention will need to be reinforced on, and adequate resources allocated to,
non-lending activities (policy dialogue, partnership building and knowledge
management) to pursue development objectives that were only achieved in part or
not at all (e.g. institutional development of local government, rural finance), as
well as to harmonization and strategic programme management. The present CPE
argues that portfolio development activities will remain very important and
probably absorb the greater part of IFAD’s investments. However,
recommendations are deliberately presented starting from “higher plane”
objectives as these have so far commanded limited resources.

Agreement at completion point

Recommendation 1

C.1. Place greater emphasis on institutional support and non-lending
activities to promote the scaling up of innovations and harmonized
approaches to rural finance and cooperative development.

These recommendations include two sub-areas: (i) providing institutional support
to local government for the scaling up of agricultural innovations and pave the way
to SWAp preparation; and (ii) programme-based support to participate in
harmonized frameworks in rural finance and cooperative development. This calls for
a gradual shift from project focus towards more attention on the systematization of
lessons learned both from within and outside the IFAD portfolio. It also calls for
further dialogue and harmonization with development partners and for sharing
knowledge, experiences and values in the policy arena.

C.1.a. Provide institutional support to local governments in the scaling up
of agricultural innovations and in paving the way for the forthcoming
agricultural SWAp.

Individual projects such as the Support Project for the Strategic Plan for the
Transformation of Agriculture (PAPSTA) and the Kirehe Community-based
Watershed Management Project (KWAMP) have helped promote emerging
agricultural innovations. The long-term challenge to scale up such innovations is of
an institutional nature. The challenge is to define an institutional approach that fits
into the decentralization process and local government structure. As
decentralization proceeds into its third phase (2011-2015) and district and sector
administrations/governments further develop their capacity, it may be possible to
transfer full responsibility for implementation to local governments.

Such transfer would need to be facilitated. IFAD, in collaboration with the central
and local governments and other developing partners, should support the
development and systematization of approaches and guidance tools that help local
governments plan, implement and monitor the various technical interventions.
These approaches and tools may create the basis for central government grants to
local governments for watershed development, which could be one of the important
pillars of the agricultural SWAp. IFAD will explore opportunities for integrating its
interventions in the forthcoming SWAp in order to ensure its participation in major
strategic and policy dialogue initiatives in the agriculture and rural development
sector. IFAD's participation in the SWAp may also include the development

of implementation tools and methodologies that ensures ownership by local
governments in up-scaling innovations.

Proposed follow-up: IFAD will explore opportunities for integrating the
agricultural existing and new projects it supports in the forthcoming agricultural
SWAp by: (i) strengthening the role of district authorities in project planning and
implementation through growing partnerships between districts and the single
project implementation unit, and through improved watershed management
planning; and (ii) supporting MINAGRI in the development of at least 3 concept
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notes for modular key intervention areas such as Watershed Management Planning
(WMP), soil and water conservation, and community innovation centres (CCIs).

Deadlines for implementation:
(i) No deadline, as this is a continuing process; and
(i) End-December 2012.

Entities responsible for implementation:
(i) MINAGRI, supported by IFAD implementation support missions; and
(i) MINAGRI, supported by IFAD.

C.1.b. Support harmonized thematic programmes in rural/micro finance
and cooperative development.

Within as well as outside IFAD-financed portfolio, support is provided for the
development of rural/micro finance and cooperatives but approaches and
methodologies often differ. The present CPE finds that such support is of an ad hoc
character and that systemic issues are not addressed in a coherent and harmonized
manner. Through a modest financial contribution to harmonized thematic
programmes, IFAD could establish its presence in high-level policy dialogue and
share its experiences.

In rural finance, explore the option for support to Access to Finance Rwanda (AFR).
IFAD should stay involved in rural finance in Rwanda. Despite problematic
experiences in Rwanda, the Fund has relevant lessons to contribute through its
regional and global portfolio. AFR, established by the Government and several
development partners led by the United Kingdom Department for International
Development (DFID), is expected to address systemic issues with a view to
increasing access to finance, particularly for the large numbers of people who have
no, or only limited, access to financial services. Recently, DFID has supported
Government in developing a Rural and Agricultural Finance Strategy and AFR has
presented a sustainability strategy for Savings and Credit Cooperatives. Even a
modest financial participation from IFAD would be important because it would allow
IFAD to contribute to the agenda and work, based on its own experience in
implementing the portfolio and, at the same time, benefit from exchanges of
information. Being outside these harmonized frameworks would severely limit
IFAD’s ability to engage in policy dialogue and knowledge management. Obviously,
IFAD’s contribution to AFR should be based on an assessment of whether this
facility provides an effective contribution to rural poverty reduction objectives.

Regarding cooperative development, IFAD should contribute to efforts to develop a
harmonized support framework. The Rwanda Cooperative Agency reports that it is
planning to harmonize the current highly fragmented support for cooperative
development; it would be appropriate for IFAD to support this endeavour. If the
initiative leads to a harmonized framework with financial support from government
and several development partners, IFAD should explore the possibility of making a
financial contribution so as to become an active participant, as per the rationale
described above.

Proposed follow-up: IFAD will: (i) work with MINAGRI to implement the Rural
and Agricultural Finance Strategy, including possible collaboration with sector-wide
initiatives to strengthen rural financial services, such as AFR; (ii) continue the
integration of systematic support packages to cooperative development in its
Country Programme.

Deadline for implementation: End-December 2014.

Entity responsible for implementation: IFAD
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Recommendation 2

C.2. Move towards more strategic programme management and reliance
on national systems, in line with the Paris Declaration.

Increased engagement in non-lending activities will call for a review of current
transaction costs in individual project follow-up. In line with the Paris Declaration,
IFAD/Government project cooperation should rely more on the Government’s
accountability and implementation systems, recognized as among the best and
most efficient in sub-Saharan Africa. IFAD should move away from micro
management, leaving this to government systems, while adopting a more strategic
management approach.

In this new role, IFAD would use more of its country programme management
resources for addressing strategic issues both within and above projects. This
should also include more strategic use of technical assistance grants, not only for
project design but also for developing the capacity of institutions so that national
institutions can take over activities once the projects end. This would be a gradual
process, adapted to capacity improvements in government systems, where IFAD
and the Government would continuously reassess what should and can be done by
government institutions, and what are the most conducive cooperation procedures
for ensuring accountability and local ownership. The introduction of portfolio-wide
annual joint reviews between the Government and IFAD has been a commendable
step towards strategic portfolio management. Additional measures are indicated
below.

C.2.a. Replace PCUs with facilitation support.

In the current portfolio, there is a tendency to perceive projects as independent
institutions and the PCUs as their managers - while in reality “a project” is no more
than a temporary initiative for partner institutions. Recent government policy
encourages Ministries to reduce the number of PCUs by establishing a single
project implementation unit for all donor-assisted projects. Though the efficiency of
this new set-up has yet to be demonstrated, eventually IFAD may have to comply
and change its implementation management procedures. Under the new set-up, it
is recommended that IFAD’s projects should include the provision of technical
assistance/facilitation support, not as decision-making managers but as advisers
and facilitators, to the implementing management units - whether at the central
ministry level or within district administrations.

Proposed follow-up: IFAD will explore opportunities for integrating the
agricultural existing and new projects it supports in the forthcoming agricultural
SWAp by: (i) supporting MINAGRI and the Ministry of Trade and Industry
(MINICOM) in transforming the PCUs to a single unit of the MINAGRI Single Project
Implementation Unit;

Deadlines for implementation: End-December 2011
Entities responsible for implementation: MINAGRI

C.2.b. Articulate more clearly the division of labour between the
headquarters, the IFAD regional office in Nairobi and the country office.
This implies giving a more substantive role to the latter in partnership-building,
policy dialogue and knowledge management. In this context, consideration should
also be given to defining the technical backstopping functions of the Nairobi office,
which, for example, could include quality assurance of baseline and impact surveys.

Proposed follow-up: IFAD will raise the implementation support role of its
Rwanda country office, covering both technical and fiduciary issues. Support will be
provided by the Regional Office in Nairobi. However, a quality assurance role is not
foreseen for the Regional Office.

Deadlines for implementation: No deadline, as this is a continuing process.



Appendix I EB 2013/109/R.8

21.

22.

23.

Entities responsible for implementation: IFAD

C.2.c. Undertake joint supervision missions with the Government and
development partners.

One can reduce transaction costs of IFAD, of the concerned Ministries and of
development partners by having more joint supervision and implementation
support missions. When feasible, it should be considered to field a single mission
covering several projects executed by the same Ministry.

Proposed follow-up: IFAD has conducted joint missions with the Department for
International Development (United Kingdom) for PAPSTA and UNIDO for PPPMER,
with good experience. This practice will continue for cofinanced projects. Single
missions covering several projects may be experimented with, in particular
thematic supervision missions (for example focusing on M&E, knowledge
management or financial management of several projects). However, the prospects
of providing concrete implementation support in the context of increasing project
size must be kept in view in such undertakings.

Target for implementation: At least one joint mission per calendar year, and
explore scope for thematic supervision missions.

Entities responsible for implementation: IFAD

Recommendation 3

C.3. Develop strengthened sub-sectoral support activities around three
main axes: (a) protection of the natural resource base in the watersheds;
and develop pro-poor agricultural value chains based on private-public
partnerships in (b) food crops and (c) cash and export crops.

C.3.a. Sustainable natural resources development in the watersheds and
carbon financing.

IFAD's future programme should continue its watershed development initiatives,
including the promotion and scaling up of agricultural innovations and soil and
watershed protection. It should better assess and document environmental risks as
well as opportunities. Both the 2007 COSOP and past project design documents did
not include a detailed assessment of environmental risks and trade-offs, and thus
no mitigation plans. The next COSOP should include a strategic analysis of
environmental and natural resource management issues, in line with the
requirements of IFAD’s Environment and Natural Resource Management Policy, and
explore opportunities for qualifying for carbon financing. Future project designs
should include environmental and social impact assessments.

Proposed follow-up: The recommendation regarding priority sub-sectors will be
considered during the design of the next COSOP. In this context, the possible
uptake of the three proposed main axes will remain the joint decision of IFAD and
the government, supported by the Country Programme Management Team.
However, a detailed assessment of environmental risks and trade-offs is not likely
to be practical at the COSOP stage, as a risk analysis and the development of
mitigation measures will always depend on the clear definition of activities, which is
only done after the COSOP stage when proceeding to project design. Such analysis
would thus risk remaining superficial and irrelevant.

Deadline for implementation: September 2013.
Entities responsible for implementation: IFAD

C.3.b. Support for the development of value chains for food crops and
livestock products through private-public partnerships.

While many farm households have increased their production of food crops and
livestock products beyond subsistence needs over the last three years, the systems
needed to handle these surpluses (e.g. warehouses, processing and marketing) are
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not available. Major investments (capital and human resources investments) are
required to handle the rapidly increasing surpluses. Given Rwanda’s small farm
sizes, the country’s long-term competitive advantage is unlikely to be in low-value
staple food crops that can be produced at lower cost in countries with an
abundance of land.

For this reason, IFAD should consider moving towards higher-value commodities
produced in intensive systems with a high labour input, and with potential for
creating significant non-farm employment in processing and marketing enterprises.
Based on current intensive zero-grazing systems, dairy would be an obvious
candidate - but other candidates may include high-value horticultural products.

Proposed follow-up: The recommendation relates to the choice of both the
priority sub-sectors and the support approach. While the former is covered by
recommendation 3.a above, the latter (the choice of the value chain approach) is
fully agreed for the sub-sectors that require the horizontal integration of the up and
downstream industries. Its integration will be looked at during the design of the
next COSOP.

Deadline for implementation: September 2013.
Entities responsible for implementation: IFAD

C.3.c. Support a pro-poor development of export and cash crops and
products through private-public partnerships.

Apart from their foreign exchange contributions, some crops have potential for
generating significant on- and off-farm employment. For tea and coffee, there are
still a number of unexploited value addition activities. Albeit currently in a difficult
start-up phase, sericulture could well create many on- and off-farm jobs in
activities that are highly labour-intensive and with products of high value to weight.
According to international sericulture experts, Rwanda’s climatic and natural
resource conditions are well suited to sericulture.

Special mitigating measures (e.g. based on support to subsistence crops or food-
for-work schemes) need to be considered for very poor households. This is because
value-chain development for export and cash crops often fails to involve marginal
landholders, and expansion of export/cash crop areas may be at the cost of food
crops and food security.

In pursuing public-private partnerships, support will be needed to promote
transparent agreements and competition in order to address situations whereby a
large private investor, owing to limited competition, might exploit producers.
Consideration will need to be given to the complexity and scale of operations. For
certain levels of scale and complexity, private companies may be in a better
position than the newly-established cooperatives. Thus, an approach for private-
sector development, including development of public-private partnerships, should
be developed to guide such support.

Proposed follow-up: The recommendation has already been implemented in the
design of the Project for Rural Income through Exports (PRICE), which builds on
the successful public-private partnership of the Smallholder Cash and Export Crops
Development Project (PDCRE) in the tea sub-sector. PRICE also includes innovative
public-private partnerships in the sericulture and horticulture value chains.

Deadline for implementation: September 2011.

Entities responsible for implementation: IFAD, with support from MINAGRI.
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Main report

I.

A.
1.

Introduction and background

Introduction

Following the decision by IFAD’s Executive Board,! the Independent Office of
Evaluation of IFAD (IOE)? undertook in 2010-2011 a country programme evaluation
(CPE) of the cooperation between the Government of Rwanda and IFAD. The
Rwanda CPE is conducted within the overall provisions contained in the IFAD
Evaluation Policy® and follows IOE’s methodology and processes for CPEs as per the
Evaluation Manual.* In Rwanda, the Government has a leading role in the
cooperation and much of IFAD’s support is for government-defined and
implemented programmes. This CPE is therefore an evaluation of the cooperation
between the two parties, rather than being an evaluation of IFAD’s distinct support.

Overview of IFAD assistance

Project financing. The cooperation between IFAD and the Government of Rwanda
started in 1981 and has involved 13 projects, for a total cost of US$284 million of
which IFAD has provided US$150 million® (53 per cent).® Most of IFAD’s financing
has been provided in the form of highly concessional loans, but IFAD has recently
financed the projects through grants (30 per cent in the Support Project for the
Strategic Plan for the Transformation of Agriculture [PAPSTA] and 100 per cent in
the Kirehe Community-based Watershed Management Project [KWAMP]) in
accordance with the Debt Sustainability Framework (DSF), introduced by
international financial institutions to avoid re-accumulation of debt. In total, IFAD
has approved US$33.8 million in DSF grants. The allocation and planning of the
DSF grants follow the procedures and systems used for highly concessional loans,
including a Performance-Based Allocation System (PBAS) which for a three-year
period allocates resources for countries based on criteria such as population size,
income, performance of the IFAD portfolio, and the institutional framework for
reduction of rural poverty.

Over the past 28 years IFAD has committed on average US$5.4 million per year. In
recent years net average annual disbursements hovered around US$5 million, less
than 1 per cent of total Official Development Assistance (ODA) (US$931 million in
2008) but about 5 per cent of the total ODA for the agricultural sector (about
US$90 million in 2008).

While IFAD has recently had annual net disbursements of US$5 million, part of
IFAD’s current financing is supporting activities outside agriculture (infrastructure
and MSME development) and also the Ministry of Local Government (MINALOC)
and the Ministry of Trade and Industry (MINICOM). Furthermore, several other
government agencies support agricultural activities and in particular rural
development, notably MINALOC, district governments, and the Ministry of Lands,
Environment, Forestry, Water and Mines (MINITERRE). Though IFAD has a modest
share of the total resource envelope for agriculture and rural development, IFAD
has in recent years played an important role in supporting the Government of
Rwanda’s Strategic Plan for Transformation of Agriculture (PSTA), including the
Government’s programmes for watershed management, livestock development and
crop intensification.

! EB/2009/98/R.2, p.54.

2 Following IFAD’s Evaluation Policy, IOE provides an independent assessment of IFAD’s operations and
policies and reports directly to the Executive Board.

3 Available at: www.ifad.org/evaluation/policy/new_policy.htm.

4 www.ifad.org/evaluation/process methodology/doc/manual.pdf.

5 Rwanda is the 8th largest country in terms of IFAD funding in the East and Southern Africa region.

® This CPE refers to the time frame 2000-2010. In September 2011 IFAD approved a new loan bringing the total
number of projects to 14, the total portfolio cost to US$345 million and the IFAD funding to US$187 million.
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In the 13 IFAD-supported projects, the Government of Rwanda has provided
funding for an amount of about US$37 million (13 per cent of total project costs)
while cofinancing partners have provided the rest of the funding, US$97 million (34
per cent of total project costs). In the projects approved in the 1980s, the largest
cofinancier was the African Development Bank (AfDB) (US$17.7m). Since 2000,
the composition of the cofinanciers has been more diversified with the OPEC Fund
for International Development (OFID) (US$17.8m) being the largest one.

Table 1
Snapshot of operations in Rwanda

First IFAD loan-funded project in Rwanda 1981

Total loans-funded projects approved 13

Total amount of IFAD lending US$149.9 million

Lending terms Highly Concessional and DSF grants
Counterpart funding US$36.7 million

Cofinancing amount US$97.0 million

Total portfolio cost US$283.6 million

Focus of operations Agriculture, natural resource management, rural

infrastructure, microfinance and private sector
development, capacity building (institutional and local
level)

Cofinanciers AfDB, United Nations Capital Development Fund, United
Nations Development Programme (UNDP), Belgian
Survival Fund, OFID, Desjardin International German
DED, Department for International Development (United
Kingdom), Netherlands, Government of Belgium, World
Food Programme (WFP), domestic financial institutions
and beneficiaries

Total grant amount Eight global and regional grants; country-specific grants.
Estimated value for Rwanda: US$1.7 million

The cooperation has also been supported by one large and several small country
grants for Rwanda (< US$200,000) as well as some regional grants covering
Rwanda and other countries, usually for research and development and knowledge
management. These grants are different from the DSF grants mentioned above and
managed under a system that is different from the portfolio management system.
In the case of the project portfolio, whether financed by highly concessional loans
or DSF grants, the government is the responsible and accountable recipient.
Instead, recipients of technical assistance grants usually are NGOs and
international agricultural research institutions (though in a few cases the
government) which therefore are accountable. The CPE includes a brief review of
nine country/regional grants to determine their support to the partnership.

Objectives, methodology and process

Objectives. The CPE has two main objectives: (i) to assess the performance and
impact of the operations in Rwanda; and (ii) to generate a series of findings and
recommendations to serve as building blocks for formulation of the next results-
based country strategic opportunities programme (COSOP), to be prepared by IFAD
and the Government of Rwanda following completion of the CPE. Based on analyses
of the cooperation during 2000-2010, this CPE aims at providing an overarching
assessment of: (i) the performance and impact of programmes and projects
supported by IFAD grants and loans; (ii) the performance and results of IFAD’s
non-lending or non-project activities in Rwanda such as policy dialogue, knowledge
management and partnership building; and (iii) the COSOP performance (relevance
and effectiveness), including strategic objectives, geographic and sub-sector focus,

14
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targeting approaches, country programme mix, and country programme
management.

Coverage. The previous 2005 CPE provided guidance for formulating the 2007
results-based country strategic opportunities programme (COSOP). The current
CPE concentrates on operations that have started since then as well as on
operations that were at an early stage of implementation in 2005 and could not be
fully evaluated at that stage. Accordingly, the present CPE focuses on the period
between 2000 and 2010 and closely reviews five projects: (i) Umutara Community
Resource and Infrastructure Development Project (PDRCIU) together with the
Umutara “Twin” project,’ (ii) Smallholder Cash and Export Crops Development
Project (PDCRE); (iii) Rural Small and Micro Enterprise Promotion Project - Phase II
(PPPMER 1II); (iv) PAPSTA; and (v) KWAMP.

Methodology. The CPE makes use of top-down, bottom-up and contribution
assessments to determine the extent to which strategic objectives were achieved
and test the consistency of evaluation findings. The top-down assessment includes
an assessment of IFAD’s strategic positioning considering IFAD’s special advantages
and the role of other partners. It also assesses IFAD’s strategic (COSOP) objectives
in relation to the Millennium Development Goals (MDGs) and government policies
and goals. The bottom-up approach attempts to determine results of IFAD
supported activities, building on data collected in the field as well as secondary
data. Finally, the “contribution assessment” attempts to determine the performance
of IFAD and Government as well as other main partners.

The evaluation criteria applied in this CPE are those of the evaluation manual (see
annex 6). In applying the criteria, the implementation stage of each project is
taken into consideration. Three of the five projects covered are close to completion
(PDRCIU, PPPMER II and PDCRE) while the two most recent ones will be completed
in 2013 (PAPSTA) and in 2016 (KWAMP). As KWAMP currently is in the start-up
phase, it is premature to assess criteria such as impact and sustainability while for
PAPSTA the emerging impact and sustainability issues can be tentatively assessed.
In 2010, IOE undertook an interim evaluation of PDCRE which this CPE uses for
assessing PDCRE’s performance and impact.

Process. Prior to the main mission, IOE prepared and disseminated an Approach
Paper and a desk review synthesis report. IOE also invited IFAD’s East and
Southern Africa Division (ESA) and the project coordination units (PCUs) in Rwanda
to undertake a Self-Assessment at project level (see box 1). The Self-Assessment
Reports provided a valuable input to the evaluation. In addition, the Central Public
Investment and External Finance Bureau (CEPEX) of the Ministry of Finance and
Economic Planning (MINECOFIN) presented the government’s detailed assessment
of the performance of the country programme and of the non-project activities
(partnership building, policy dialogue, knowledge management) which was
commented upon by IFAD/ESA. During 25-30 October 2010, IOE organized a
preparatory mission to sensitize the partners and stakeholders and plan for the
main CPE mission. This was followed by a rapid impact survey of PDRCIU
conducted in the context of the CPE.

7 Although approved as two separate loans by IFAD’s Executive Board, they can be considered as one
project.
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Box 1
Main observations and issues raised in the self-assessments

e Limited participation of national implementers in the design of projects from the early
part of the period but improvement since then.

e Relevant support and overall satisfactory performance and impact.

e Issues of sustainability and exit strategy — concerns in particular about weak
cooperatives and district administrations.

e Satisfaction with the transition to direct supervision.

e More flexibility to rapidly adjust to changing contexts would be desirable and Mid-Term
Reviews need to come earlier.

The main CPE Mission was conducted during four weeks (21 November - 17th
December 2010). In the first week, the Mission worked in Kigali with project,
government and development partners, and started its work in the Eastern
Province (Nyagatare, Gatsibo and Kayonza) which was continued in the second
week (Kirehe/KWAMP and Ngoma/PDCRE) and followed by field work on PAPSTA
and PPPMER II in the Southern Province (Nyanza, Ruhango, Huye, Nyaruguru
Districts) and Western Province (Ngororero) into the third week when also
individual interviews and roundtable discussions on rural finance and
decentralization were organized in Kigali. During the third and fourth week, the CPE
mission met with partners and stakeholders in Kigali and prepared an Aide Memoire
which was discussed at a wrap-up meeting on 17 December 2010. Comments
received during and after the discussion of the Aide Memoire have been considered
in preparing this report.

Key points

e Since the beginning of its operations in Rwanda (1981), IFAD approved 13 projects for a
total cost of US$284 million and IFAD volume of lending of US$150. Most of the loans
were on highly concessional terms while in recent operations DFS grants have been
approved.

e This Rwanda CPE is the second conducted by IOE. The previous CPE was conducted in
2005. At that time, some operations were at an early implementation stage and were
reassessed by the current CPE.

e The main objectives of the CPE are to: (i) assess the performance and impact of the
operations in Rwanda; and (ii) generate a series of findings and recommendations to
support formulation of the forthcoming Rwanda results-based country strategic
opportunities programme (COSOP), to be prepared by IFAD and the Government of
Rwanda following completion of the CPE.

o This CPE assesses the performance of the project portfolio, non-lending activities, and
the performance of the latest two COSOPs. Five of the 13 projects financed by IFAD in
the country were included in this CPE.

Country context

This chapter focuses on the country contextual and macroeconomic characteristics
that are important to agricultural and rural development as well as to rural poverty
in Rwanda.®

General country characteristics

Rwanda is one of Africa’s smallest and most densely populated countries. A
population of 10.5 million is sharing an area of 26,338 km? implying a population
density of 399 people per km?, similar to what is found in the densely populated
regions of Asia (the average for Eastern Africa is 51 people per km?). Population

8 The approach of the chapter is inspired by the Joint Evaluation by AfDB and IFAD (2009) of AfDB and
IFAD policies and operations in agriculture and rural development in Africa and specifically by the
Working Paper: “The changing context and prospects for agricultural and rural development in Africa”.
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growth is high (fuelled by a high fertility rate of 5.6 births per woman) but has
been fluctuating (2.7 per cent to 3.3 per cent p.a.), influenced by repatriation of
refugees. Though government policies combined with economic growth are likely
to reduce future population growth, the density is projected to reach at least 500
per km? by 2020, further increasing pressure on natural resources. While Rwanda
is relatively rich in natural resources, continuous intensive cultivation for centuries
on the hilly slopes (Rwanda is referred to as the country of the thousand hills) has
in some areas resulted in loss of soil fertility and a deterioration of the productive
capacity of the watersheds.

In pre-colonial times, Rwanda was a larger kingdom and a regional power,
governed by a centralized hierarchical system and having one common language
(Kinyarwanda) and a shared national consciousness. However, colonial policies
fuelled ethnic strife, culminating in the genocide against the Tutsi population in
1994, when more than one million people were killed (predominantly Tutsis but
also moderate Hutus). Rwanda’s history and the devastation and trauma of the
1994 genocide have an important influence on current policies and the
developments in the society.

Since the 1994 genocide, politics and governance have been shaped by two key
objectives: ending the vicious circle of ethnic-based violence and reducing the role
and control of the central government. To achieve these objectives, the
Government has sought to create a more inclusive form of governance based on
one national identity. A National Decentralization Policy (NDP) was adopted in
2000, outlining a process in three phases. In 2006, the process entered its second
phase (2006-2010), with an administrative reorganization reducing the number of
provinces from 15 to four (plus the capital Kigali) and the number of districts from
106 to 30. Fiscal decentralization has been enhanced since 2006 with scaling up of
transfers from central government to districts. The third phase of the NDP (2011-
2015) is intended to consolidate the results achieved in the preceding phases, to
enable communities and decentralized structures to take full responsibility for
implementing national policy and strategy in a manner adapted to local
specificities.

After several re-organizations, Rwanda has today the following levels of
government and administration: central government and four provinces (Western,
Southern, Northern and Eastern) plus Kigali City, and 30 districts (Uturere).
Provinces, which are headed by a governor, are mainly administrative and
coordination bodies of central government (MINALOC), while districts are the main
recipients of central government transfers and responsible for execution of
development activities. Below the districts, there are two administrative levels: 416
administrative sectors (Imirenge in plural, Umurenge in singular) which are further
divided into 2,150 cells (Akagari in singular, Utugari in plural) comprising 14,975
hamlets or villages (Umudugudu). On average, a district has an area of 800-900
km2 and a population of 300,000 to 350,000 while a sector may have 20,000 to
25,000 inhabitants, a cell 4,000 — 5,000 and an Umudugudu 500 — 1,000.

The district, sector and cell levels have a council of elected members and a
development committee of appointed stakeholders. In addition, the district and
sector levels have a Joint Action Development Forum (JADF) where civil society,
private sector and public institutions meet quarterly. The elected District Council
adopts the district’s budget and action plan, and elects the district Mayor and vice
Mayors. The district’s administration is headed by the Executive Secretary. Over the
next years, the decentralization process is expected to deepen, gradually moving
towards Government’s objectives of assigning policy formulation and regulation to
central ministries, coordination to districts, and implementation to sectors.

In the last decade, several institutions for democratic governance have been
strengthened or created from scratch and avenues are being provided for greater
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participation of citizens in governance. A major anti-corruption agenda is being
implemented supported inter alia by an Ombudsman’s Office established in 2004.
The World Bank’s governance indicators (voice and accountability, political stability,
governance effectiveness, regulatory quality, rule of law and control of corruption)
show progress since 1998, with the exception of voice and accountability. In the
other indicators, Rwanda has moved from the 0-10 or 10-25 lowest percentiles to
25-50 or even 50-75 percentiles. Particular progress has been recognized in control
of corruption.’®

Between 2005 and 2009, Rwanda’s ratings in the World Bank’s Country Policy and
Institutional Assessment (CPIA) have improved (annex 10). The CPIA classifies
Rwanda in the positive area in particular on policies for social inclusion and equity.
Rwanda has achieved improvements in public sector management and satisfactory
performance in public financial management, therefore qualifying for budget
support from several development partners, notably DFID/UK Aid and the World
Bank.

The AfDB/IFAD Joint Africa Evaluation®® noted a policy implementation gap in many
African countries. The problem was not just in terms of adopting sound policies and
reform programmes but also putting them into action. In this respect, as a general
appreciation, Rwanda represents a striking contrasting case in that public policies
are systematically implemented and monitored.

A special feature of Rwanda is a strong sense of accountability ensuring that
policies and strategies are actually implemented on the ground and that different
actors achieve agreed targets. A centuries-old tradition, Imihigo,*! has been
modernized and institutionalized. It requires leaders at all levels to make annual
commitments to achieve concrete development goals (“performance contracts”).
Measurable commitments are made publicly to the President of the Republic and to
the people whom the leader governs. Progress is appraised in a public ceremony in
presence of the President where for example, district mayors are required to
declare how they have performed in comparison to their pledges. Imihigo is also
applied in relations between for example government and a cooperative and further
down between the cooperative and its members. Another special feature is
community work (Umuganda). On the last Saturday of the month, everyone,
regardless of gender and social status, comes together to make their communities
presentable and environmentally sound — cleaning, clearing bushes, planting
trees, digging trenches and fields etc. Government policies are promoting
environmental consciousness — for example Rwanda has continuous large tree
planting campaigns and has forbidden the use of plastic bags.

Economic, agricultural and rural development

Economic structure. Though about 81 per cent of Rwanda’s population is
classified as rural, agriculture (due to low productivity and value added per person)
only accounts for about 34 per cent of GDP, declining from a level of 37-39 per cent
in 2000-2005 to the current level of 33-35 per cent. Industry has during 2000-
2010 had a relatively constant share of about 14 per cent while the services sector
has raised its share from around 42 per cent to 45-46 per cent.'? A tourism

° In the Corruption Perceptions Index 2010 of Transparency International, Rwanda is in the better half
as number 66 out of 178 countries far above its neighbours: Kenya (154), Uganda (127) Tanzania
(116), Burundi (170) and DRC (164).

10 AfDB and IFAD (2009) Joint Evaluation of AfDB and IFAD policies and operations in agriculture
and rural development in Africa.

1 In the traditional Imihigo, warriors entered publicly into contracts with their king about targets
for conquests and spoils of war. Consequently they had to do everything in their power to achieve
success in order to avoid loss of respect in their community and reprimands from their king. Success, on
the other hand, was rewarded with praise. Imihigo was also common among members or peer of
homogenous social groups.

12 In the data of the National Statistical Institute of Rwanda, the item "adjustments” account for 5-
7 per cent of GDP.
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industry has emerged and is growing rapidly. As to the agricultural GDP, food crops
account for about 80-84 per cent, followed by forestry and livestock (both
contributing 5-7 per cent). Traditional export crops (mainly coffee and tea) only
account for 2-3 per cent of agricultural GDP despite their heavy weight in total
exports. About 68 per cent of GDP is produced in the informal sector. Therefore,
the GDP estimates are connected with some degree of uncertainty and occasionally
there are differences between IMF and national estimates. The National Institute of
Statistics classifies the entire agricultural production as informal while about two
thirds of industrial production is classified as informal, see table 2.

Table 2
Distribution (in per cent) of gross domestic product in 2009

In per cent Agriculture Industry Private Government  Adjustments  Total®
services and NGOs

Formal sector 4 12 10 6 32
Informal monetary 21 9 17 48
sector

Informal non-monetary 12 1 6 20
sector

Total 33 14 35 10 6 100

Source: National Institute of Statistics of Rwanda, 2010, GDP Annual Estimates for 2009.
@ Due to rounded figures, all rows do not fully add up to the listed totals.

Economic growth trends. Since 1997, Rwanda has experienced high economic
growth; it is estimated that average annual growth in real GDP has been just above
7 per cent. After the destruction of the economy in 1994, GDP rebounded rapidly
during 1997-2000, but from a low base. During 2000-2010, Rwanda continued to
achieve high annual rates of GDP growth; except for 2003, annual rates of real
growth have been in the range of 6 per cent to 13 per cent, more than doubling
real GDP and increasing per capita GDP in current US dollars from US$225 in 2000
to about US$530 by 2010. Thus, in terms of GDP per capita Rwanda has caught up
with Uganda and Tanzania. A special feature of GDP growth during the last three
years (2008-2010) is that it has been fuelled by high growth in agriculture (8-10
per cent p.a.) which has turned Rwanda from being a food deficit country into a
food surplus country. This high level of agricultural growth is unusual in an African
context and has been stimulated by government policies, such as the Crop
Intensification Programme (CIP), as explained below.

International trade and balance. In spite of the fact that Rwanda is a small and
open economy, (official) exports of goods and services are modest, in 2009
constituting 12 per cent of GDP against imports constituting 29 per cent. In per
capita terms, Rwanda’s official annual exports goods (excluding services) only
amount to about US$20 of which agricultural exports, mainly tea and coffee,
account for about US$9'® while minerals (tin ore, coltan, wolfram and gold) account
for the major part of the rest. However, there is a substantial informal cross border
trade in food crops and livestock where Rwanda has a surplus, in particular with
DRC. The rapidly growing tourism industry has become the most important foreign
exchange earner; tourism receipts increased from only US$5 million in 2002 to
US$175 million in 2009. As a result of the trade imbalance, Rwanda accumulated a
significant external debt which increased to more than 90 per cent of GDP in 2002.
Debt relief (under the initiative for Highly Indebted Poor Countries, HIPC'*) has

13 For SSA and COMESA, agricultural exports are in the range of US$30 to US$50 per capita.
14 Rwanda reached the HIPC completion point in 2005 where the international community wrote off
US$1.4 billion in foreign debt.
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since then significantly reduced the external debt to a current level of 10-20 per
cent of GDP. Under the Debt Sustainability Framework, Rwanda has in recent years
received support from the multilateral development banks as well as IFAD in the
form of grants.

Infrastructure challenges of a small landlocked country. Being landlocked
and far from sea ports, international trade with Asia, Europe and America involves
extremely high transport costs, which makes exports costly but creates good
opportunities for import substitution. However, for some high value to weight
goods, air freight is an option and cargo prices are expected to come down with
growing tourism industry and air traffic. While the poor regional infrastructure is
penalising Rwanda (including inefficient port services in transit countries such as
Tanzania and Kenya), the domestic main roads are in good condition and rural
populations are not far from the national road network and the urban service
centres (as compared to large sparsely populated African nations). While a
relatively large population on a small area of land represents a major development
challenge, it also has some advantages in terms of making rural infrastructure
investments more cost effective. There is a deficit in the supply of electricity and
costs are considerably higher than in Kenya, Tanzania, and Uganda, affecting
competitiveness. However, there are hopes that the situation may improve with
implementation of plans to utilize the reserves of methane gas in Lake Kivu and
with the expansion of the electrical grid into rural areas.

Monetary trends. After low rates of inflation (2-7 per cent p.a.) during 2001-
2003, Rwanda’s inflation accelerated above world inflation with annual price
increases of close to 10 per cent or more during 2004-2009. In 2008, it peaked at
15 per cent. However, 2010 experienced deflation with the General Consumer Price
Index being 6.5 per cent lower in December 2010 as compared to December 2009,
mainly due to the emergence of a food surplus resulting in a 12 per cent decrease
in prices on food and beverages.

The negative trade balance is partly influenced by developments in the exchange
rate. While Rwanda'’s inflation moved above world inflation in 2004-2009, the
“managed” exchange rate'® kept the nominal US dollar value of the Rwanda Franc
almost constant during 2003-2009; by end 2003, the rate was US$1=RWF580
while by end 2009 it was US$1=RWF571. With national inflation above world
inflation, notably in 2008, this resulted in an appreciation of the real effective
exchange rate, making it more difficult to compete for the producers of
goods/services for export and for substitution of imports. However, recently this is
being addressed. In the 2009 consultations with the IMF, government agreed that
increasing flexibility of the nominal exchange rate would help the economy adjust
to external shocks. In 2010, the nominal rate declined, moving close to
US$1=RWF600 while at the same time Rwanda experienced a period of deflation.

The financial sector is relatively shallow and undiversified. Private sector credit
constitutes only about 10-12 per cent of GDP but is growing at annual rates of
about 20 per cent. Credit is provided mainly for commerce and construction. The
banking industry has maintained decent capital adequacy ratios but has suffered
from high percentages of Non-Performing Loans which however are being brought
down. Policy-determined interest rates have in recent years of high inflation been
in the negative field in real terms. The 2008 FINSCOPE Survey found that about
half of the adult Rwandan population (52 per cent) had no access to financial
services, formal or informal. More than half (54 per cent) of those adults who did
have access used informal services. Of those using formal products, most (67 per
cent) used the banks, in particular Banque Populaire du Rwanda (BPR).

5 The exchange rate is only managed indirectly by interventions of the central bank, NBR, in the
market. The exchange rate system was liberalized in 1998 and an auction system was introduced in
2001 to ensure the market determination of the exchange rate and the adoption of a policy to allocate
foreign exchange guided by the NBR'’s net foreign asset target.
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The financial sector is currently undergoing major developments. In the banking
industry, there are new entrants such as KCB and Equity Bank from Kenya. In
addition to the private commercial banks, the public-private partnership Rwanda
Development Bank (BRD) plays an important role in development finance. A
formally regulated microfinance industry is being established, and the Government
of Rwanda is implementing the Umurenge Savings and Credit Cooperative Strategy
(February 2009), establishing one savings and credit cooperative (SACCO) in each
of the 416 administrative sectors. A new initiative, Access to Finance Rwanda
(AFR), is being introduced with financing from DFID and other development
partners to provide coordinated support for improving access to financial services.

Rwanda also has thousands of informal savings and credit groups and indigenous
tontines (ikimina), which are unlicensed, but according to the new microfinance
regulation are supposed to register at the level of the cell. There are some 5,000
village savings and loan associations which CARE has promoted since 2003. With
government’s push for formalization, either registering as a cooperative or a
company, their future is uncertain.

The agricultural sector — structure and trends. Farmers with very small
holdings produce most of the agricultural output, mainly food crops cultivated on
hilly slopes. More than 60 per cent of households cultivate less than 0.7 ha of land
around half of the farm households cultivate less than half a hectare, and more
than a quarter cultivate less than 0.2 ha. On average, a farm household cultivates
about five different plots — some in the valley, some in the uplands and some near
the house. Some landless households are assisted by government to get plots in
reclaimed lands such as the marshlands, converted into irrigated rice production.
For the majority of smallholders, food crop production is their main activity, - most
of their production is for own consumption but some is sold.

About 40 per cent of Rwanda’s land is classified by the Food and Agriculture
Organization of the United Nations (FAO) as having a very high erosion risk; 37 per
cent requires soil retention measures before cultivation and only 23 per cent of the
cultivated land is more or less free from the risk of erosion. During the last decade,
the Government has invested significantly in soil erosion protection and claims to
have reached its 2010 target of bringing 80 per cent of the land under some form
of protection. Land scarcity is a key issue and in 2005 the Government of Rwanda
introduced a Land Law to address the problems of land fragmentation and low
productivity. The Law replaces old forms of customary tenure with a new system
based on registered titles that may be used as collateral, thus promoting a private
land market.'® The Law has provisions for a more equitable and economic efficient
distribution, and for consolidation of land holdings, not without some controversy. 17

Food crops. Sorghum, banana, beans, sweet potato and cassava have traditionally
been the main food crops but over the last decade maize, and to some extent rice,
Irish potatoes and fruits and vegetables have emerged as important smallholder
crops.® Within cereals, maize is now the most important crop but rice and wheat

16 As noted in the IFAD 2007 COSOP, land disputes are widespread in Rwanda and constitute one of
the most serious obstacles to sustainable peace.

17 The Land Law defines land consolidation as “a procedure of putting together small plots of land in
order to manage the land and use it in an efficient uniform manner so that the land may give more
productivity”. Under Article 20 of the Law, farmers will need to consolidate fragmented plots but those
whose consolidated land remains below 1 hectare stand to lose it since it is deemed insufficient for
efficient land use. The controversy of this Law is associated with the fact that, households possessing
plots totalling less than 1 hectare, that are the majority in Rwanda, face the risk of being barred from
registration as the Law grants local authorities the power to approve the consolidation of land in order
to improve land management and productivity. According to the Law, if land owners fail to use land in a
diligent and efficient way (including protection from erosion and safeguard of fertility), they are at risk
of land expropriation for the purpose of redistribution to more needy citizens (Article 87). For a very
comprehensive review of Rwanda Land Law, see Pottier (2006).

18 This section is based on Crop Assessment Data presented in the Agricultural Sector Performance
Report, Fiscal Year 2009/2010, Ministry of Agriculture and Animal Resources, September 2010.
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are increasing rapidly from a low base. Within legumes beans is the main crop
while within tubers cassava and sweet potatoes dominate but with Irish potatoes
emerging. After the genocide, food crop production recovered rapidly as refugees
and displaced people returned to their fields. As from 2002, production stagnated
around 7 million tons until 2007 after which it increased to the current level of
more than 10 million tons. This increase was mainly obtained from higher yields —
over 2002-2010 the cultivated area increased by only 7 per cent. While total food
crop production increased by 43 per cent during 2002-2010 (mainly after 2007),
the increase in the production was particularly pronounced for: maize (372 per
cent), wheat (938 per cent), rice (221 per cent), fruits and vegetables (338 per
cent) and Irish potatoes (72 per cent), (annex 11). With the exception of fruits and
vegetables (doubling the cultivated area), these impressive increases are mainly
due to yield increases and a shift away from a traditional crop such as sorghum.

Government’s Crop Intensification Programme (CIP) can take most of the credit for
the higher yields. Under CIP, quality inputs (seed and chemical fertilizers) are
distributed at subsidized rates!® to smallholders while the extension services advise
on improved crop husbandry. Whereas inorganic fertilizers were hardly used 10
years ago (0.5 kg/ha), average fertilizer application reached about 20 kg/ha in
2010. Other government programmes have also contributed, including the
programme to convert marshlands into irrigated rice production, the Girinka
Programme (one cow per poor family) which is generating more organic manure for
the crops, and the watershed management programmes protecting and improving
the productive capacity of the watersheds. IFAD-supported projects, in particular
PAPSTA and KWAMP, include support for these government programmes. These
programmes have far from national coverage and there is a very significant
difference in crop yields between zones covered by CIP and zones that are not yet
covered.

Export crops. Developments in the traditional export crops,? coffee and tea, have
been less impressive. In particular the coffee sector, involving some 400,000
smallholders, has performed below the production targets defined in the 2002
National Coffee Strategy. While exports amounted to some 19,000 tons in 2000,
only some 16,000 tons were achieved in 2009/10 against a target of 44,160 tons.
Over the past 10 years coffee production and export volumes have stagnated but a
major investment in new plantings during recent years is likely to generate a
significant production increase once the trees come into production. The Revised
National Coffee Strategy of 2009 expects production to reach 33,000 tons in 2012.

In contrast to the disappointing quantitative performance, the coffee sector has
achieved major quality improvements providing significant increases in prices and
value of export earnings. The foundation for these quality improvements was laid in
the liberalisation of sector in the late 1990s. By 2000, 90 per cent of Rwanda’s
coffee crop was classified as low-quality “ordinary” coffee. However, from 2002 to
2009 Rwanda’s exports of high-priced and high quality speciality coffee?! increased
from 90 tons to 3,045 tons, thanks to better crop husbandry and by establishment
of coffee washing stations. Coffee export earnings increased by 66 per cent, from
about US$22 million in 2002 to about US$37 million in 2009/10, - still well below
the 2010 mid-term target of US$117 million - and the price that cooperative and
private coffee washing stations pay to farmers has doubled. Observers®* consider

19 According to MINAGRI, 2010, a plan has been developed to gradually withdraw from fertilizer
subsidies in the next three years without risking fertilizer uptake.

20 Pyrethrum (an organic insecticide) is also regarded as a traditional export crop but is in terms of
export value (US$1.5 m) of negligible importance. Rwanda also has small but rapidly increasing exports
of animal hides and skins as well as horticultural produce.

2 Fully washed speciality coffee normally obtains a price of US$3 to US$4 per kg but in a few
instances Rwandan speciality coffee has obtained prices of US$40 per kg or more.

22 World Bank paper (draft, 2010) by Karol C. Boudreaux: A Better Brew for Success — Economic
Liberalisation in Rwanda’s Coffee Sector.
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that Rwanda has significant unexploited potential for increasing exports of high
quality speciality coffee. Exploiting this potential will require further enhancement
of crop husbandry and introduction of improved quality grading, differentiation of
prices to reward good quality, more coffee washing stations, and improving the
efficiency in coffee washing and in the handling of exports. Further value addition is
also an option e.g. by introducing domestic roasting and packaging.?

The performance of the tea sector is somewhat better with a steady growth in
production and significantly better prices resulting in tea earnings reaching US$57
million in 2009/10 (up from US$27 million in 2003). However, this is still below the
2010 target of US$91 million.?* Better prices have been obtained from quality
improvements in the cultivation of tea, improved processing techniques and
increased blending and packaging within Rwanda. Blended and packed tea
commands much higher prices than unblended tea sold bulk at the auction in
Mombasa.

Livestock. Since ancient history livestock, and cattle and dairy cows in particular,
have been an integral part of the national culture and per capita consumption of
milk used to be among the highest in the world. The genocide dramatically reduced
the livestock population but during the last decade, the numbers of most types of
livestock have increased and animal production has more than tripled. Under the
Girinka programme (annex 12), about 100,000 mainly improved/exotic dairy cows
have been distributed to poor households (which in turn distribute the calves to
poor neighbours). In addition, an artificial insemination programme is producing
improved crosses with better productive capacity than indigenous races. As a
result, milk production has increased about seven times?® from a low base in 2000,
enabling Rwanda to start a school milk feeding programme.

Development of the private and cooperative sectors. In recent years,
government has made a push to formalize organizations that operate for profit, by
having them registered as companies or cooperatives. While not-for-profit
organizations are allowed to operate as associations or informally, for-profit
organizations are being pushed to register and formalize to create a level playing
field (to avoid unfair competition from informal enterprises that do not pay taxes
and abide with regulations) and probably also to boost the modest Government
revenue. As a result of this effort, the number of cooperatives has increased from
about 900 cooperatives/associations in 2005 to more than 4,000 registered
cooperatives in 2010. Though the Government of Rwanda, since 2005, has invested
significantly in developing the supportive structures, such as the creation of the
Rwanda Cooperative Agency (RCA) for regulating the cooperatives, concerns are
expressed that the formalization is happening too rapidly, that weak informal
organizations may collapse in the formalization process, and that the rapid increase
in numbers is not being accompanied by the required development of the
structures for supervising and regulating the cooperatives and developing their
capacity. Many of the new cooperatives are financially and institutionally weak.

Based on international experiences, concerns are also expressed that some
cooperatives are being created based on a government push rather than as a result
of voluntary business decisions. Examples include the Umurenge SACCOs, where
households are free to join, and village cooperatives where all households in the
village are members. However, there are also evidence and arguments that may
favour a certain degree of government push in the special case of Rwanda,
considering the history of genocide and ethnic conflict. According to these, small
informal groups and associations are likely to be created along ethnic lines while
larger formal cooperatives (and enterprises) are bound to be multi-ethnic. The

23 It is reported that Rwanda Coffee Development Authority has partnered with the Hunter

Foundation regarding plans to build a roasting and packaging factory.
24 MINAGRI, September 2010, Agriculture Sector Performance Report 2009/10.
25 MINAGRI, September 2010: Agricultural Sector Performance Report (figure 1.2i).
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argument continues that ethnic antagonism will diminish by working together on
practical things, creating economic benefits for all members. A 2008 survey of 10
coffee washing stations®® supports this argument demonstrating significant
correlation between “economic satisfaction” and positive attitudes to reconciliation,
in particular the older a washing station was and the longer it had been part of the
local community. While the argument may have validity, it does assume that the
cooperative is successful and creates benefits for its members.

Cooperatives are in all sectors, but the majority are in agriculture. Unlike other
countries where farmer cooperatives mainly are organized around a warehouse to
collect and sell the farmers’ produce, many farmer cooperatives in Rwanda (with
the notable exception of coffee/tea cooperatives) were originally created for other
purposes such as serving as recipients of training and advisory services, organizing
joint production activities and water use, allocating subsidized items between
members, dealing with land allocation issues etc. With increasing agricultural
surpluses, crop collection, storage, processing and marketing are likely to become
their key activities. Such commercial activities will require development of a
commercial and financial management capacity, a development that is not easily
achieved as evidenced by the problems in coffee and tea cooperatives.

The enterprise/business environment has in recent years experienced major
improvements. In the 2011 Doing Business Report of the IFC/World Bank, Rwanda
is ranked number 58 in terms of overall ease of doing business®’ and is included
among the top ten reformers during 2009/10, having achieved reforms and
improvements on indicators such as “dealing with construction permits”, “getting
credit” and “trading across borders”. The rapidly improving business environment is
attracting foreign investments; Foreign Direct Investment reached about US$119

million in 2009.

The 2006 census found 65,500 enterprises of which the majority were micro (<10
employees) and mostly operating informally. About 85 per cent of the enterprises
have on average less than three employees and operate informally (though not
necessarily unregistered); they are typically unregulated?® and constrained by
inadequate access to skills training, finance, information and infrastructure. There
were some 4,200 small enterprises (10-29 employees), 240 medium enterprises
with 30-100 employees and 50 large enterprises with more than 100 employees.?
In the formal sector, some of the medium and large companies are owned by the
state which occasionally cause concerns among private investors about lack of a
level playing field.

Poverty characteristics

While Rwanda since 1997 has achieved high GDP growth, but from a low base,
reduction of poverty has (until 2005) been modest, though from a high base.
Unfortunately, there are yet no figures for 2006-2011 where one may expect and
hope for a major reduction in poverty as a result of very high growth in agriculture
(next survey is due in 2012). Data from the 2000/01 and 2005/06 Living Standards
Measurement Surveys (LSMS) suggest that the national poverty headcount
declined from 60 per cent in 2000/01 to 57 per cent in 2005/06 which is still above
the estimated poverty incidence (51 per cent in 1993) before the genocide. In rural

26 Jutta Tobias and Karol Boudreaux” The Role of Entrepreneurship in Conflict Reduction in the Post-

Genocide Rwandan Coffee Industry: Quantitative Evidence from a Field Study”. Mercatus Center
Working Paper, June 2009.

z In SSA, only South Africa, Mauritius and Botswana are higher placed. Rwanda is ahead of popular
FDI countries such as Poland (70) and China (79) and far ahead of its neighbours, Uganda (122)
Tanzania (128) and Kenya (98).

28 They may be registered, but are unregulated with regard to labor laws including required health
and safety standards and social security (Caisse Sociale) payments.

29 A countrywide survey in 2007 found 25,500 businesses, excluding informal businesses without
own premises, operating from agglomerated sites. (PSF 2008:11).
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areas the decline was from 66 per cent to 63 per cent.?® Given the high population

growth, the absolute number of poor people increased by almost 600,000. If the
extreme poverty line is considered,?! more than one-third of the population were
unable (in 2005) to achieve a level of expenditure needed for the basic food
requirements. In percentage terms, better progress was done in reducing extreme
poverty at national level from 41 per cent in 2000/01 to 27 per cent in 2005/06.
But, again, progress was modest in rural areas: from 46 per cent to 41 per cent
(table 3).

Table 3
Trends in poverty headcount

Poverty headcount (% population) Number of poor (million)
2000/01 2005/06 2000/01 2005/06
Upper poverty line
Kigali 16.1 13.0 0.11 0.09
Other Urban 46.5 415 0.29 0.36
Rural 66.1 62.5 4.43 4.93
National 60.4 56.9 4.82 5.38
Extreme poverty line
Kigali 8.4 6.3 0.06 0.04
Other Urban 28.5 25.3 0.18 0.22
Rural 45.7 40.9 3.06 3.23
National 41.3 26.9 3.30 3.49

Source: National Institute of Statistics of Rwanda (NISR) 2006

Changes in poverty varied between the provinces. The poverty headcount fell
significantly in the Eastern Province and declined by smaller amounts in the
Northern Province and in the City of Kigali. About 68 per cent of the total reduction
of poverty in the country was accounted for by poverty reduction in the Eastern
Province while a small increase was recorded in the Southern Province which is now
the poorest province. Poverty incidence is highest (91 per cent) among households
whose main source of income is agricultural wage labour. There may be various
reasons why the high GDP growth did not significantly reduce poverty during 2000-
2005, including a relatively high and increasing inequality as indicated by the Gini
coefficient®? which increased from 0.47 in 2001 to 0.51 in 2006, placing Rwanda
among the 15 per cent most unequal countries in the world (with inequality higher
than in Uganda and Tanzania but lower than Kenya and South Africa). However, the
impressive growth in food production since 2007 (resulting in surpluses and
declining food prices) gives reason to expect a much better performance in
reducing poverty.

Non-income based indicators reflect the high poverty incidence. As for child
malnutrition, estimates of the prevalence of stunting (low height for age) in
children of 0-5 years indicate a slight increase from 43 per cent in 2000 to 45 per
cent in 2005; however, the recent dramatic increases in food production could
reduce this figure in the years to come. On the other hand, the Rwanda Human
Development Index (HDI) recorded an improvement from 0.402 in 2000 to 0.460

30 Calculated based on the standard “upper poverty line” that comprises both food and non-food

requirements.

31 The level of expenditure needed to provide minimum food requirements of 2,100 kcal per adult
per day.

32 The Gini coefficient is a measure of inequality based on household income distribution. The
coefficient can have values between 0 (total equality) and 1 (total inequality).

25



Appendix II EB 2013/109/R.8

48.

49,

50.

51.

52.

in 2007* which gave Rwanda a ranking as 167th among 182 countries, classifying
Rwanda as a low human development country (UNDP 2009).

In terms of achieving the Millennium Development Goals (MDGs), Rwanda is on
track to meet targets under MDG 2 (universal primary education), MDG 3 (gender
equality), MDG 4 (child mortality), parts of MDG 6 (combat AIDS, malaria and
other diseases), and MDG 7 (environmental sustainability). Achievement of MDG 1
(poverty and hunger) will be a challenge, largely depending upon maintaining the
impressive growth momentum in agriculture of the last three years. Achievement
of MDG 5 (maternal mortality) seems unlikely (annex 10).

Government budget, policies and programmes for rural
poverty reduction

Public finances and development assistance. Public expenditure accounts for
about 27 per cent of GDP and less than half (12 per cent) is financed by domestic
revenue while the remaining part is financed by grants (12.5 per cent) and net
lending (2.5 per cent). The long term goal of Government is to raise domestic
revenue to about 26 per cent to wean off Rwanda from depending on foreign aid.
The social sectors and governance each account for about 30 per cent of
expenditure while about 25 per cent is spent on infrastructure and some 15 per
cent on developing productive capacities (including agriculture).

In 2007, Rwanda and NEPAD (African Union’s New Partnership for Africa’s
Development) agreed on the framework for implementation in Rwanda of the
Comprehensive African Agriculture Development Programme (CAADP). At the time,
4 per cent of the government budget was allocated for agriculture (i.e. far from the
NEPAD target of 10 per cent) but since then spending on agriculture has increased.
For the period 2010 to 2013, agriculture’s share of government expenditure is
planned to be 6.57 per cent.3* Looking only at the Ministry of Agriculture and
Animal Resources (MINAGRI), about two thirds (RWF21 billion) of MINAGRI's
budget for 2009/10 was allocated for 22 national and domestically financed
projects and programmes of which the Crop Intensification Programme accounted
for about 65 per cent. About 10 per cent of the budget (RWF3.2 billion) was
allocated to provide counterpart funding for nine externally financed
projects/programmes. The three projects, which are supported by IFAD (PDCRE,
PAPSTA and KWAMP), were allocated 5 per cent of the counterpart funds.

In 2008, net Official Development Assistance was US$931 million, corresponding to
US$95 per capita and 50 per cent of the Government budget. The three largest
donors (each providing more than US$100 million per year) are the World Bank
(International Development Association, IDA), the United States, and the United
Kingdom. Rwanda’s 2006 Aid Policy in 2006 identified budget support as the
preferred modality of aid delivery but recognized that the project approach can be
justified, particularly for innovative experiences. There is an on-going sector-wide
approach to planning (SWAp) in the education and health sector and a forthcoming
one in the agricultural sector, explained further on.

Since the 2006 Organization for Economic Co-operation and Development (OECD)
Survey on Monitoring the Paris Declaration, progress is being made. In the 2006
survey, Rwanda was assessed as “strong” on ownership, “moderate” on alignment,
and “low-to-moderate” on harmonization, managing for results and mutual
accountability. Use of country systems has increased and further improvements are
targeted. In November 2010, Government and Development Partners endorsed the

33
34

The HDI is a composite index comprising data on life expectancy, education and per-capita GDP.
A total of 1.7 per cent was allocated to environmental protection initiatives (biodiversity,
landscape and environmental protection) that are arguably directly linked to agriculture development.
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Kigali Statement of Action® which inter alia states: “Development Partners will
increase the portion of their aid to the Government sector that is delivered by
Government agencies from the current 65 per cent to 85 per cent by end FY
2011/12" and that “All aid to Government should be using Rwanda’s country
systems, including specifically (i) inclusion in the national budget approved by
Parliament, (ii) use of Treasury Single Account (TSA), (iii) fully phasing out parallel
project implementation systems and modalities by the end of 2011/2012 and not
creating new ones, (iv) using country procurement systems, and (v) fully relying
on reporting and audit requirements to country systems”. In line with the objective
of the Accra Agenda for Action to improve predictability of aid, several development
partners (including the World Bank and AfDB) pledged to make three-year binding
commitments on a non-rolling basis while others, including IFAD and the UN
agencies, informed that they could only make indicative, i.e. non-binding,
commitments.

National policy framework. The general policy framework for Rwanda’s long-
term development is defined by Vision 20203¢ which defines the goal of
transforming Rwanda into a middle income country where Rwanda is competitive
domestically, regionally and internationally, reducing poverty incidence to 30 per
cent, and raising life expectancy to 55 years. The Vision is founded on six pillars:
(i) good governance and a stable state; (ii) development of human resources and a
knowledge-based economy (Rwanda strives to become the IT hub of Africa); (iii) a
private sector led economy; (iv) infrastructure development with Rwanda having
world class infrastructure; (v) productive and market oriented agriculture; and

(vi) regional and international economic integration.

Since then, all national policy documents, sector strategies and district
development plans have built on and been designed to contribute to Vision 2020.
This applies to the 2002 Poverty Reduction Strategy Paper, which assisted Rwanda
towards achieving the HIPC completion point, and the second home-grown PRSP
called the Economic Development and Poverty Reduction Strategy (EDPRS), 2008-
2012. The EDPRS is articulated in three strategic flagship programmes: (i) growth
through productivity improvements and transformation of the country’s economy
from subsistence agriculture to an economy driven by commercial agriculture, and
competitive manufacturing and services sectors; (ii) pro-poor growth through the
Vision2020 Umurenge Programme (VUP), led by the Ministry of Local Government
and working through districts and sectors (Imirenge) to accelerate poverty
reduction through public works, credit packages and direct support to improve
access to social services; and (iii) governance: strengthening public sector
institutions to create an attractive business environment. Essentially, VUP is an
agricultural and rural development programme with an initial budget of US$24
million for 2008 increasing to US$74 million in 2012.

Rural poverty reduction programmes. In addition to VUP, the Ministries of Local
Government and Finance launched in 2001 the Ubudehe programme to help the
vulnerable and very poor households. The programme finances interventions
targeting either entire communities (umudugudu projects) or an individual
household. Support is provided for agriculture, livestock, construction of markets,
electrification, schools and water supply. The programme is supported by the
European Union and the majority of interventions are related to livestock. In the
context of the Girinka programme (one cow per poor family), the Ubudehe
programme has financed about 60,000 dairy cows, more than half of the cows
distributed so far. Finally, it is worth highlighting the health insurance scheme

35 The meeting, 4-5 November 2010, was attended by all major development partners with high-
level representatives; the World Bank and the AfDB were represented by Vice Presidents while IFAD was
represented by the representative of the United Nations Agencies.

36 Vision 2020 was initiated during 1998-1999 in village Urigwiro in a broad-based consultative
process addressing simple questions about where Rwandans wanted to be in 20 years- time. It is known
by most segments of society.
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(Mutuelle de Santé) which is of importance also to the rural poor. In the scheme,
costs are shared by government and the citizen (who pays about US$2 per year
plus an additional US$0.40 for every visit to a health centre/hospital, plus an
amount for prescriptions etc.). Today the scheme provides insurance for 86 per
cent of the population while the public and private institutions provide insurance for
most of the remaining citizens (public sector workers benefit from the public
insurance scheme RAMA [Rwanda Assurance Maladie]which is also open to private-
sector employees).

Agricultural strategies and programmes. With the support of IFAD and other
development partners, MINAGRI issued in 2004 the Strategic Plan for the
Transformation of Agriculture (referred to as PSTA, the French acronym) aimed at
transforming agriculture from subsistence to commercial farming. A Phase II was
designed in 2008 and issued in 2009 covering the period 2009-2012. PSTA Il is
designed as a strategy to achieve the goals and targets defined in EDPRS 2009-
2012 and to form the basis for a SWAp in agriculture. The overall objectives are:
(i) a 7 per cent annual real rate of growth of agricultural GDP;>” (ii) a 4 per cent
annual real growth rate of per capita agricultural GDP; (iii) a 20 per cent decrease
in the number of people reporting agriculture as their main source of income; and
(iv) a 50 per cent reduction in the proportion of the population receiving less than
the minimum food requirements (to 16 per cent down from 32 per cent).

Some of the specific EDPRS/PSTA II targets are presented in table 4 below. For
monitoring implementation of strategies, programmes and projects, the
Government of Rwanda uses a “traffic light” system (green: on track; yellow:
achievable but special efforts required; red: not on track). In MINAGRI's
performance report for 2009/10, the assessment was “green” for all agricultural
EDPRS indicators, a major improvement since 2007 when the EDPRS indicator
“average real growth rate of the agricultural sector” was assigned the red colour.
IFAD’s country programme is providing assistance for achieving all the indicators
listed in table 4. The indicators, reclamation of marshland and irrigation, overlap as
marshland development primarily involves conversion into irrigated rice production.
While major achievements have been made in expanding irrigation in the valleys
and marshlands, it remains a challenge to achieve the 2012 target for hillside
irrigation.>®

Table 4

Specific targets of EDPRS/PSTA I

Indicator 2006 Target 2012
Agric. land protected against erosion ( per cent) 40 100
Area under irrigation (ha) 15,000 34,000
- of which hillside irrigation 130 10,000
Reclaimed marshland (ha) 11, 105 31,105
Fertilizer application (kg /ha) 4 12
Inorganic fertilize use ( per cent households) 11 17
Improved seed use ( per cent) 24 37
Rural household with livestock ( per cent total) 71 85

Source: EDPRS targets presented in MINAGRI's PSTA Il document, February 2009

The PSTA is implemented under four programmes to which MINAGRI's
organizational structure has been adapted: (1) Intensification and development of
sustainable production systems (includes integrated crop-livestock systems,

37 Above the 6 per cent target of CAADP.
38 With IFAD finance, an international technical adviser is assisting MINAGRI with accelerating
progress in hillside irrigation.
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marshland development, irrigation, agricultural inputs food security);

(2) Professionalization of producers (includes developing capacity of farmers’
organizations and producers, improving access to extension services, research and
improved seed varieties); (3) Commodity chains and agribusiness development
(includes construction of wholesale market in Kigali, promotion of traditional and
non-traditional export crops, value addition to staple crops, storage, and rural
finance); and (4) Institutional development, Agricultural Management and
Information Systems.? In addition, cross-cutting issues such as gender, HIV/AIDS
and youth are integrated into the programmes and MINAGRI is annually presenting
gender budget statements.

During the course of PSTA II implementation, two new priorities have emerged and
task forces have been established to address the issues. One is post-harvest
handling and storage which has become a critical issue with the development of
surplus production. Rwanda’s capacity for processing and storage of food crops is
extremely limited (an estimated 50,000 tons) and major investments are required
to limit post-harvest losses and ensure that farmers obtain the potential benefits
from their surplus production. The Government of Rwanda is taking action on this
issue; a post-harvest handling has been developed. The other “new” issue is
mechanisation (and irrigation) for which a strategy has been outlined.

PSTA II has a total budget of US$886 million of which the major part is allocated
for Programme 1. Several development partners have expressed interest in
supporting PSTA II under a SWAp and a Memorandum of Understanding (MoU) was
signed in December 2008 by government and interested development partners
including IFAD. In December 2010, DFID and the United States Agency for
International Development (USAID) were in the process of formulating their
support for the SWAp while the World Bank would participate indirectly through its
general budget support (the Bank generally refrains from sector budget support).
MINAGRI (and the Government) has a strong preference for sector budget support,
inter alia because it will reduce the burden and transaction costs of managing more
than 30 projects with less than 40 staff.

Key points

¢ Rwanda is one of the smallest and most densely populated countries of Africa. The farming
context is characterized by small land-holdings, prone to erosion. More than 60 per cent of
households cultivate less than 0.7ha of land and more than 25 per cent cultivate less than
0.2ha. With a population growth rate of 2.7 per cent per year, this poses the issue of
finding alternative income sources to farming for a significant part of the population.

¢ Since the 1994 genocide, the economy (GDP) has been growing fast (7 per cent p.a.)
Growth rates of agricultural value added have been high (8-10 per cent p.a.) in the past
three years. Poverty prevalence declined only from 60 per cent to 57 per cent at national
level (and from 65 per cent to 63 per cent in rural areas) between 2000/01 to 2005/06.
Results of the next survey (2012) are expected to show reduction in poverty incidence due
to agricultural growth.

e The Government has focused on increasing land productivity, (irrigation, livestock, and
crop intensification), cash-crops, and on diversification into non-farm income sources.
Government has set the target of creating two million non-farm jobs by 2020 but
achievements so far are below expectations. Government programmes in support to staple
crop production have met wide success in terms of production, and the new priorities are
dealing with over-production, post-harvest storage and adding value to the produce.

e During the past 15 years, the Government of Rwanda has not only approved policies in the

main sectors that are relevant for rural poverty reduction but has also consistently

monitored the implementation of these policies, filling the typical policy formulation-
implementation gaps observed in many developing countries.

In spite of a favourable policy and regulatory environment, there are concerns for the rapid

39 AMIS www.amis.minagri.gov.rw
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drive to the formalization of the informal economy, without a transition and adaptation
period, and for the establishment of cooperatives, including financial cooperatives along
the territorial administrative lines. There is a risk that this can cause the demise of fledgling
community-based initiatives and organizations, and introduce approaches to rural finance
that are not cost effective and market-based.

Description of IFAD country strategies and
operations

Country strategies

While IFAD’s operations and portfolio development in Rwanda since 1981 have
been guided by internal strategies, the first official strategy, the Country Strategic
Opportunities Paper (COSOP), was approved and issued in 1999 and followed by
new COSOPs in 2002 and 2007. The time frame for the present CPE is the period
between 2000 and 2010. The description in this section and the evaluative
assessment of COSOP design and performance in chapter VII focuses on the 2007
COSOP but, where relevant, with some reference to the 2002 COSOP and to the
1999 COSOP, assessed in the 2005 CPE. Yet, given the evolution of the country
context in the past 30 years, a short historical summary of IFAD’s interventions in
Rwanda is necessary and is offered in the following paragraphs and more
information is provided in annex 15.

IFAD in Rwanda before the first COSOP

The pre-conflict intervention cohort (1981-1992). The first five projects in
Rwanda (Byumba rural development project phase I and II, Birunga Maize Project,
Gikongoro Agricultural Development Project, and Buberuka Highlands Intensified
Land Use Management Project) were, with little exception, area-based integrated
agricultural development projects. They emphasized agricultural intensification and
yield increase by strengthening the national extension system. This early
generation of projects focused on sub-sectors and activities which are still
considered as a priority in the country in today’s time. However, there are
important differences between the situation prevailing at that time and the current
one. Early projects of IFAD were designed in the absence of an overall country
strategy which was prepared for the first time in 1999.

The post-conflict intervention cohort (1996-2001). Following the 1994
genocide, IFAD’s overriding concern was to assist with settling the returnees and
rebuild destroyed infrastructure. The first project approved after a two-year loan
suspension was the Rural Small and Micro-Enterprise Promotion Project (PPPMER I)
and the second was the Rwanda Returnees Rehabilitation Programme, providing
food relief and means of subsistence for a population that had been forcibly
displaced. The third was the Umutara Community Resource and Infrastructure
Development Project, including a “twin project” responding to the basic
infrastructure needs of refugees settled in a former national park, an area that
lacked basic social and production infrastructure.

The recent projects (2002-2010)

The past decade marked a shift in the country context, from post conflict relief and
humanitarian support to economic recovery and development, a shift which is also
visible in the design of IFAD projects. The projects approved since 2002 include:
PDCRE, Rural Small and Micro Enterprise Promotion Project — Phase II (PPPMER 1II),
Support Project for the Strategic Plan for the Transformation of Agriculture
(PAPSTA), KWAMP. Together with the Umutara projects, they will be treated more
specifically in the following chapters.

The first two COSOP generations: 1999 and 2002

In 1999, the first COSOP recognized the need to provide basic infrastructure for
refugees, ushering in the formulation of two interventions in the former Province of
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Umutara. At the same time, this COSOP brought back the focus on agricultural
development, outlining a strategy that emphasized commercialisation of
smallholder agriculture, assisting farmers to move from subsistence farming to
agricultural production systems that generate income and savings. The 2002
COSOP was aligned to Rwanda'’s first PRSP and had a broader poverty reduction
perspective, encompassing diversification of income sources within agriculture (e.g.
the support to cash crops such as tea and coffee, not only to staple crops) and
outside agriculture (e.g. non-agricultural sources and microenterprises, and rural
finance).

The country programme evaluation (CPE) undertaken in 2005 assessed the
COSOPs of 1999 and 2002. While recognizing that the COSOPs were “broadly
relevant” to government policies such as the PRSP and Vision 2020, and to IFAD's
mandate, the CPE found that they “were inadequate for promoting a programme
approach coherent with and complementary to the national priorities in the
agricultural sector”; and furthermore, “the COSOPs remained essentially
administrative documents instead of tools for a strategic and dynamic management
of IFAD’s programme in Rwanda”.*° Though synergies between IFAD-support
projects and other programmes were expected, such did not materialize. Finally,
the 2005 CPE found limited ownership of the IFAD programme, by the lead
ministries and the Project Management Units. This is echoed in the joint AfDB-IFAD
evaluation of Agricultural and Rural Development in Africa which, assessing the
early strategies of IFAD and AfDB, found that “they were based on limited dialogue

with government and other donors”.*!

The 2005 CPE praised IFAD for its assistance to the preparation of the first phase of
the PSTA. In general, however, national stakeholders considered IFAD’s policy
dialogue as a by-product of project level activities, with little attention devoted to
feeding project experience into broader national level discussions. IFAD project
designs were found clear but giving limited attention to the analysis of critical
conditions and risks and exit strategies. Microfinance was an area where
sustainability was assessed as particularly weak, due to the "*mechanisms under
which projects provided guarantee funds or credit to microfinance institutions and
the weak recovery rate”.

Among its main recommendations, the 2005 CPE asserted that building upon a
stronger field presence, IFAD should prepare a programme strategy whereby
projects would be designed and managed as pillars of a wider programme, owned
and managed by the Government. To improve sustainability prospects, project
design should have given more attention to the assessment of risks, and
progressive exit strategies should be devised from the beginning of the
interventions by building upon partnerships, in particular with local authorities and
civil society organizations at the grass-roots. In particular, in the area of
microfinance, IFAD’s programme and projects should have continued to support
existing financial institutions but should conduct an in-depth study of their actual
status in order to guide IFAD’s support for developing their capacity and for
devising an appropriate regulatory framework. Finally, the project and programme
level M&E system and indicators should have been harmonized and articulated with
the tools developed by the Government of Rwanda for monitoring the national
poverty reduction programme (PRSP).

The latest results-based COSOP 2007

In 2007, a new Country Strategic Opportunities Programme was prepared and
adopted in accordance with new IFAD guidelines for Results-Based COSOPs*? and

40
41

Para 5, Agreement at Completion Point.

Joint AfDB-IFAD Evaluation, - Justice Mahundaza and Charles Twesigye-Bakwatsa: Country Study
Report, Rwanda, 30 January 2009.

42 After the guidelines on Results-Based COSOPs, the abbreviation “"COSOP” refers to a
“"Programme” and not to a “Paper”.
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the recommendations of the 2005 CPE. It included a detailed matrix informing
about the actions that had been and would be taken to address the 2005 COSOP
recommendations and issues. In terms of the overall strategic direction, it did not
differ dramatically from the 2002 COSOP, except perhaps for the new emphasis on
irrigated agriculture, but it was prepared in a much more participatory process over
a 2-year period. It outlined a result-oriented integrated programme and defined
linkages between lending and non-lending activities. With the benefit of hindsight it
could be said that the emphasis of early IFAD projects (see the beginning of the
chapter) on agricultural intensification and marshland reclamation was brought
back in the 2007 COSOP, but in a very different political context, and in an
institutional and national policy environment which was more clearly defined and
monitored by the Government.

Set on the time frame 2008-2012, the COSOP planned for two pipeline project
options during 2008-2010, with an estimated allocation of US$21 million, under the
Performance-Based Allocation System (PBAS), “the first addressing irrigation and
soil and water conservation opportunities, the second aimed at enhancing rural
economic development”. These plans have been partly realized with approval of the
KWAMP in 2008. KWAMP is basically an agricultural project with a budget of
US$49.3 million (partly financed by an IFAD Grant of US$20.5 million) supporting
Kirehe District (one of the 30 districts) with development of sustainable and
profitable small-scale commercial agriculture, through a market-led, sustainable
intensification of production systems. It builds on the successful pilot interventions
of PAPSTA in developing watersheds and converting marshlands into rice
production. At the time of this CPE, the Government of Rwanda and IFAD worked
on the design of the second phase of the export and cash crop project (with the
new acronym PRICE).

Strategic objectives. The 2007 COSOP defined three strategic objectives and
underlying strategies, viz:

1. Enhanced opportunities for the rural poor and a sustainable increase in their
incomes;

2. Stronger organizations of the rural poor and stronger local governments; and

3. Improved participation of vulnerable groups in the social and economic
transformation.

The 2007 COSOP was supported by a Results Management Framework. For each of

the strategic objectives, it defined quantitative outcome targets as well as a related

policy support and dialogue agenda. For example, related to the first strategic

objective, one outcome target was to provide 10,000 additional rural clients with

access to financial services while policy support would be provided to government

to develop a conducive institutional environment for rural finance.

Socio-economic targeting. A targeting strategy was absent in the 2002 COSOP,
but was introduced in the 2007 COSOP. Though the 2007 COSOP claimed that in
Rwanda most rural households are poor and that the notion of “non-poor” does not
imply wealth, target groups for each strategic objective were defined. Each
strategic objective of the COSOP is dedicated to a different socio-economic group.
The first strategic objective would address the very poor and the resourceful poor
(omitting the “poor” in-between) who have small plots of land and some assets,
basically small farmers who would be helped to increase their agricultural
productivity through sustainable agricultural intensification including irrigation, soil
and water conservation, and economic support services. Within the first strategic
objective, in terms of gender strategy, the COSOP states that "men and women
would be targeted on an equal basis, and every effort would be made to include
both husbands and wives from participating households. Rural finance and
microenterprise activities will be targeted especially at women”.
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The COSOP’s second strategic objective would target farmers’ organizations and
associations to develop their capacity to service members and advocate the
members’ interests. It would also support the capacity development of district
governments and community organizations. The third objective would target
vulnerable groups defined as: “women heads of households, young people, the
landless, orphans, and people with HIV/AIDS"”. A two-pronged strategy for reaching
these vulnerable groups was briefly outlined: (i) promote their participation in
planning and implementation; and (ii) an inclusive approach combining support for
family planning with assistance to people with HIV/AIDS. Practical approaches
would be tested to help vulnerable groups with accessing land, services and

markets.

Geographical targeting. The 2007 COSOP did not directly identify geographical
areas for support but did instead define criteria for selection of areas that would
benefit from future interventions: (i) a high incidence of poverty and food
insecurity; (ii) potential for productive investments in irrigation, water harvesting
and economic development benefiting the poorest — with investments in irrigation
and water harvesting focusing on rainfall deficient areas; and (iii) scope for
complementarities with other pro-poor investments. For assessment of these
criteria, the COSOP proposed to use the EDPRS household surveys (which have not
been conducted since 2005) and WFP’s Comprehensive Food Security and
Vulnerability Assessment (CFSVA).

Table 5

Main elements of 2002 and 2007 COSOPs

Key elements of the
strategy

COSOP 2002

RB-COSOP 2007

Strategic objectives

Geographic priority

Subsector focus

Main partner
institutions

Targeting approach

Country programme
mix (loans, grants)

- Support to income generation,
diversification and market organization

- Support for the development of
sustainable rural microfinance institutions

- Integrated support to rural, non-farm
small and micro enterprise

- Technology generation and transfer

- Community infrastructure

- Support to the decentralization process
- Cross-cutting emphasis on gender

Not treated specifically

rural finance, micro enterprises, marketing,
community infrastructure, support to
decentralization

- National partners: central government
and provincial governments; national
NGOs

International partners:
-World Bank: agricultural research

- UNDP: good governance and
decentralization

- OPEC Fund: basic infrastructure

- Arab Bank for the Economic
Development of Africa (BADEA): coffee
and tea

Not treated specifically

Mix of loans grants for main project
financing. Existing regional grants financed
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1. Economic opportunities for the rural poor [are]
increased and their incomes raise sustainably

2. Organization and institutions of the rural poor as
well as decentralized entities [are] strengthened

3. Vulnerable groups participate in the social and
economic transformation

Not directly identified, The RB-COSOP mentions
criteria: high incidence of poverty and food insecurity,
investment potentials and complementarity with other
projects

Irrigation, water management, rural finance, micro
enterprises, commodity chains

- National partners: central government and provincial
governments; national NGOs, private businesses.
International partners:

- Belgian Technical Cooperation, WFP, FAO, AfDB,
World Bank (food for work, soil conservation, hillside
irrigation)

- SNV Netherlands, International Centre for Insect
Physiology and Ecology (coffee, sericulture, honey,
value chains)

Strategic objective 1 will target the “very poor and
resourceful poor”

Strategic objective 2 will target the rural poor through
farmers’ organizations

Strategic objective 3 will target special vulnerable
groups

Mix of loans and Debt Sustainability Framework
grants for main project financing.
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punctual country-level activities. Country- Same as in 2002 COSOP period for other grants.
specific pilot projects were funded through
grants to NGOs.

Country programme  Not treated specifically Technical assistance for design, training for project
management staff, direct supervision and implementation support.
Programme-wide M&E.

Strong anchoring of project in public institutions
(national and local).

The issue of national ownership. Addressing this issue, the 2007 COSOP
pledged to integrate projects into strong national institutions, channelling
assistance primarily to existing structures (government, districts, community and
farmers’ organizations, microfinance institutions [MFIs]). The COSOP design was
largely based on government’s second poverty reduction strategy, the EDPRS, and
the agricultural sector strategy, PSTA. It made the pledge that the first project in
the pipeline would be fully integrated into Programme 1 of the PSTA (sustainable
production systems) and eventually, together with the ongoing PAPSTA, into the
future agricultural SWAp. Alignment to the PSTA has been achieved, while full
integration in a SWAp has not yet been realized. The agricultural SWAp is not yet
operational (May 2011).

Policy dialogue and innovations. The 2007 COSOP did not detail an agenda for
the policy reforms that IFAD would advocate. Rather the COSOP indicated that
support could be provided to develop agricultural policies and the SWAp, improve
microfinance policies, determine how water user associations could become
sustainable, promote dialogue between different socioeconomic groups, and
develop the advocacy capacity of different civil society and apex organizations. It
also said that “IFAD will develop and test practical approaches for ensuring equal
access to land, support services and markets” providing policymakers with
information on results and impact of new approaches. Interestingly, the COSOP
stated that “the grant-based financing arrangements allow IFAD to be more risk-
friendly” suggesting that it is easier to promote innovations when the government
does not have to repay the money.

Partnerships. The COSOP listed the development partners and NGOs who were
relevant for the programme. It highlighted partnerships with DFID and the
Netherlands (PSTA and the SWAp), with the Belgian Technical Cooperation, WFP
(food for work projects), and with FAO, the AfDB and the World Bank (soil and
water conservation and irrigation). The COSOP also pledged that IFAD would be an
active partner in the One UN Process. Cooperation with national and international
NGOs would be continued, with the NGOs contributing services and innovations to
the programme. SNV Netherlands, CARE international, the German Development
Service and the Clinton-Hunter Development Initiative were mentioned as the
partners at the time. In addition, the COSOP highlighted partnerships with the
private sector and support for development of balanced (equitable) partnerships
between smallholders and private investors. These pledges have generally been
fulfilled.

COSOP management and knowledge management. The COSOP pledged to
establish a “country programme-wide M&E system” harmonized with national
monitoring systems such as that of the EDPRS and the agricultural management
information system of MINAGRI. An IFAD COSOP Focal Group (ICFG) would review
programme achievements annually. This pledge has been fulfilled though it is the
Country Programme Management Team, which serves as reference group.

The COSOP also pledged to improve the M&E systems in the individual projects,
ensuring that baseline surveys are undertaken and applying a limited number of
indicators, learning from difficulties encountered in past project designs (e.g.
PDRCIU and PAPSTA) with such a multitude of indicators (50-100 indicators) that
the systems became impossible to manage and use. Impact surveys have been
conducted for four of the projects closely reviewed in the current CPE, albeit with
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varying fortunes. Surveys of PDCRE and PPPMER II produced results that, if
triangulated with other sources, provide useful information of effects on household
welfare. Impact surveys conducted for PDRCIU and PAPSTA were subsequently
challenged by the project coordination unit due to sampling and other
methodological problems (e.g. disconnect between indicators in baseline and

follow-up).

In terms of country programme monitoring, a “traffic light” tool has been
introduced for assessing progress on COSOP objectives in the context of the annual
portfolio review. This has taken the form of a matrix with colours representing
rating on the performance of individual projects and the programme in general.
The initiative marks an important progress. Yet the assessment is made based
principally on qualitative evidence and, given problems encountered by project-
level surveys, the quality and precision of data may deserve further review. But,
overall, the introduction of a monitoring system at the programme level is
commendable.

Table 6

Non-lending activities in the latest COSOPs

Non-lending

COSOP 2002

RB-COSOP 2007

Partnership
building

Policy
dialogue

Knowledge
management

(i) World Bank: agricultural research
(ii) UNDP: good governance and decentralization
(iii) OPEC Fund: basic infrastructure

(iv) Arab Bank for the Economic Development of
Africa (BADEA): coffee and tea

(i) decentralization and good governance,
sustainability of public services

(i) development of traditional cash and export crops
(iii) technology generation and transfer

(iv) regulatory framework for microfinance
institutions

(v) gender

Not treated specifically

(i) Government, policy dialogue

(ii) Donor Coordination (Paris Agenda) to
enhance harmonization of approaches and
work on policy dialogue

(iii) NGO and research: technical innovation

(iv) Private sector: value chains

(i) support to the preparation of a Sector-
Wide Approach in agriculture

(i) organizational and legal framework for
water management (including the issue of
land tenure)

(iii) microfinance policies

a) Programme level: (programme wide M&E,
using information system in MINAGRI and
EDPRS)

b) Project level: surveys, training of staff in
M&E concepts and techniques

¢) Community level: community innovation
centres under PAPSTA

Description of operations in the CPE timeline
Project financing

Portfolio trends. Comparing the status and characteristics of the portfolio by 31
December 2000 with the situation by 31 December 2010 (see below), it does not
appear that there have been dramatic changes over the last ten years. With
respect to developing new projects for approval, it appears that the rate of loan
approval has decreased in the second part of the 10-year period while the IFAD-
financing per project has increased; in each of the years 2000, 2001, 2002 and
2003 IFAD’s Executive Board approved one project for Rwanda while in the second
part of the period only two projects were approved, in 2005 (PAPSTA) and 2008

(KWAMP).

However, there have been changes in the content and approach of the support.
First, while many of the early projects had a rural finance component, consisting of
credit lines, no more credit line components have been approved since PPPMER 1II
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in 2003: the two most recent projects, PAPSTA and KWAMP, have no credit line but
activities to help beneficiaries access finance from the financial sector. Second,
while several of the earlier projects had a focus on rehabilitation, including basic
economic and social infrastructure, IFAD’s financing in the more recent portfolio is
more focused on increasing production and in this context, the value chain
approach has been introduced to address the issue of finding markets for the
emerging surplus production. Third, while the three agricultural projects ongoing in
2000 could be characterized as “IFAD projects”, the three agricultural projects
ongoing in 2010 are essentially providing a kind of budget support for
Government’s agricultural programmes and strategies which have been developed
over the period. In other words, 10 years ago there were no clear agricultural
strategies and programmes that IFAD could align to.

Table 7
Portfolio characteristics 2000 - 2010

Portfolio characteristics December 2000 Portfolio characteristics December 2010
1. Six active projects, three in full scale 1. Five active projects, two in full scale implementation
implementation, two in completion process and one at (PAPSTA and KWAMP), three in completion process.

start-up (PDRCIU)

2. Three agricultural projects (Gikongoro, Byumba, 2. Three agricultural projects (PDCRE, PAPSTA,
Buberuka), two rural/agricultural development projects ~ KWAMP), one rural/agricultural development project
(PDRCIU and Rehabilitation for Returnees), one MSE (PDRCIU), one MSE project (PPPMER II)

project (PPPMER 1)

3. Focus of next project in pipeline: cash and export 3 Focus of next project in pipeline: cash and export crops
crops — PDCRE

Total IFAD financing approved for six active projects: Total IFAD financing approved for five active projects:

US$53.6 million US$97.3 million

The 1994 genocide influenced the nature of the cooperation. In the first years after
the genocide, the priority was to resettle returnees and re-build basic infrastructure
(the Returnees Rehabilitation Programme®® and the Umutara project). The Umutara
project (PDRCIU, 2000-2010) was designed with a very wide support menu,
comprising interventions in many different sectors, sub-sectors and themes (annex
9). At the time, there were justified needs for support in all these many different
areas, but managing the delivery of such a huge and diverse range of interventions
proved to be a significant management challenge. Since then, project designs have
had a more limited support menu, concentrating on raising agricultural production
and incomes (PDCRE, PAPSTA and KWAMP) as well as non-farm incomes (PPPMER
I1).

The thematic/sub-sector focus on the current active portfolio covered in this CPE
(2000-2010) is illustrated in annex 9 which shows that the ongoing five projects
are providing support in five areas: (i) agriculture and natural resource
management (about 43 per cent of baseline costs); (ii) infrastructure (buildings,
roads, water supply, about 19 per cent of baseline costs); (iii) rural finance and
private sector development (including Business Development Services (BDS) and
vocational training, about 11 per cent of baseline costs); (iv) capacity and
institutional development (beneficiaries’ organizations, central and local
governments, 16 per cent of baseline costs); and (v) cross-cutting themes
including gender equality, environment and climate change, HIV/AIDS and inclusion
of vulnerable groups (costs are embedded in other components and are difficult to
separate), while project management costs represented about 10 per cent of
baseline costs of the five projects considered.

43 This programme was covered extensively in the 2005 CPE and has not been reviewed in the
current one.
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As PDRCIU closes during 2011, the portfolio will increase its focus on agriculture
(food and export/cash crops and livestock), with some support for enterprises in
the agricultural value chains, through PPPMER which has been extended from 2011
to June 2013. Some limited support for economic infrastructure will remain but
major infrastructure investments will mainly by financed by the Government of
Rwanda (in KWAMP, the feeder road component is financed by the Government)
and other development partners.

Geographical focus. IFAD-funded projects have covered all four provinces of
Rwanda but not all 30 districts. For the last 10 years there has been a
concentration on the Eastern Province. This province has the lowest population
density among the four provinces, in a country that has an average high population
density by regional standards.*® The Eastern Province has progressed from a low
base after the genocide when a part of the Akagera National Park was converted to
a settlement area for refugees. It has experienced the highest decline in poverty
incidence from 2000 to 2006 when it had the lowest poverty incidence among the
four Provinces of Rwanda. The significant increases in agricultural production over
the last three years, particularly in the Eastern Province have probably continued
this trend.

Country programme management

IFAD’s East and Southern Africa Division (ESA) is responsible for country
programme management. Within ESA the responsibility is vested in a country
programme manager (CPM) covering Rwanda only. The CPM is assisted by an IFAD
country office (established in 2008 and hosted in the FAO premises in Kigali) and
by a team based in the new regional office of Nairobi providing both support in
dealing with withdrawal applications and other financial issues, as well some
technical support and training on an ad hoc demand basis. The country office is
currently staffed with a country programme officer and a country programme
assistant, both appointed in 2010 and an Associate Professional Officer has been
recruited and out-posted in Kigali in early 2011. UNOPS was in charge of the
supervision of the evaluated portfolio until 2007. Thereafter the projects
transitioned to direct supervision (PAPSTA since August 2007, PPPMER-II since
January 2008 and PDRCIU since January 2009). The country programme is also
supported, in the form of advice, by a Country Programme Management Team
comprising key local stakeholders and partners.

With the country office and especially after establishing two positions in 2010, IFAD
has become a more active participant in government-development partner
coordination fora as well as in the One UN process. While the major part of the
resources of the country office is invested in project implementation support and
supervision, resources are also allocated for the often time-consuming processes of
coordination and dialogue. Regional technical assistance grants account for a
relatively small share of non-project activities and of the country office workload.

44 Rwanda has the highest population density in Africa, 394 people per km?as compared to only 51
in East Africa. Densities (2009) in the provinces were: Eastern 218/km?, Northern 501/km?, Southern
370/km?, Western 341/km?, Kigali 1,166/km?.
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Key points

e Between 1981 and 1992 IFAD projects focused on area-based agricultural intensification
(higher-yield varieties) and soil erosion control. These interventions are still considered a
priority today, although under a very different policy environment. Immediately after the
1994 genocide, the main priority in IFAD’s assistance was to support the settling of
returnees and (re)build basic infrastructure.

e The first IFAD COSOP was approved in 1999 followed by a new COSOP in 2002. The
2002 COSOP recognized the need to diversify income sources towards cash crops (coffee
and tea) and non-farm activities. The 2002 COSOP introduced a new area of investment:
the support for local governments, in line with national decentralization reforms.

e The 2005 CPE, covering the 1999 and 2002 COSOPs, assessed IFAD programme as
valuable in piloting innovations and targeting the rural poor. It noted, however, limited
effort to bring them to the national policy agenda and a tendency for IFAD to work in
isolation. It found sustainability threats in all projects and particularly for rural finance
components. The 2005 CPE recommended that the new IFAD strategy be developed in
stronger consultation with national partners and that future projects be better inserted in
national programmes.

e The 2007 result-based COSOP was built upon the 2005 CPE recommendations. While the
main strategic priorities did not change dramatically, the new COSOP was a result of a
deeper consultation with national partners. It introduced targeting criteria, including
vulnerable groups (widows, landless, people living with HIV-AIDS). It had three strategic
objectives: (i) enhanced opportunities for the rural poor and a sustainable increase in
their incomes; (ii) stronger organizations of the rural poor and stronger local
governments; and (iii) improved participation of vulnerable groups in the social and
economic transformation.

e Since the 2007 COSOP, IFAD has approved only one project (KWAMP) and is preparing a
new one as a follow up project in support to cash and export crops (PRICE). The current
IFAD portfolio will soon be focused on agriculture but with some attention for processing
enterprises within value chains.

Portfolio performance

The assessment in this and the following sections is done at the project level and,
where relevant, for the five main areas that the five projects are supporting, viz.
(i) Agriculture and Natural Resources Management (NRM); (ii) Rural Finance;

(iii) Non-farm Rural Enterprise Development; (iv) Public and Community
Infrastructure; and (v) Capacity and Institutional Development. Each of the five
projects addresses most of these themes, and in the case of PDRCIU, all of the
themes. However, a rating of the performance of the individual projects, combining
the performance of the project’s different components, is also undertaken and the
results are presented in annex 1. As this is an evaluation of the entire country
programme it is not possible in this chapter to mention and assess all interventions
supported by the five projects.

Overall performance

The assessment of project performance is based on the three core performance
criteria: a) relevance, b) effectiveness, and c) efficiency. Relevance and efficiency is
assessed for all five projects while it is still too early to assess effectiveness in the
case of KWAMP.

Relevance

The assessment of relevance attempts to answer two questions: Is the support
relevant and aligned to the partners’ policies and to the real context on the ground
— at design and during implementation? Are the projects’ approaches and
methodologies relevant to achieve the projects’ objectives?

Agriculture and NRM — highly relevant support. The support for this area,
which is provided through PDRCIU, PDCRE, PAPSTA and KWAMP, is assessed as
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highly relevant to the national context, and IFAD’s and government’s policies.
During the 10-year period, the Government of Rwanda has defined the agricultural
policies and strategies as well as the programmes and targets for the different
agricultural sub-sectors. As it should be, the Government has led the development
of agricultural policies, strategies and programmes, demonstrating strong
determination in terms of achieving its defined goals and targets. By the end of the
evaluation period, IFAD’s support for the agricultural sector is largely directed
towards the implementation of government-defined strategies and programmes.

Right Choices? This positive assessment may be questioned in three areas. First,
considering concerns for biodiversity and environmental protection, should IFAD in
Umutara have supported the conversion of part of the Akagera National Park into
agricultural production? This evaluation believes it was a right choice. Unlike other
African countries, such as neighbouring Tanzania, which can allocate land masses
the size of Rwanda for wildlife, this is obviously not an option for Rwanda which
after the genocide faced the challenge of accommodating hundreds of thousands of
returnees.* At the time, Akagera National Park was in a poor shape and
surrounding zones were unproductive bush land. Today Rwanda has a smaller but
better protected and managed park, with emerging tourism and probably also with
a gradual restoration of biodiversity and wildlife populations.

In PDRCIU as well as in PAPSTA and KWAMP, IFAD has focused on soil and water
conservation activities applying an integrated watershed management approach. In
the Rwandan context, this is a highly relevant choice considering that soils and
water are the basic productive resources but are under stress (overpopulation
leading to over utilization of hills, resulting in soil erosion and lower soil
productivity and production, and thus poverty).

Second, was it a right choice for IFAD to enter into supporting the coffee and tea
sectors (through PDCRE) considering that coffee and tea growers are better off
than most rural households.*® This evaluation believes it was a right choice. Though
still small, the sectors have the potential of benefiting thousands of smallholders as
well as creating rural employment up and down-stream for the landless. And there
are also opportunities for increasing the smallholders’ share of the value added.
Furthermore, promotion of cash and export crops is crucial to Rwanda’s
macroeconomic sustainability, considering that Rwanda imports about four to five
times more than it exports and has (in total and per capita terms) one of the
lowest agricultural exports in Africa — coffee and tea provide about US$80 million,
about the same as minerals. IFAD’s support for export and cash crops is also fully
aligned to the strategic objectives of Vision 2020 and the Governmment’s poverty
reduction and agricultural strategies. In the case of the coffee sub-sector there
appears to have been room for improved harmonization of the several major donor
programmes (USAID, EU, AfDB) around a participatory development of an official
national coffee strategy.

Third, most of IFAD’s agricultural sector support is (unavoidably) directly or
indirectly for government programmes that involve subsidies, in some cases
substantial, for example in the Crop Intensification, Girinka and Terracing
Programmes. Several arguments can be presented in support of these subsidized
programmes. First, the programmes have produced remarkable results, changing
Rwanda from a food-deficit country to a country that is self-sufficient in food, and
with surpluses of some food crops. Second, over time the average subsidy cost per
beneficiary is significantly reduced by the positive pyramid effect working in some
of the programmes. While in other countries there may be problems of maintaining
the chains in the pyramid, this is a limited issue in Rwanda; for example, Girinka

43 Many of the returnees were not refugees from the 1994-genocide but from incidences of killing in
the years and decades before, and therefore, they no longer had their lands and houses to return to.
46 According to the PDCRE Interim Evaluation (para 107), average per capita income for coffee

growing households is 26 per cent above the national average national per capita income.

39



Appendix II EB 2013/109/R.8

98.

99.

100.

beneficiaries are generally proud to pass on the first calf to the neighbour and
mortality rates are negligible.*’ Third, government does recognize that it has
insufficient resources to extend the subsidized programmes to each and every plot
and farmer in Rwanda and eternally. The Government is preparing plans for
developing a private fertilizer sector and for gradually withdrawing the 60 per cent
fertilizer subsidy.

National versus local ownership and alignment. PAPSTA and KWAMP achieve
high marks with respect to alignment and ownership at the national level. Together
with other partners these two projects are directly supporting the Strategic Plan for
Transformation of Agriculture (and thus EDPRS) and specific government-defined
programmes and targets, including the Girinka programme, the Crop Intensification
Programme, the soil conservation and watershed programme, the irrigation
programmes and targets, the terracing programme and others. However, at the
local government level PAPSTA and KWAMP have issues of ownership and
alignment. The two projects (and also PDRCIU) have rightly applied an integrated
watershed management approach but have established new parallel and temporary
structures, the Local Watershed Management and Supervision Committee (referred
to as CLGS, the French acronym)*® which serve as the local partner for the pilot
activities of PAPSTA and for formulation and implementation of watershed
management plans in KWAMP. CLGSs are not formally inscribed in the regular local
government structures and as noted in an internal MINAGRI discussion paper.*®
“the CLGS was designed as a temporary - project life — institution” and “there is a
danger that at the end of the projects the local administration will return to
business as usual”. The latter was underscored with a footnoted statement from
Bugesera District saying that “the district is not well involved in CLGS activities”.
This raises issues of how the support is alighed to and owned by local government
structures.>® KWAMP and recent efforts in PAPSTA are trying to put more emphasis
on involving the districts in project management.

Adapting to a changing and fluid context. PDRCIU has had a more problematic
history. It was formulated before the major policies and programmes were defined
and before districts started making useful District Development Plans. It has faced
frequent changes in staff and management of the Project Coordination Unit as well
as several changes in local government structures which were supposed to own the
implementation. As a consequence, it has been problematic to develop district
ownership and integrate project activities in district plans. The design and
approaches have undergone several revisions. Although the project was designed
according to the Flexible Lending Mechanism (with three phases) flexibility and
changes had to be fought for as the Loan Agreement defined dozens of triggers for
moving from one phase to the next. However, the number was reduced during
implementation. The agricultural component was designed without a clear road
map and implementation strategy.

Post-harvest handling. Apart from the support for export/cash crops where the
market perspective was an obvious and integral part of design, the issue of post-
harvest handling and marketing was not a high priority in the support for food
crops and livestock in the early part of the period where the challenge was to raise
subsistence production and improve household food security. However, thanks to

47 The pyramid principle is also applied in crops, e.g. a farmer benefiting from an improved bean

production system has a performance contract to get three neighbours into the same system.

48 The CLGS comprises representatives from local governments, farmers’ organizations and the
local business community.

49 MINAGRI, November 2010: Innovative Model on Watershed-Based Organization — CLGS: a
Community-Driven Decentralized Institution.

50 This is not an issue particular to Rwanda: it is encountered in many watershed programmes
where it is often argued that special management structures following the borderlines of the watershed
are required since the local government structures are not aligned to the watershed borders - in
Rwanda for example, a watershed may be comprised of parts of different districts, sectors and cells.
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the success of Government programmes such as CIP and Girinka, the last three
years have seen significant surpluses emerging whereas there was insufficient
capacity to handle these surpluses. Government and IFAD should be commended
for addressing this changing context by making revisions to designs and
implementation. PDRCIU provided crucial support for handling and processing milk
surpluses in Nyagatare,®® PAPSTA introduced a value chain component during
implementation while KWAMP was designed with a value chain component.

Rural finance — serious issues of relevance. Support for rural micro finance
was part of the design in most IFAD projects until 2003. For the evaluated period,
it is part of PDRCIU (2000), PDCRE (2002) and PPPMER II (2003) but not included
in PAPSTA (2005) and KWAMP (2008). The support has primarily been designhed
and delivered as credit lines on subsidized end-user terms while development of
sustainable financial intermediaries had limited priority. Targeted credit lines may
have had some justification in the early period in some of the new settlement areas
in Umutara province where formal or informal services yet had to be established
and there were limited savings to mobilize among the returning refugees.? The
imposition by IFAD of end-user lending terms and subsidized interest rates clashes
with IFAD’s Rural Finance Policy (2000, 2009) focusing on strengthening the
capacity of rural financial institutions to mobilize savings and provide loans on
market terms. IFAD as well as the Consultative Group for Assisting the Poor and
others in the rural and microfinance community are adamant in their objection
against subsidized interest rates. Also the Government of Rwanda has come to the
same position (Financial Sector Development Plan 2007, microfinance law 2008
and regulations 2009).

Subsidized lending terms (related to targeted credit lines) are often justified
arguing that the borrower does not have the financial and managerial capacity and
the credit history to borrow on market terms. Such arguments overlook that the
subsidy disrupts the credit policy of the financial partner institution and confuses
borrowers’ credit perceptions. Rather than placing a debt burden (even though
subsidized) on a weak borrower, it may be preferable to finance the initial start-up
investment with a grant rather than a loan. This is the approach of USAID in its
support for new coffee cooperatives entering into investments in coffee washing
stations: grant financing is provided to cooperatives for the first station of a much
smaller scale compared to the IFAD/PDCRE-financed ones. Once the cooperative
develops sufficient financial and managerial strength and becomes creditworthy, it
will have to seek bank finance on commercial terms. Thus, unlike the PDCRE-
supported cooperatives, USAID supported cooperatives do not have to serve a
large loan during the difficult start-up phase.

In the latter part of the period, and especially after conversion to direct supervision
by IFAD, some adjustments were introduced during implementation. For example,
PDRCIU initiated a cooperation with the MFI, Duterimbere SA, where the funds
from the credit line were treated as any other funds of the MFI and where also
some capacity development support, e.g. for a management information system,
was provided.

Rural non-farm enterprises - relevant but with disconnects. While
agriculture is by far the largest private sector, IFAD has supported non-agricultural
private sector development in PDRCIU but primarily in PPPMER (phase I and II).

51 The Savannah Dairy in Nyagatare provides a much needed service but there are critical issues

related to management, ownership and financial viability.

52 It is correct that BRD, a government bank without an extensive branch network for mobilizing
deposits, may have a need for external liquidity, but BRD was not the only available partner. At the
time of design, Rwanda had a relatively strong network of People’s Banks (converted into a commercial
bank Banques Populaires du Rwanda, BPR, in 2008), which relied fully on deposit mobilization as a
source of loanable funds. In fact, BPR (recently, the main bank partner in PPPMER II) has an
abundance of deposits, whereas some microfinance institutions (MFIs) might have benefited from
assistance in mobilizing savings and other domestic resources.

41



Appendix II EB 2013/109/R.8

105.

106.

107.

Given the extreme land scarcity, it is for Rwanda of highest priority to create non-
farm employment. This priority is emphasized in the 2010 Government Small and
Medium Enterprise (SME) Policy (the “S” covers both small and micro). In Rwanda,
IFAD has supported non-farm agricultural enterprises which are part of agricultural
value chains (e.g. coffee, tea, silk in PDCRE, and dairy in PDRCIU) but also
enterprise development not related to agriculture, e.g. hairdressers, tailors,
carpenters, various handicraft enterprises (PPPMER I and II and partly PDRCIU).>3
The latter interventions are generally relevant to the context and government and
IFAD policies but these areas have since decades been supported by numerous
national institutions as well as many development partners and NGOs.>* Within the
Framework of the Rwanda Aid Policy, IFAD is not assigned any lead partner role in
the areas of non-agricultural micro, small and medium enterprises. Indicative of
such perceptions is the fact that IFAD was not consulted at all in the formulation of
Government’s 2010 SME Policy, though reportedly it was partly inspired by some of
the experiences of PPPMER II.

Public and community infrastructure — highly relevant at the time of
approval. Over the last 10 years, a considerable part of IFAD’s funding has
financed a diverse range of public and community rural infrastructures. PDRCIU
accounts for a major part but also PAPSTA, KWAMP and PPPMER II have funded
buildings. When the support for Umutara province was designed (PDRCIU), there
was an urgent need for buildings to accommodate district and sector
administrations, feeder roads and water supply for people and cattle. Focus was
initially on the hardware side, while water user committees and road maintenance
brigades were not properly formed and trained. Women'’s centres (buildings) were
constructed next to the buildings of the sector administrations and are nowadays
mostly used by the sector administrations (predominantly men). Both PAPSTA and
KWAMP are providing significant financing for buildings, hardware and operation of
the community innovation centres (CCIs). This involves the construction (plus staff
and equipment) of a relatively large building complex that may serve farmers in
three to four sectors with knowledge, advice and training. CCIs are replicated in
KWAMP before there is robust information on their value for money and
sustainability, such as local governments’ capacity and desire to own and operate
them.>> KWAMP has also improved district roads through the feeder roads sub-
component.

Capacity and institutional development — relevant but fragmented. All
evaluated projects have included support for developing the capacity of farmers’
and beneficiaries’ organizations, being it cooperatives, associations or water user
committees/associations. PAPSTA, in particular, but also to some extent PPPMER 11
have supported the capacity development at central government level in the
implementing ministries while PDRCIU and KWAMP were designed with major
components to develop the capacity of local governments.

Capacity development support for central government. The most
comprehensive support in this area was provided by PAPSTA under its component
1: Institutional Support for the Agricultural Sector.®® The proposed support was

53 The support has comprised adult literacy training, vocational training and an innovative system

of apprenticeship training, development of entrepreneurial capacity and Business Development Services,
linkage to markets, and construction of handicraft centres (also access to credit, addressed in previous
section).

54 Including Germany (GTZ [renamed GIZ as of 2011]-DED), the Belgian Technical Cooperation, the
International Labour Organization and UNIDO, the U.S. African Development Foundation, the African
Capacity Building Foundation, the World Bank/IFC, Technoserve, SNV.

55 Based on data from the Gatore CCI, it is estimated that a CCI involves an initial investment of
about US$140,000 and annual operational costs of at least US$65,000 when including water and
electricity.

56 It included two central level sub-components, PSTA coordination support and MIS and
communication system; the third sub-component was designed to develop capacity at decentralised
level. The support was designed in detail by DFID during 2006, and in March 2007 a Memorandum of
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highly relevant but in retrospect it appears that the budget was too large for the
designed support®” and the implementation capacity, in particular considering an
implementation period of only 36 months. Capacity development processes do take
time and this CPE finds that the allocated implementation period was unrealistically
short. In the case of PDCRE, an opportunity was missed to jointly develop an
official national strategy for the coffee sector which could have been a useful basis
for harmonising the many different support interventions.>®

Developing local government capacity — issues of approach. At the start of
PDRCIU (December 2000), development of capable district administrations was
seen as a challenge and a long-term endeavour. In contrast, there were plenty of
urgent needs that PDRCIU, through its project coordination unit (PCU), could
address immediately, water, roads etc. Development of the district administration
capacity became a secondary priority which was furthermore frustrated by high
staff turnover in district administrations and geographic and administrative
reorganizations of the districts. Moreover, in PDRCIU (and in KWAMP) the
approaches adopted may create inconsistent incentives, particularly when the PCU
is at the same time in charge of implementing the project as well as developing the
capacity of district staff and transferring to them implementation responsibility so
that the PCU can progressively phase out.

KWAMP has started with good intentions of developing the capacity of the Kirehe
district administration to gradually take over implementation responsibilities, also
supporting the administration with advisors/facilitators. For the joint PCU for
PAPSTA and KWAMP the challenge ahead is to gradually withdraw from
implementation and provide space for district staff to operate and take decisions.
While there are many arguments for having one and the same PCU for PAPSTA and
KWAMP (furthermore a PCU awarded a prize for its good work and efficiency), it
will be a challenging task to manage two different approaches and cultures under
the same hat: PAPSTA supporting pilots and innovations in the field but largely
centrally executed by the PCU whereas KWAMP has the intention of moving
towards implementation by local government.>°

Relevant but fragmented support for cooperatives. All IFAD projects are
providing some kind of capacity development support for cooperatives, and so are
numerous programmes supported by other development partners. Public, private
and civil society organizations are contracted or co-opted as service providers
using their specific methodology and systems to develop the capacity of the
cooperatives. Though one may debate the risks of the exponential growth in the
cooperative sector and argue for a more cautious and gradual approach, the
dramatic increase in the number of cooperatives is an unavoidable reality where all
of this support is highly needed. This CPE considers that there is a need for a more
harmonized approach, also involving capacity development support for the RCA to
enable it to deal with its supervisory and regulatory functions. A concerted effort by
all stakeholders should try to harmonize the support services for developing the

Understanding (MoU) was signed between IFAD and DFID for a DFID grant of UK£3.0 million (~US$5.47
million).

57 In fact, the Report and Recommendation of the President, August 2005, assumed a much smaller
DFID cofinancing of US$2.95 million.

58 At the time of PDCRE design, the 2002 National Coffee Strategy had been prepared in draft, but
it was not made official/published and used for the PDCRE design, while a 2000-2003 Coffee Action Plan
was considered. Later during implementation, an official 2009 Revised National Coffee Strategy was
prepared but in an in-house process by OCIR-CAFE without the participation of IFAD or the PDCRE PCU,
though indirectly with a financial contribution as PDCRE pays OCIR-CAFE a management fee for its
services.

59 A further limitation is that implementers have to apply not only the national procedures but also
IFAD ones requiring no objection. The latter is obviously much easier for a well-trained “IFAD PCU” than
for the district administration whose capacity is being developed by government and other development
partners (e.g. the EU). On the other hand, IFAD correctly argues that had it not been for its close and
detailed supervision a number of mistakes and non-optimal uses of resources would have taken place.
Thus, there is a trade-off between avoiding mistakes and facilitating the decentralisation process.
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capacity of cooperatives (e.g. standardising training modules for office bearers and
committee members, and gradually building cooperative apex organizations which
can support the capacity development of their members).

Across the portfolio relevance is rated as satisfactory (5), with three individual
projects (PDRCIU, PDCRE, PPPMER-II) rated as satisfactory and the two more
recent ones (PAPSTA, KWAMP) rated as highly satisfactory (see annex 1).

Effectiveness

Under this criterion it is assessed to which extent the projects have achieved their
immediate objectives or rather to which extent the projects have contributed to
their objectives which are often defined in general terms. It is rarely possible to
attribute a change entirely to the project while one may assess the project’s
contribution. With some exceptions, the portfolio has overall performed well in
terms of delivering the targeted quantitative outputs and outcomes. Assessment of
effectiveness is possible for PDRCIU, PDCRE, and PPPMER II which are at the stage
of completion. In the case of PAPSTA, which by 31 December 2010 has utilized 68
per cent of its implementation period, it is possible to provide a strong indication,
in particular because PAPSTA by this time already had achieved or surpassed many
of the end-of-project output and outcome targets. However, for KWAMP, which has
just started, it is too early even though the start-up has been rapid and efficient.

Agriculture and NRM — effective support. IFAD’s support provided through
PDRCIU, PDCRE, PAPSTA and KWAMP can be broadly categorized into four themes:
(i) integrated watershed management and soil conservation including integration of
crop and livestock production; (ii) crop intensification; (iii) marshland management
and irrigation (including hillside irrigation); and (iv) export and cash crop
promotion (tea, coffee, sericulture, etc.). PAPSTA (and in the future KWAMP)
account for the main support in the three first areas. PDRCIU provided support for
watershed management and agriculture in its late implementation period while it in
its early period invested significantly in reforestation and hedgerows around fields
and homesteads. PDCRE is not applying a watershed management and soil
conservation approach but is promoting plantings of new or improved varieties and
better crop husbandry for coffee, tea, sericulture and various horticultural crops.

Integrated watershed management and NRM. PAPSTA has successfully piloted
a range of interventions and innovative methods and technologies for protecting
watersheds and improving their productive capacity in six pilot zones benefiting
some 19,000 households. The 2009 Mid-Term Review added another five zones
within “the PAPSTA districts”®® Watershed management plans have been developed
in a participatory manner. Cumulative achievements as of 2010 are for many
indicators above the targets defined for the end-of project (March 2013).5!

Livestock is an integral part of the approach. Dairy cows (mainly Jersey or F1-
crosses of Friesian) are distributed to poor households with minimum half a hectare
of land, and small livestock (pigs, goats, sheep) are distributed to poor households
with less than half a hectare. Rabbits are given to landless who have some
possibility of obtaining fodder. An artificial insemination programme is implemented
to improve the quality of the local breeds. Zero-grazing of livestock is adopted, and
to ensure sufficient fodder, forage grasses and fodder trees are planted along the
contour lines of the watershed to protect against soil erosion and retain soil
moisture. By 2010, PAPSTA had almost achieved most of the end-of-project targets
for livestock re-population. PDRCIU’s agricultural component was neglected until
2006, and it was only in 2008 that work started on two watersheds using some of

60 Except for Kirehe district where KWAMP will continue PAPSTA's efforts and cover most of the
district and about 87 per cent of the total population of the district (about 292,000 people).

61 E.g.: rehabilitation of existing trenches (3231 per cent), area planted with agro-forestry trees
and forage grasses (235 per cent), area hedged and protected against erosion (214 per cent), and
associations and cooperatives engaged in watershed management (100 per cent).
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the same methodologies as in PAPSTA. Before then PDRCIU had financed a major
campaign protecting the lands and soils against livestock and overgrazing and
contributing to a general greening of the areas. PDRCIU has contributed to the
Girinka programme and the construction of the Savannah Dairy in Nyagatare (with
MINAGRI as the operator and main owner), small slaughter houses, and veterinary
pharmacies.

Crop intensification. The support for crop intensification, both under PAPSTA and
PDRCIU, has contributed to increased agricultural productivity, as demonstrated by
recorded yield increases of 50 per cent to 500 per cent in the major food crops.
The support interventions include (i) use of improved seed and chemical fertilizers,
(ii) adoption of improved cultivation methods, (iii) seed multiplication, and

(iv) training. PAPSTA has within the framework of CIP supported intensified
production of amongst others maize, beans and Irish potatoes and has in addition
introduced kitchen gardens for production of vegetables. PDRCIU has worked
together with RADA and ISAR on pineapple, bananas, beans sunflower, maize, and
rice. PDCRE has made contributions to increasing productivity and improving
quality of the two traditional exports, coffee and tea: some 16 million coffee
seedlings have been distributed to farmers (more than initial target) and close to
80,000 coffee farmers have been trained, while some 9 million tea seedlings have
been distributed (89 per cent of target). The increase in production and
productivity and the quality improvements will primarily emerge after project
closure as the plants come into full production.®?

Marshlands and irrigation. PAPSTA and KWAMP include (i) conversion of
marshland into irrigated crop production and introduction of an intensive rice
cultivation system into the marshland cultivation systems, and (ii) hillside
irrigation. In contrast to other areas, PAPSTA’s progress in construction and
improvement of marshland irrigation systems is lower than originally planned
because part of marshlands irrigation initially planned under PAPSTA is
implemented under the World-Bank-financed Rural Sector Support Projec Major
achievements have been made in introducing the intensive rice cultivation system
(Systeme de Riziculure Intensive, SRI) which was initially introduced and applied in
Madagascar. SRI allows for lower use of seed and water and has in the marshlands
of Rwabutaza and Kibaza doubled the yields from 3-4 tons/ha to 6-7 tons/ha.®*
Progress on hillside irrigation is less significant.®®

t.63

Rural finance — not effective. IFAD’s support for rural finance in PDRCIU,
PPPMER II and PDCRE has not been effective in terms of contributing to an
enhanced and sustainable access to rural finance. All three projects and all three
types of financial institutions involved (the government-owned bank [Banque
Rwandaise de Développement], the Union of People’s Bank [Union des Banques

62 PDCRE has also under its “new cash/export crop component” introduced patchouli and sericulture

as new cash crops and funded trials and training in geranium, castor oil, and pyrethrum. The new cash
crops are still at their initial fragile development phase.

63 In PAPSTA, the implementation works of about 60 ha (3 marshlands) recommended during the
mid-term review will start in august 2011 for a 4-month implementation period at Nyamagabe, Gakenke
and Ngororero Districts. Also 600 others ponds were planned by Kwamp to be constructed during the
period of 2011 to 2014. PAPSTA and KWAMP have implemented about 176 ha of marshland
development and 2dykes (December 2010). The implementation process for dykes and 800ha hillside
irrigation schemes is planned to start in August 2011.

64 KWAMP has made a rapid start on constructing the dykes/dams for the Cyunuzi and Sagatare
marshlands which will allow cultivation of 172 ha with rice and high value crops such as onions,
tomatoes and soybeans. This rapid start-up was made possible by designs and preparations undertaken
by the Rural Sector Support Project (RSSP) funded by the World Bank.

65 PAPSTA has constructed 20 small dams/ponds while KWAMP has constructed 130 ponds in Kirehe
district by May 2011. KWAMP is in the process of constructing 14 ponds for collection of rainwater that
may be used during the dry season and when there is a water shortage. The ponds are fitted with
mechanical pumps which appear difficult to use and maintain. Gravity systems, which are easier to use
and less costly, have been introduced (early in 2011) in more than 100 ponds implemented under
KWAMP as well as PAPSTA.
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Populaires du Rwanda (BPR)] transformed into the commercial bank BPR, and the
MFI Duterimbere) have high delinquency ratios in the portfolio financed by the
project credit lines. The limited achievements are particularly disappointing
because Rwanda has a population density in rural areas that in principle should
make it feasible to partly use urban microfinance concepts in rural finance. While it
is often argued that Africa cannot copy the success of Bangladesh in rural
microfinance because transaction costs are too high due to sparsely populated rural
areas, long distances between clients and poor infrastructure, this is not the case in
Rwanda which has densely populated rural areas and a relatively good
infrastructure.

In contrast to “soft” support to financial institutions for developing their capacity to
handle risk and new types of clients and mobilize savings, targeted credit lines are
usually of limited effectiveness, in particular in situations, such as in Rwanda,
where there is ample liquidity (in particular in BPR) and where, as in the case of
IFAD's support, the revolving funds lose value due to loan recovery problems and
inflation. Generally, it has been difficult for IFAD to find partners for its targeted
credit lines with IFAD-determined subsidized end-user terms, and some of those

who were co-opted became “reluctant partners”.®®

In the case of PDCRE'’s cooperation with BRD, a recent loan restructuring was
introduced as an emergency measure to cope with massive defaulting. This has
brought the delinquency ratio down to zero as no repayments have as yet fallen
due. In the case of PDRCIU’s cooperation with Duterimbere, delinquency ratios of
the six outlets ranged from 18.3 per cent to 45.1 per cent in January 2010,
averaging 31.7 per cent (un-weighted). However, with recent massive recovery
efforts (which Duterimbere says it is unable to sustain in the long run),
delinquencies were brought down to a range of 7.5 per cent to 14.7 per cent.

Rural enterprise development — effective support but many fragile
enterprises. The main support has been delivered by PPPMER II while PDCRE has
supported cooperatives and enterprises in the export/cash crop value chains.
PDRCIU also had a budget for supporting rural non-farm enterprises but in the
spirit of promoting synergies, cooperation was developed with PPPMER II being the
“expert centre” in this field and therefore in a better position to execute some of
the activities included in the PDRCIU budget.

PPPMER 1II is supporting two main areas: (i) capacity development of micro and
small enterprises (MSEs) through training and Business Development Services
(BDS); and (ii) vocational training primarily through an apprenticeship programme
and support for apprentices to start their enterprise. By the end of 2010, PPPMER
IT had provided capacity development support to more than 6,000 MSEs (4,666
individual enterprises and 1,348 cooperatives or associations) with a total of
41,923 members.®” Through its cooperation with the public RCA, support has been
provided for training of more than 8,000 cooperative members. The supported
MSEs are in many different trades such as carpentry, welding, tailoring. commerce,
beekeeping, and pottery. The field work of this evaluation confirms the findings of
project-contracted surveys®® that the capacity development support to the MSEs
indeed has been successful. Cooperatives members have received functional
literacy training which allowed them to participate in training in marketing,

66 For example, BRD pulled out of two projects: at the transition from the first to the second phase

of PPPMER, and between two phases of PDRCIU. In PDCRE, BRD was persuaded to provide term finance
to immature cooperatives and, in the case of coffee cooperatives, for oversized coffee washing stations,
resulting in a non-performing portfolio and its restructuring as an emergency measure. This in turn has
led to a substantial downsizing of fresh credit. BRD informed the Evaluation Team that it will not
continue extending privileged access to PDCRE-supported cooperatives when the project ends. Also BPR
is not likely to be a future IFAD partner for credit lines as deposits provide it with more than sufficient
liquidity for its lending activities.

67 PPPMER II Self-Assessment Report, November 2010.

68 CIBLE, 2008, PPPMER II Impact Assessment.
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business planning, cooperative management, basic accountancy. Two successful
cooperatives in the Northern Province: COVAGFA (processing and marketing of
passion fruit juice) and COPAV (handicrafts) were mostly formed of former illiterate
people but are now successfully and aggressively accessing new markets for their
products.®®

Under the apprenticeship programme, the project is financing the cost of placing a
youth as apprentice with an enterprise, mainly in the local area.”® In addition, the
project has financed more formal training of apprentices in management and
accounting, marketing. By late 2010, the project had significantly surpassed the
original target and financed 6,519 apprentices (women 57 per cent) with
satisfactory contributions to the objectives, in terms of developing (i) the
enterprises which deliver the training, and (ii) the working career of the
apprentices. According to the Impact Assessment (CIBLE, 2008) contracted by
PPPMER 1I, 46 per cent of the “graduated” apprentices had created their own MSEs,
28 per cent had been employed by MSEs operating in the apprentices’ zone of
residence, and 11 per cent had got jobs in urban areas, while 15 per cent were still
looking for jobs.

Market linkages have been promoted by financing the participation of MSEs in trade
fairs and training cooperatives in selected lines of production, e.g. basket making,
with some positive results. Financing has also been provided for
construction/renovation of 15 artisans’ houses, used as showroom and sales point
for several cooperatives. While the above-mentioned support has raised the
capacity of the MSEs, many remain fragile as indicated by the baseline situation
compared to the 2008-situation (CIBLE, 2008). As illustrated in table 8 below,
there has been a movement towards the categories with higher capacity but close
to half of the MSEs (surviving and emerging) do not have a foundation that ensures
their long-term survival. Furthermore, it should be highlighted that the movement
towards the stronger categories may be partly explained by the inflation which is
not accounted for. Also among the “growing MSEs” it is likely that there will be
some mortality.

Table 8
Developments in MSE categories of different capacity

Baseline 2008
Category and typical characteristics Per cent of total
“Surviving MSEs”: savings/capital less than RWF15,000 (US$25), often unemployed 32 5
and uneducated rural women and youth engaged in informal trade
“Emerging MSEs”: micro entrepreneurs, savings/capital RWF15,000-150,000 (US$25- 57 41
US$254), no permanent production facility, seasonal activities, traditional know-how
“Growing MSEs”: capital of more than RWF150,000 (US$254), mostly up to RWF 1.5 11 54

69 PPPMER 1I has also invested considerably in training of cooperative members and internal study

tours and according to a survey (CIBLE, 2008) with positive outcomes. (i) 70 per cent of cooperatives
have basic accounts; (ii) 78 per cent of cooperatives have opened their own bank account; (iii) 71 per
cent of cooperatives have an inventory of their material and equipments; (iv) 88 per cent of
cooperatives have developed a business plan, facilitating their access to bank financing and (v) 97 per
cent of cooperatives have improved their managerial performance. However, according to the trainees,
the outcome would have been even better if the training had been for a longer period, the training
modules had been better adapted to the knowledge level of trainees, and the modules had been
distributed to the trainees to help them practice in daily operations what they had been taught. PPPMER
IT has also supported cooperatives with business development services provided by (project-paid) 35
Rural Enterprise Advisors. While the intention was that the MSEs gradually should pay an increasing
share of the service fees, this has not yet happened.

70 When the enterprise is located in the area where the apprentice lives the project pays
RWF10,000 per month for six months, a total of RWF60,000 (~US$103), which is an extremely cheap
way of vocational skills development. However, when the apprentice is attached to an enterprise outside
her/his residence the cost increases to an estimated RWF220,000 per month while the cost for training
at vocational training centres is estimated at RWF80,000 per trainee per month.
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million (US$2,540) but a few with more, fulltime engaged in enterprise, modern know-
how, permanent facilities, may serve as master trainers in apprenticeship programmes

Source: Technical Working Paper based on CIBLE 2008, table 4

PDCRE had the objectives of developing primary cooperative societies of coffee and
tea growers as well as processing and marketing enterprises in the private sector
but ultimately controlled by the primary societies. The IOE interim evaluation found
that the established cooperatives were democratically managed but with cases of
administrative incompetence and mishandling of funds. As for processing and
marketing enterprises, the ultimate objective of control by primary societies was
not achieved. Parchment coffee from the cooperative coffee washing stations is
being hulled by private plants; and in the tea sub-sector, it was decided to apply a
public-private partnership approach after a government decision to privatize all tea
factories. The decision to go for private operators of more complex processing and
marketing operations was partly based on considerations that cooperatives are still
too weak to handle such operations and that private operators are more efficient.
However, both the cooperative and the private model have risks in terms of
contributing to increasing the farmers’ share of the market value. While the
cooperative model may reduce the farmers’ share due to inefficiencies, the private
model, though more efficient, may do so due to lack of competition, allowing one
or two companies to pay farmers low and unfair prices.

Infrastructure — effective but operation and maintenance issues. Overall,
the portfolio has implemented the investments in public and community
infrastructures as planned, and generally the infrastructures are serving their
objectives, however with some exceptions. In PDRCIU, the roads are still in a
relatively good condition, despite lack of maintenance, and provide communities
with access and cheaper access to markets and services. The significant investment
in water structures is only partly providing people with permanent access to
drinking water. The majority of water pumps were by late 2010 not operational
while the gravity schemes had problems of supplying sufficient water during the
dry season due to an insufficient source. However, a major effort is being
undertaking at the end and during an extension of the project to rectify these
problems. Water structures for cattle are operational but lack of maintenance is a
risk for the future. The buildings for public administrations (districts and sectors)
serve their purpose while the buildings for women are mainly used by the sector
administrations. In PAPSTA, the CCIs have yet to demonstrate an effective and
sustainable contribution towards knowledge, skills and technology transfer to
farmers in their command area. In KWAMP, the Kirehe district administration
building, rapidly constructed during the project start-up phase, is likely to serve its
purpose.

Institutional development — fragmented and issues at local government
level. It is challenging to determine if an institution has become more effective in
achieving its mandate and if any notable change can be attributed to IFAD’s
support. At the central government level, the main and most systematic support is
delivered by PAPSTA, which under two sub-components provides: (i) strategic level
support to MINAGRI and the agricultural sector; and (ii) central level capacity
building, mainly for MINAGRI.”* In spite of delays, this CPE finds this sub-
component effective towards improving the strategic framework for the agricultural
sector. The second sub-component supports the development of technical,
managerial and institutional capacity required for the sector’s restructuring and

7 The first sub-component has supported (mainly through technical assistance, including

consultancies) work on PSTA II and the SWAp as well as the development of MINAGRI's new structure,
including the new Rwanda Agricultural Board (RAB) and the National Agricultural Export Development
Board (NAEB).
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effective performance of its functions.”? It has tried to design a comprehensive
package of capacity development support based on needs assessments but this has
not been fully achieved.”® Yet, the financed overseas education and the trainings
are likely, over time, to contribute to strengthening the central level capacity.

PPPMER II was designed with a sub-component that was to assist MINICOM by
establishing a national stakeholder platform for exchange of information and advice
on policy, institutional and legal issues relevant to SME development. A forum for
consultation and exchange among partners and stakeholders has been established
and probably contributed to the development of the institutional framework for
SMEs.”* PPPMER II has assisted MINICOM in developing the legal framework for
SMEs, supported the functioning of “the artisanal secretariat” (Sécretariat de
I'artisanat), and late in the implementation (September 2009), a MoU was signed
with the government RCA to strengthen its capacity.

At the local government level PDRCIU has made the main contributions while
KWAMP is designed with major support for developing the capacity of Kirehe
district. The contribution of PDRCIU has mainly been in the form of hardware,
buildings and computers. Though some technical assistance and training has been
provided, there has been no systematic effort of improving the capacity of staff or
introducing more effective management and operational systems. Generally, there
seems to be an absence of an overall plan for developing the capacity of district,
sector and cell administrations, a plan that could be used for harmonising the
capacity development support provided from government and development partner
resources.

PAPSTA/KWAMP. The CLGSs, connected to the grass roots through local Resource
Persons and Village Liaison Persons (Relais Villageois) being introduced by PAPSTA
and KWAMP represent a new and innovative element of the rural institutional
framework. Their objective is to better coordinated planning at watershed level.
However, the CLGSs are not yet part of the official local government structure.”®
Within the PAPSTA/KWAMP,”® there is concern that the CLGS as a concept lacks
clarity, that the composition, responsibilities, and powers of the CLGS need
clarification, and that the sustainability after the project is uncertain. Rather than
enhancing the process of developing the local government capacity, especially at
sector and cell level, the CLGS may actually be counterproductive by taking on
functions that are within the mandate of sectors and cells.

The development of the capacity of cooperatives is present in all five projects and,
overall, the support has only been partly effective in terms of developing viable and
sustainable cooperatives. As in the case of the support of PPPMER 1I, the general
picture is that capacities have been developed but weaknesses remain. In the case
of PAPSTA, the IFAD implementation support mission noted in March 2010 that “six
of the 12 cooperatives trained so far are in crisis”. The interim evaluation on PDCRE
noted that “challenges remain related to managerial issues”.

72 The sub-component has financed 50 masters’ degree studies overseas, much needed in some of

the agricultural boards, in the district administrations and perhaps among private service providers. The
sub-component is also financing short-term training based on gap analysis.

73 A functional analysis was only being completed in 2010, and a study on developing a human
resources and capacity development programme has not been utilised (IFAD Implementation Support
Mission, 2010).

74 In the terminology of MINICOM, the “S” includes small as well as micro enterprises.

75 A Local Watershed Management and Supervision Committee (CLGS) is usually chaired by the
Vice Mayor responsible for economic affairs, assisted by a Vice President usually an Executive Secretary
from an administrative sector in the watershed. A project officer provides the secretariat. The other
members are executive secretaries of other administrative sectors as well as opinion and business
leaders in the watershed, for example presidents of cooperatives and associations. All the CLGS
members are volunteers and the CLGS is an external body with respect to the local administration.

76 CLGS : a Community-Driven Decentralisation Institution, Internal Document, MINAGRI Nov.
2010 ; and PAPSTA MTR, 2009, Annex 3, page 7, paragraph 24.
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Support for establishment and capacity development of user/beneficiary groups
and committees is a major element of PDRCIU while also PAPSTA and KWAMP
include support for watershed committees and (irrigation) water user associations.
PDRCIU initially neglected the capacity development of road brigades and water
user committees, and did not invest in establishing user groups or committees of
livestock owners using the valley dams and tanks. At the end of the project, it
became obvious that this neglect had a very negative effect on the operation and
maintenance, and a special effort is being made in the last months of the project to
rectify the situation. In PAPSTA, efforts are made well before the irrigation scheme
comes into operation to establish and develop the capacity of the future irrigation
scheme users. Investments are also made to train farmers in the Intensive Rice
System (SRI), an innovation imported from Madagascar.

Youth. With a population growth rate of about 2.8 per cent p.a., Rwanda has a
very young population. The median age is 18.7 years and about 43 per cent of the
population is below the age of 15. With the rapid improvement of education, many
rural young people do not see their future in agriculture and the village, at least
not in terms of cultivating the soil with a hoe. They want to put their education to
good use. Many of the cooperatives and farmer associations visited by the CPE
team had educated young people in the management positions. Furthermore, with
the very small landholdings and a land law that discourages further fragmentation,
most of the children in a large family would need to seek their income from non-
farming activities. Within IFAD’s portfolio, PPPMER II has had the most significant
outreach to the rural youth and helped many young people to get a job or start a
business outside farming. However, also the agricultural projects (KWAMP, PAPSTA,
PDCRE/PRICE) may potentially make a significant contribution to non-farm
employment by providing much needed support for agricultural value chains,
creating jobs in processing and marketing.

Effectiveness is rated satisfactory (5) across the portfolio, with two projects
individually rated as moderately satisfactory (PDRCIU, PDCRE) and two as
satisfactory (PPPMER-II, PAPSTA). The latest project (KWAMP) is too recent for a
full assessment of effectiveness (see annex 1). The overall rating takes into
account improvement in effectiveness in more recent projects.

Efficiency

Efficiency is understood as the proportion between resources invested and outputs
and results achieved. The economic internal rate of return is sometimes used as an
indicator, comparing its estimated value at the design, and at completion or post-
project stages. However, due to lack of data this has not been possible in this CPE.
Instead, information on efficiency has been organized according to timeliness in
project start up, in disbursing and implementing the components, unit costs and
management cost ratios. In terms of delivering planned outputs and activities with
satisfactory quality and according to schedule and budget there is variation
between the five projects, which may partly be explained by differences in the
complexity of design and different strengths and weaknesses of the PCUs,
implementing partners, and contracted service providers.

The overall picture is positive, with the exception of PDRCIU during the first two
thirds of its implementation period. However, late in the implementation period
PDRCIU has improved its performance but too late to address all deficiencies of the
past. Indeed, PDRCIU has been the only “problem project” in the portfolio. The
design was extremely complex comprising a wide-ranging support menu which it
required a significant capacity to deliver. Given that a large part of the project area
was newly settled, such capacity was not available among local government
administrations, private contractors, and services providers. Also, it was difficult to
attract competent staff to the PCU which furthermore experienced high staff
turnover. While the PCUs for the other four projects are located in the capital Kigali,
the PCU for PDRCIU is located in the rural town Nyagatare which is not the first
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choice of persons with an academic degree. Several re-organizations of the district
structure were implemented, thus changing the implementing partners, i.e. the
districts. Finally, the Flexible Lending Mechanism was not helpful as it induced the
PCU to focus on the numerous quantitative triggers in the Loan Agreement, while
neglecting the “soft aspects” such as building the capacity of user groups and
partners, which in turn had the consequence that many of physical structures are
poorly maintained and managed, and therefore not delivering the anticipated
benefits.

At the opposite end, PAPSTA and KWAMP have had very efficient implementation
performance, and both received in 2010 a prize for being the best managed and
performing projects in the East and Southern Africa region. The two projects are
managed by the same PCU which has allowed for a rapid start-up of KWAMP. Apart
from a generally well-functioning PCU, this evaluation finds that a special
outstanding feature is the efficient procurement and contract management which
ensures that contractors and service providers deliver what they are supposed to.
Many of the activities of the two projects are implemented by private contractors
and public and private service providers. However, in the case of PAPSTA, the
efficiency in managing the DFID grant has not been as expected during design, due
to amendments and delayed disbursements.”’

On several efficiency indicators, the on-going portfolio in Rwanda performs better
than regional and global IFAD averages. The time from the approval of the project
by IFAD’s Executive Board till the project becomes effective averages for the five
projects 8.3 months while the average for the East and Southern Africa region is
11.8 months and globally 12.5 months. Furthermore, it should be noted that for
the two most recent projects, PAPSTA and KWAMP, the time had been reduced to
6.8 and 7.6 months respectively (table 9).

Reasons for improved managerial efficiency of projects include not only stronger
institutional capacity of national institutions and more transparent procurement and
implementation procedures but also enhanced support by IFAD through direct
supervision and country presence. This topic will be further developed in chapter V.

In Rwanda, there is a special urgency to deliver rapid results, and views were
expressed by government officers and members of government that project periods
should be shorter, maximum four to five years, instead of 10 years as in the case
of PDRCIU. Given Rwanda’s recent history, this is understandable and may also be
feasible for a number of physical investments considering the overall efficient and
target-oriented performance of Rwanda’s public sector. However, very short project
periods may not be appropriate for addressing the challenges of building (from
scratch) viable rural institutions, such as cooperatives with members having only a
very basic capacity.

77 The DFID-IFAD MoU of March 2007 already had to be amended in October 2007 allowing
disbursements for two other sub-components. In spite of the October 2007 amendment to the MoU, a
three months extension (1 April — 30 June 2010) had to be agreed to try to utilize the unspent balance.
However, by the end of the extended grant period, an amount of UK£1.0 million (a third of the grant)
still remained unspent, and thus “lost” as DFID could not consider a further extension due to MINAGRI's
inability to present a plan for how to move forward towards the SWAp.
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$?r?1lgt% effectiveness, time overrun and adjusted disbursement rates
Time between EB approval Difference between Adjusted
and declaration of original and actual project disbursement rate
Project “effectiveness” (months) closing (months) (%)
PDRCIU 7.0 6.0 110%
PDRCIU twin project 10.8 0.0 62%
PPPMER II 9.3 0.0 100%
PDCRE 9.1 12.2 82%
PAPSTA 6.8 0.0 123%
KWAMP 7.6 0.0 140%
Average above projects 8.4 3.0 95%
Average earlier projects in 15.7 40.0
Rwanda
Regional average 11.8 16.7
IFAD average 12.5 16.5

Disbursement rate adjusted for project duration as of March 2011. For example, if a project has used 50 per cent of its
implementation period and 50 per cent of its budget, the adjusted disbursement rate is 100 per cent.

® Most of the projects considered by the current CPE are still ongoing and this estimate is likely to understate future
overrun

Source: CPE elaboration from PPMS (March 2011)

With respect to the share of project management costs in total costs, the average
(at design) for the five projects was 9.6 per cent, which is lower than normal for
IFAD. This average covers over wide variations with PPPMER II having (at design)
18 per cent while KWAMP had only 5 per cent. PPPMER II was designed with zonal
PCUs in addition to the central PCU and part of the management budget is in fact
services for MSEs. The low percentage for KWAMP is mainly obtained by having the
PAPSTA PCU serving also as PCU for KWAMP. Normally PCU budgets at design are
surpassed during implementation and it is still too early for some of the projects to
determine if this also will be the case for them. However, in the case of PDRCIU,
which is close to completion, the cumulative management costs are significantly
higher than the budget at design.

With respect to unit costs of the investments and services financed by the projects,
this evaluation did not encounter any significant cases of major deviations from
averages in Rwanda. However, cases of poor performance by contractors are not
uncommon, both in terms of quality and delays, especially in PDRCIU (water
structures). Sometimes, the delays were caused by lengthy payment procedures by
the projects: many small contractors have limited liquidity and if not paid on time,
they have to reduce the level of activity at the construction site.

Across the portfolio, efficiency is rated as satisfactory (5). In terms of individual
projects the rating is moderately unsatisfactory for PDRCIU, moderately
satisfactory for PDCRE, satisfactory for two projects (PPPMER-II, PAPSTA) and
highly satisfactory for the most recent project (KWAMP, see annex 1).

Rural poverty impact
Methodological issues

Impact is arguably the most daunting criterion to assess for an evaluation as the
analysis is typically constrained by the paucity of data and methodological issues
such as attribution: inferring that certain results are (at least in part) due to the
IFAD-supported development intervention. In this context, it should be highlighted
that Rwanda overall during the last 10 years has experienced improvements in
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socioeconomic indicators as well as major improvements in food security during the
last three years. This evaluation uses information collected in the field by the
evaluation team through focus group discussions (including a rapid CPE field survey
in the PDRCIU areas conducted before the main mission) as well as impact
assessments undertaken by the projects. Normally, evaluations of IFAD’s projects
are constrained by absence of impact assessment surveys but in the case of
Rwanda, such surveys have been conducted in four of the projects, though with
varying quality.”®

Many of the impacts of the current portfolio will only emerge in the future, even for
projects approaching completion, i.e. PDRCIU, PDCRE and PPPMER II. For example,
the main impacts from the plantings of coffee trees and tea bushes under PDCRE
will only be realized in a few years when the plants come into full production.
Though PDRCIU started some 10 years ago, many of the agricultural interventions
that have direct impact on households were only initiated a few years ago.
Similarly, the impacts of PAPSTA, after 4.5 years of implementation are just
emerging, allowing for only a tentative assessment. KWAMP is in its initial stage of
implementation and hence, while outputs are emerging, impacts cannot yet be
estimated. In PPPMER II some of “impacts” may not be sufficiently consolidated to
be defined as impact and may rather be regarded as immediate outcomes.

Household income and assets

The main direct impact on household income and assets has been obtained in the
support for agricultural and livestock interventions (PAPSTA, PDCRE, PDRCIU), non-
farm rural enterprises (PPPMER II), and feeder roads (PDRCIU). Support for
developing the capacity of the rural poor and their organizations as well as for
providing people with access to safe drinking water may have important but more
indirect impacts on household income and assets, and are assessed in the next
section under human and social capital and empowerment. Microenterprise
interventions (PPPMER II) have reached out to the poorest people, unemployed
rural women and youth, landless and orphans. Some of the activities of PDRCIU
have also impacted on the poorest while PDCRE and PAPSTA primarily benefit the
economically active poor: Coffee and tea farmers have incomes above the national
average and 87 per cent of PAPSTA beneficiary households have more than 0.6
hectares of land, i.e. more than the national average.”®

In the case of PDRCIU, there is no adequate and comprehensive information on
trends in the income of beneficiary households but national data show that the
Eastern Province overall has experienced the most significant poverty reduction, to
which PDRCIU and many other efforts and factors may have contributed. For
example, the construction and rehabilitation of feeder roads has provided access to
markets, opening up new areas of cultivation, and services and significantly
reduced transport costs (table 10). Investments in other structures (livestock
market places, slaughterhouses, seven milk collection centres, and a dairy
processing plant at Nyagatare) have also made contributions to raising household
incomes by providing a market outlet and better prices. Livestock owners have also
benefited from establishment of 58 valley dams providing permanent water for
their livestock, and a number of investments in animal health reducing livestock

78 PDRCIU’s initial design and log frame were not clear and a baseline survey was not undertaken.

The project only developed an adequate M&E system after eight years of implementation. An impact
survey was undertaken in 2008. this survey compared households with and without the project but
could not provide a comparison of the situations before and after the project support because a baseline
was missing. Moreover, the survey results were contested by the PCU on the ground that sampling had
not been carefully conducted and some of households classified as “households with project” were not
beneficiary households. Problems were also found in the case of PAPSTA. a baseline survey was
carried out in January 2006 but the 2009 follow-up survey considered only a part of the original
indicators, creating problems of comparability. In PDCRE and PPPMER 1II, the impact surveys were
accepted by the respective PCUs.

7 Bestej (2010), Evaluation de Iimpact des activités du PAPSTA, p. 23.
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mortality. The support for introducing new crops (pineapple) and raising yields of
traditional crops (maize, banana) has also made important contributions to
household income. For example, for pineapple an average yield of 19,000 kg/ha is
obtained providing a gross revenue of RWF3.2 million which allows some producers
to employ seasonal labourers, paying them RWF1,500 to RWF2,500 per day — well
above the daily income poverty line.

Table 10
PDRCIU - Impact of road rehabilitation on transport costs

Distance Transportation Cost (1999 — 2000) Cost (2009 — 2010)

means RWF uss$ RWF Uss$

Nyagatare- Rukomo Motorcycle 2000 -2 500 3.36 -4.20 800-900 1.34-151
(17 km)

Car - - - -

Gabiro — Ngarama Motorcycle 2 000 — 3 000 3.36 - 5.04 800-1000 1.34-1.68
(20 km)

Car 9000-10000 15.12-16.80 2500-3000 4.20-5.04

Source: CPE Field Survey (November 2010)

PDCRE — emerging impact. The coffee and tea growers who benefit from
PDCRE’s support obtain about 30 per cent of their income from coffee and tea and
the remaining part from other crop production, livestock, and paid work. Thus,
changes in their household income and assets may be attributed to other activities
than coffee and tea, and indeed the main income stream from the project-
supported plantings will only emerge in the next years as the trees and bushes
reach maturity. However, it is safe to say that PDCRE’s support for the cultivation
and for the processing and marketing, which provides farmers with better prices,
has made a contribution to a number of improvements observed in the CIBLE
survey and highlighted in the IOE interim evaluation.®° PDCRE has also an indirect
impact on the income of poor and landless households through seasonal work: 500
to 1,000 persons in the coffee cooperatives while some 1 800 in the Nshili tea
factory. Salaries, though low, supplement the household income of these families.

PAPSTA — cases of significant impact. With three more years remaining,
PAPSTA can already demonstrate some significant impacts in its pilot zones,
according to findings of the 2010 impact evaluation®! which are generally in line
with the observations of the evaluation team during its field visits. A number of
socioeconomic indicators showed improvements for the beneficiary households
from 2006 to 2010, as seen in table 11. Furthermore, 88 per cent of interviewed
households were of the view that PAPSTA had had a positive impact also on non-
beneficiaries. However, the socioeconomic improvements cannot be attributed
entirely to PAPSTA as other programmes (VUP, Ubudehe) are also providing
support in the PAPSTA pilot zones.

These socioeconomic improvements are the result partly of higher crop yields and
partly of PAPSTA’s support for integrating livestock into the natural resource
management of the watershed which has had an immediate and significant impact,
in particular the support for “one cow per poor family”.8? Calculations®?

80 “The proportion of households that have roofs covered with brick tiles has risen by 13 percentage

points and those with sheet metal (corrugated iron roofs) by 12 percentage points. Before the project,
68.5 per cent of households had a radio, but in December 2009 the figure was 80 per cent for the
cooperative members in PDCRE-supported households. The number of households that had a bicycle
increased at the same time from 10.5 per cent to 15 per cent. The households that had a toilet
increased from 81 per cent to 96 per cent”.

81 BESTEJ, February 2010, Evaluation de I'Impact des Activités du PAPSTA, Rapport Définitif
(Corrigé).

82 By the end of 2010, PAPSTA had distributed more than 2,000 dairy cows and inseminated about
14,000 local breeds to improve the genetic quality. In addition to receiving the cow, the beneficiary is
assisted with construction of a stable, planting of fodder grasses and trees, training and veterinary
services.
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demonstrate that with one cow, providing a daily milk production of 10 to 15 litres
of which part is used for household consumption while another part is sold, a very
poor household experiences a significant jump in income (+100 per cent) and
nutrition. In addition, the manure from the cow contributes to increasing crop
yields. The evaluation team met several of the cow beneficiaries, and it was
obvious that their lives had been changed. PAPSTA has also distributed small
livestock (goats, pigs, rabbits) to people with too limited or no land for feeding a
cow. These animals have supplemented the household’s income and nutrition but
have not had the same life-changing impact as that of a cow.

Table 11
PAPSTA beneficiaries — changes in asset and consumption indicators

2006 2010 Variation
per cent of surveyed percentage
Indicators households points
Own chairs in the house 23.0 28.1 +5.1
Have house with thatched roofing (instead 315 5.7 -25.8
of iron sheets and bricks)
Have latrine 64.0 98.7 +34.7
Transport on foot 93.8 84.2 -9.6
Own a bike 6.0 15.2 +9.2
Own motorbike or car 0.2 0.9 +0.7
Not wearing shoes 55.2 20.6 -34.6
Have purchased the land 18.0 23.2 +5.2
Own at least one cow 53,8 64,0 +10.2
Own at least one goat 62.0 62.1 +0,1
Own at least one sheep 65,1 75,0 +9,9
Consume meat at least once per week 2.1 44.9 +42.8

Source: PAPSTA, 2010 Impact Survey

PPPMER II — highly positive impacts, but lasting? The impact survey (CIBLE,
2008) compared the baseline of 2004 with the situation in 2008 as well as
beneficiaries with non-beneficiaries, and found that household incomes from the
benefiting MSEs had increased. It is highly probable that this positive trend has
continued since 2008. From 2004 till 2008, the percentage of households under the
poverty line (RWF600~US$1 per day) had decreased from 28 per cent to 14 per
cent while at the opposite end of the range, the percentage of households with
daily incomes of more than RWF 2,400 (~US$4) had increased from 19 per cent to
28 per cent.®* Higher incomes have allowed many MSEs to buy land and houses.
The apprenticeship programme is also likely to have boosted impact on household
income as 85 per cent of the apprentices have found employment or started their
own enterprise. However, many enterprises are still small and weak and may not
survive in the long run. Though MSE beneficiaries had higher monthly turnover
than the comparator group of non-beneficiaries - close to 75 per cent of the MSE
beneficiaries had a modest monthly turnover of less than US$170.

Impact on household income and assets is rated as satisfactory (5) across the
portfolio, with individual ratings of satisfactory for two projects (PDRCIU and

83 CPE Technical Working Paper on Agriculture and Natural Resource Management.

84 Please note that these figures overstate the changes as they do not take the inflation into
account.
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PPPMER-II), moderately satisfactory for PDCRE and highly satisfactory for PAPSTA
(see annex 1).

Human and social capital and empowerment

The support for cooperatives, associations, and beneficiary/user groups is assessed
in this section as part of social capital and empowerment while the support for
developing the capacity of government institutions, including local government, is
addressed under Institutions and Policies. All the projects evaluated for impact
have supported the development of the capacity of cooperatives. Improvements
have been achieved but there is a long way to go, even beyond the projects,
before the majority of cooperatives become self-reliant and viable, and well
governed and managed.

PDRCIU had a better impact on human capital and a relatively modest one
on social capital and empowerment. PDRCIU neglected the development of
user/beneficiary groups during most of the implementation period but tried to
rectify this just before project closure. Often the emphasis was on the physical
rather than the social capital. For example, women’s centres were built but little
was done to develop and empower women’s organizations. PDRCIU also supported
the capacity development of cooperatives but it was not a systematic long-term
effort. PDCRIU achieved better results in its cooperation with PPPMER II on MSE
development. On the positive side, it should be mentioned that PDRCIU has
supported the Unity & Reconciliation process through organizing workshops,
solidarity camps, and it has also provided capacity development support for the
National Youth Council. PDRCIU has had a more significant impact on the
development of human capital and the/skills of individuals. Farmers have obtained
skills to cultivate new crops and to apply improved crop husbandry for traditional
crops, raising the yields. Livestock owners have been taught new skills and credit
beneficiaries have been trained. PDRCIU has also undertaken a large investment in
adult literacy benefiting some 26,000 individuals.

PDCRE — improved skills but weak cooperatives. Through support for
extension and training, PDCRE has improved the skills of coffee and tea growers,
resulting in higher yields and better quality. The specialty coffee depends also on
the technical skills at the coffee-washing stations. The skills acquired for sericulture
are all new, both for the farmers in mulberry growing and for the persons operating
the cocoon production houses. The cooperatives’ staff and committee members
have improved their skills, but according to the interim evaluation, the reputation
of the cooperative management in administration and financial matters remains
poor. Many committee members have short tenures because they are found to
have mismanaged their cooperatives. Another reason is that it is not easy for
people with little or no business experience, inadequate reading skills, and no
financial experience to run cooperatives. Though cooperatives have been
empowered, there is still a long way to go before local cooperative leaders would
have real influence at the national level, for instance, by participating in meaningful
negotiations on producer prices.

PPPMER II — improvements but still weak MSEs. PPPMER II has improved (to
different degrees) the capacity of more than 6,000 MSEs including 1,348
cooperatives or associations. Special attention has been given to cooperatives, and
the capacity development support has often started with the basics, enabling
members to read and write through a large functional literacy programme which
created the basis for providing skills and management training. While many of
MSEs have improved their capacity, they are still weak. In the 2008 Survey, some
70 per cent of respondents said that they tried to maintain a cash book, but this
evaluation found that most of the visited MSEs are still unable to prepare proper
accounts. Similarly, though 56 per cent of the respondents in the 2008 Survey said
they had improved product quality thanks to the project support, this evaluation
finds that there is considerable room for improving quality and design. In terms of
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human capital, there is no doubt that PPPMER II has provided thousands of MSE
entrepreneurs and workers as well as more than 6,500 young apprentices with
useful skills.

PAPSTA. In its pilot zones, PAPSTA has trained cooperatives in management and
in technical disciplines (livestock, nurseries, rice production). In the support for the
“livestock-pass —on-scheme”, the beneficiaries have been organized in cooperatives
which jointly have established veterinary pharmacies. PAPSTA (and KWAMP) is also
in the process of establishing Water User Associations (WUAs). Despite PAPSTA’s
capacity development support, many of the cooperatives and associations are still
weak, institutionally and financially, depending on PAPSTA's further support. For
example, some of the veterinary pharmacies have accumulated a level of debt that
threatens their future survival.

Impact on human and social capital is rated as moderately satisfactory (4) across
the portfolio, with individual ratings of satisfactory for PDCRE, moderately
unsatisfactory for PDRCIU and moderately satisfactory for PPPMER-II and PAPSTA
(see annex 1).

Food security and agricultural productivity

The most significant direct impact on food security and agricultural productivity has
been obtained from the agricultural interventions of PAPSTA and PDRCIU, and
partly PDCRE which, however, was not designed with the objective of improving
food security. Interventions resulting in improved household incomes, e.g. PPPMER
II, are indirectly contributing to improved food security but are not addressed in
this section. According to an internal evaluation, 93 per cent of the PPPMER 1II
beneficiaries reported that they had improved their nutrition.

PDRCIU — direct and indirect benefits. The agricultural support of PDRCIU has
covered selected areas of the Eastern Province but also outside these areas
interviewed beneficiaries stated that their food security had improved thanks to the
income earned from working of PDRCIU infrastructure projects. PDRCIU’s most
direct impact has been obtained from the investments in raising crop yields and
livestock production. In cooperation with the national agricultural research institute
(ISAR) and the crop extension agency, RADA, PDRCIU has introduced improved
seeds, new cultivation practices, and measures to protect and improve the soils. As
shown in table 12, these measures have resulted in very significant improvements
in crop yields.

Table 12
Crop yields before and after PDRCIU support

Crop Yield?
Before PDRCIU (2000) After PDRCIU (2010)
Banana 5 - 25 kg” 30 - 80 kg
Bean 600 — 800 kg/ha 2 000 - 2 500 kg/ha
Cassava 7 000 — 10 000 kg/ha 35 000 — 40 000 kg/ha
Maize 1 000 - 1 500 kg/ha 4 000 — 7 000 kg/ha
Rice 3 000 — 4 000 kg/ha 4000 — 7 000 kg/ha

% Yield range is presented: for each type of crop, various varieties with different yield properties are used.
® This is about the weight of a banana bunch and not about the output by unit of surface area.
Source: CPE Field survey and PDRCIU Internal Agricultural Report, November 2010

PDCRE — higher yields and improved food security but risk for the poorest.
According to the interim evaluation, the annual yield of coffee cherries has
increased from 2.9 kg to 3.3 kg per tree, and the quantity of high-quality coffee
cherries has grown from 54 tons to 1,489 tons in the PDCRE zones. The interim
evaluation also notes that it is not possible to assess the full impact of the project
on coffee and tea production and yields as the coffee trees and tea bushes are yet
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to reach maturity but, in the case of coffee, it anticipates that the production of
cherry beans may increase by up to five times. In the PDCRE zones, significant
improvements in nutrition and food security are recorded but cannot be attributed
entirely to PDCRE. During the lifetime of the project, the proportion of households
taking two meals a day has increased from 59 per cent to 74 per cent (from 5 per
cent to 11 per cent for those taking three meals). The interim evaluation also
noted, however, that for coffee and tea growers with limited land (<0.5 ha), there
was a risk that the expansion of tea/coffee production could be at the cost of food
security.®® The interim evaluation recommended: “In general, in conditions where
smallholders have very little free land, special attention or a subcomponent is
needed to ensure food security in PDCRE types of projects”.

PAPSTA — significant improvements in food security and productivity. In
PAPSTA's pilot zones the surveyed households reported improvements in food
security and nutrition, e.g. consumption of meat had increased from 2006 to 2010
(please refer to table 12 above). Several of the beneficiaries of “one-cow-per-poor-
family” report a daily milk consumption of five litres and also neighbours who have
not benefited from the scheme report that their children (<5 years) now have milk
regularly. With respect to food security reserves, the evaluation mission noted that
most of the warehouses constructed with PAPSTA support were full except for
Nyanza district. This can largely be attributed to the increase in yields and
production. For example, with introduction of the intensive rice cultivation system
(SRI), yields have doubled from 3-4 tons/ha to 6-7 tons/ha in the marshlands of
Rwabutaza and Gihaza. Measures to protect and improve the soils and intensify
crop production on the hills have increased yields of maize from 1.5 tons/ha to 4.0-
5.0 tons/ha and of beans from 0.6 — 0.8 tons/ha to 1.1 — 1.2 tons /ha. For
cassava and sweet potatoes, the increases are from 15-20 tons/ha to 30-40
tons/ha and from 15-17 tons to 25-30 tons/ha respectively.

These results are obtained from a combination of various techniques of
conservation and restoration of the soils, fertility improvements and the use of
improved inputs and cultivation methods.® This together with improved seed
varieties, chemical fertilizers and organic manure, integrated pest management,
and adherence to the crop calendar has facilitated the doubling or even tripling of
crop yields in the pilot zones.

Impact on food security and agricultural productivity is rated as satisfactory (5)
across the portfolio, with individual ratings of moderately satisfactory for PDRCIU
and PDCRE, and highly satisfactory for PAPSTA (see annex 1). Due to its early
implementation stage, no rating is assigned at this stage to KWAMP but this CPE
notices that it is likely to provide a strong contribution to food security.

Natural resources, the environment and climate change

Environmental impact. None of the evaluated projects are classified in Category
A, defined by IFAD as programmes or projects which can have damaging negative
effects on human beings and the environment, sometimes irreversible and going
beyond the project intervention zone. However, this evaluation finds that all the
evaluated projects pertain to Category B, i.e. programmes and projects which can
have certain negative effects but less important than category A and limited to the
project zone. The evaluation finds that if the projects had been presented for
approval today, they would, according to present IFAD guidelines, have required an

85 “The evaluation mission observed some problems, particularly with regard to the smallest tea

growers - that is, those with less than 0.5 ha of field, and often poor soil quality. Many tea growers
would have needed funds from other sources during the gestation period of tea bushes, because they
did not have enough land for both tea plants and food crops”. The same issue was identified for
farmers involved in sericulture.

86 The system is inspired by the landscaping in part of France, the “bocage”.
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Environmental and Social Impact Assessment.?” PDRCIU, PAPSTA and KWAMP have
negative as well as positive effects while PDCRE and PPPMER II involve some
environmental risks and negative impacts.

Positive effects. PDRCIU, PAPSTA and KWAMP contribute to reforestation and to
soil conservation and restoration through hedgerows, terraces and trenches for
erosion control. PDRCIU invested in reforestations (2,135 ha) along the tracks and
the roads completely modifying the landscape. PDRCIU also made a very significant
contribution to establishment of hedgerows around fields and homesteads. These
investments have several beneficial environmental effects including: (i) they serve
as windbreaks, useful in reducing soil water evaporation; (ii) they provide
mechanical retention of soils and thus avoid soil erosion; (iii) they contribute to air
purification and to carbon sequestration. Furthermore, in the future, the forests will
provide timber and fire wood of which there is a shortage in the Province. Likewise
in PAPSTA (and KWAMP), hedgerows planted along contour lines and around the
plots contribute to mechanic soil retention and soil enrichment in nitrogen through
the rhizobia symbiosis, and to increasing organic matter leading to soil structure
improvements and better water retention capacity.®® In addition, the use of the
biomass produced by these Pennisetum and Calliandra hedgerows contribute to
animal feeding, in turn producing animal droppings recycled on the lands to
improve their fertility. Regular analysis of soil samples taken from the PAPSTA pilot
zones reveals tangible and progressive improvements in soil fertility. Furthermore,
in some of PAPSTA'’s pilot zones, the introduction of biogas technology enabled
some people to meet their energy requirements for cooking and lighting, thus
protecting against deforestation and soil erosion (Nyanza, etc.).

Environmental risks and negative impacts. In the case of PAPSTA and KWAMP,
the development of marshlands into irrigated crop production involves a number of
environmental risks and therefore, national regulations make it mandatory to
undertake an Environmental Impact Assessment before initiating the development.
First of all, there is a biodiversity loss as the conversion unavoidably will affect the
natural habitat of the marshlands. Secondly, populations living downstream from
the developed marshes may experience reduction of water availability and also
contamination of the water with pesticides and chemical fertilizers. In addition,
there is a risk of drying up the lowlands in the case of excessive drainage. An
increase in the number of cases of malaria and bilharzias is also a risk. All of these
risks remain to be properly documented and quantified in order to develop an
effective mitigation plan.

In the case of PDCRE, the coffee and tea sub-sectors have a number of negative
environmental effects. The coffee washing and de-pulping stations lead used motor
oil directly into the rivers. Coffee pulp, with a foul smell, is not treated but piled up
in open holes or on the ground, constituting a good medium for bacteria and
viruses, and contaminating water and soils in lowlands. The impact on public health
and the environment still remains to be documented. The tea factories use the
Eucalyptus plantations to heat the water in the boilers which increases production
of CO?. Despite plantation of new Eucalyptus trees at Nshili (100ha) and at
Mushubi (500 ha) there is no evidence of a zero carbon footprint. The design of
PDCRE’s successor (PRICE) is taking a close look at these aspects.

In the case of PPPMER 11, environmental issues have not received much attention.
The majority of MSEs do not cause any particular risk but in certain areas there are
risks to the environment and human health, e.g. in the manufacturing/processing
of leather, batik and some food products. In the case of PDRCIU, there are some
environmental risks and negative impacts: (i) the groundwater table may be

87 According to current IFAD Guidelines, Category B projects can be implemented but require an

Environmental and Social Impact Assessment to identify mitigating measures.
88 Combined, these actions help to raise the pH to a range of 6.5-7, 5 which facilitates solubility
and easy uptake of most nutrients by the plant root system.
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influenced by excessive extraction of water from the many boreholes; (ii) risk of
losing local cows genetic resources due to excessive cross-breeding of the Ankole
breed with very productive exotic breeds but poorly resistant to tropical diseases
and with high cholesterol content in milk; and (iii) contamination of the Muvumba
river with waste water from the Savannah dairy in Nyagatare. On the other hand, it
is assessed that the major investments in feeder roads do not have any significant
negative environmental impact.

Climate protection and carbon financing. IFAD and MINAGRI have agreed to
supplement the soil and watershed sub-components of KWAMP and PAPSTA with
the objective of protecting the global climate through carbon sequestration by
means of reforestation/agroforestry. Although it is too early to talk about impacts,
some progress can be reported. The September 2009 Supervision Mission
recommended hilltop reforestation as the first measure, comprising 1,000 to 1,500
ha in 15 watersheds of KWAMP and 500 ha in 10 watersheds of PAPSTA. Many
hilltops are without forest cover, thus exposed to erosion, and there is an unmet
need for wood for construction and other purposes. Carbon revenues (about
US$70/ha/year) would be generated for at least 20 years and may be used partly
for continuation of project activities and partly as revenue/income for landowners
and participants in the reforestation efforts (districts or private individuals). Apart
from its contribution to global climate protection, the investment may also have
positive effects locally as good forest cover on the hilltops will provide a number of
positive benefits for the watersheds. Furthermore, in Kirehe district and the
Eastern province people report that rainfall is becoming increasingly erratic.

Impact on environment and climate change is rated as moderately satisfactory (4)
across the portfolio, with individual ratings of moderately unsatisfactory for PDCRE,
moderately satisfactory for PPPMER-II and satisfactory for PDRCIU and PAPSTA
(see annex 1).

Institutions and policies

This section addresses the impact on public institutions and policies, not on the
institutions of beneficiaries, addressed above. In between these two types of
institutions, the cooperation between IFAD and the Government of Rwanda has
also engaged numerous service providers and contractors from the public sector,
civil society and the private sector. In the public sector, these include semi-
autonomous agencies such as BRD, RADA, RARDA, ISAR, RCA, OCIR-CAFE, OCIR-
THE, and RHODA. The impact on these institutions is assumed to be mainly
positive, in terms of generating income and learning experiences. However, in the
case of the partners in the financial sector there may also have been some
negative impacts (as explained in the section of effectiveness and efficiency) as a
consequence of imposing subsidized end-user terms.

Impact on central government capacity and national policies. The most
significant and comprehensive support at this level has been provided by PAPSTA,
with funding from DFID and, before PAPSTA, an IFAD country grant for the Rwanda
Agricultural Strategy and Action Plan (RWASAP). Due to delayed start of activities,
PAPSTA's impact on central level capacity is just now emerging while the main
impact is expected in the future as the new structure for MINAGRI and the semi-
autonomous agricultural boards and institutions become fully operational. One key
constraint of MINAGRI (central) is the limited number of staff positions in relation
to the many national and international projects and programmes to be managed
and supervised. More positions will help but in the short and medium term the
main contribution may come from merging many of the projects into the SWAp and
the new organizational structure of MINAGRI. The impact on formulation of national
policies is more difficult to assess. While the general capacity improvement in
MINAGRI and other central institutions also include the capacity to develop policies
and strategies, this CPE observes that new strategies (for example on post-harvest
issues and agricultural mechanisation) are consulted with some selected
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stakeholders but are often developed without broad participation of all relevant
stakeholders, beneficiaries and development partners.

PPPMER II has provided funds/support for MINICOM and the artisanal secretariat as
well as to RCA (as a partner and service provider). It has not been a
comprehensive and systematic institutional development support, based on a
detailed institutional development plan. Also in this case, it appears that the new
SME Policy was not developed in a broad consultation process — at least IFAD was
not consulted. PDCRE’s cooperation with and support for OCIR-CAFE, OCIR-THE,
and RHODA (horticulture) is not primarily focusing on developing their institutional
capacity but rather on engaging them as service providers which, however,
indirectly may have contributed to enhancing their capacity. Again, the 2009
Revised National Coffee Strategy was developed and issued without consulting
IFAD and the PCU.

Impact on local government capacity. While support for decentralization has
had high priority in IFAD strategies, the support has mainly been in the form of ad
hoc project interventions, without an overall systematic approach and plan,
harmonized with national and international efforts®® of developing the local
government capacity. However, the design of KWAMP promises a more
comprehensive and systematic effort. PDRCIU is assessed to have had a major
impact on the physical facilities (buildings, ICT) of districts and sectors, but only a
limited impact on human capacities and institutional systems. The trend in the
performance ranking of the PDRCIU-supported districts is not positive, though this
cannot be blamed on PDRCIU.°

PAPSTA has provided support for the institutional capacity of local governments but
this CPE could not identify tangible effects on local government capacity. During
mission interviews, district staff stated that they felt marginalized in the
implementation of the pilot interventions which were largely done from the centre,
though in consultation with the CLGSs. Unless the CLGSs are better integrated into
the local government structures, there is a risk that the new implementation
structures introduced by PAPSTA could have a negative impact on local
government capacity and ownership.

Impact on institutions and policies is rated as moderately satisfactory (4) across
the portfolio, with individual ratings of moderately unsatisfactory for PDRCIU and
PDCRE, moderately satisfactory for PPPMER-II and PAPSTA (see annex 1). The
overall rating takes into account improvements in the more recent projects.

Overall rural poverty impact across the portfolio is satisfactory (5). This takes
into account the satisfactory impact on household assets and income, as well as
food security and agricultural productivity, while other impact dimensions have
been rated as moderately satisfactory across the portfolio. The overall rating also
takes into account the improvements observed in more recent projects.

Other evaluation criteria
Sustainability

89 Many development partners support the decentralisation process, notably the EU with €34 million

for the Decentralized Programme for Rural Poverty Reduction (DPRPR) of which a major part finances
the Ubudehe programme.

90 With respect to implementation of performance contracts, the three PDRCIU-supported districts
in the Eastern Province were the three best (among seven Eastern Districts) in 2007 while by 2010/11
they had dropped to ranks of 4, 5 and 7 (annex 16). With respect to economic and social development
and governance and justice, Gatsibo and Kayonza were by 2010/11 number 30 and 17 (on the national
ranking of 30 districts) while Nyagatare was much better placed as number 7. By contrast, Kirehe
District was in 2007 the worst performer in the Eastern Province with respect to Performance Contract
Implementation but jumped in 2008 (before the start of KWAMP) to being the best performer (out of 7
districts), a position it maintained in 2010/11. On social and economic development, Kirehe was in
2010 among the best 10 districts in Rwanda (30 districts).
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The assessment of sustainability attempts to determine whether or not the benefits
will be sustained. It involves, as relevant, issues of institutional, technical, financial
and natural resources sustainability and addresses the issue at two levels: (i) the
sustainability of activities of beneficiaries and their organizations, for example, the
benefits of a micro entrepreneur would disappear if his/her enterprise went
bankrupt; and (ii) continued availability of key services once the project support
ends, for example the benefits of livestock owners would be at risk of disappearing
if the national veterinary service collapsed.

Agricultural and natural resources. With respect to watershed management,
the many different measures to improve soil conservation and natural resources in
the watersheds (PAPSTA, PDRCIU, KWAMP) have clearly contributed to improving
natural resources and their productivity. Farmers have taken ownership of these
measures and are capable of maintaining and expanding the investments in
hedgerows, ditches, terraces. However, the organizational structures for
coordinating and managing watershed management (i.e. the CLGS) do involve
sustainability risks unless they are better integrated into local government
structures. Generally farmers are also capable of managing improved and exotic
dairy cows, - mortality rates are low and milk yields are satisfactory. While
management by poor small farmers of exotic dairy cows would constitute a major
risk in other countries, this is not so in Rwanda due to its ancient history as a dairy
country (annex 12). However, there is a risk that the project-level of veterinary
services will not be maintained after project closure and the withdrawal of service
providers such as Heifer International and Send a Cow Rwanda. A major effort in
terms of training para-vets and providing them with veterinary kits is required to
mitigate this risk.

With respect to marshland development (PAPSTA and KWAMP), the sustainability
risks are assessed as being limited. Farmers are well trained in the SRI, and the
water user associations and rice cooperatives appear to be developing a robust
capacity. Nevertheless, further capacity development support may be required to
develop the capacity to maintain the larger infrastructures in the schemes. Finally,
continued mono-cropping with rice could entail a risk that the soils become saline.

Probably the largest sustainability risk of the agricultural support is related to the
crop intensification programme and the distribution of subsidized improved seed
and fertilizers. Three issues are involved. First, will farmers continue applying
improved inputs if the subsidy is withdrawn? The intuitive answer is that they
probably will continue but at a lower level unless the government steps in with
financial support to gradually wean the farmers off the subsidy over a period of
several years. The second issue is if the private sector will step in and organize all
the complex logistics related to procurement and distribution of inputs. This too is
likely to require a long transition period - where the government gradually steps
out while the private sector steps in - in order to avoid a major vacuum. The
Government of Rwanda is currently working on plan for this to happen. However,
sometimes such gradualism is not possible, as the private sector will be concerned
about a level playing field as long as the government is active in the market.

Third, if the diffusion of high-yielding varieties leads to mono-cropping, this may
reduce the farmers’ ability to cope with stress (weather-related and other) and
increase the risk of crop failure in non-ideal conditions. Finally, for food crops and
animal products, marketing, or lack of adequate storage and processing facilities,
does represent a major future risk or challenge. Within a few years, many
agricultural households will have moved from producing mainly for subsistence to
having major surpluses for sale while storage and processing infrastructure is not
available. Unlike other countries in the region, few farm cooperatives have a
warehouse. This risk therefore is that farmers will be stuck with their surpluses or
obtain very low and unattractive prices that will act as a disincentive to investing in
production improvements. the Government of Rwanda is currently planning to
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address this issue, but mainly through large formal sector investments in post-
harvest handling, while in the current situation all initiatives, whether formal or
informal - small or large, should be welcome.

With respect to export crops (PDCRE), the support services provided by OCIR-
CAFE, OCIR-THE, and RHODA are likely to continue but at a less intensive and
specialized level, unless the follow-up project is approved. The main risk on the
production side of tea and coffee is related to farm gate prices which may become
unattractive due to world market price developments and/or monopsonistic
situations where buyers and processors are in a position to exploit the farmers.
Also, farmers’ market access and prices could be reduced in case of serious
mismanagement or collapse of their cooperatives (see below). Finally, the recently
introduced sericulture has not yet developed a solid and sustainable foundation.

Cooperatives play a crucial role in the portfolio and have major sustainability
challenges, in particular cooperatives engaged in processing and marketing of
agricultural produce (coffee, tea, dairy), retail trade and services (e.g. veterinary
drugs), manufacturing and handicrafts, and financial services (SACCOs). Risks
relate to unsustainable levels of debt, mismanagement and poor governance, and
inability to pay and attract qualified staff; some of the large capital investments in
coffee washing stations may be lost if the coffee cooperatives collapse. The
sustainability risk declines with declining levels of complexity of the cooperative
managed operation: production cooperatives (rice cooperatives) have only modest
sustainability risks. The RCA has been contracted for capacity development
although it was established by government to (only) regulate and supervise the
cooperative sector. RCA informed the evaluation mission that it recognizes that
regulation and capacity development support should not be provided by the same
agency and that its entry is only temporary due to shortage of service providers.
RCA also recognized that the current support is fragmented and that there is need
for streamlining and harmonising the support from development partners for a
more coherent effort. This is very relevant for IFAD as well.

Rural financial services. The support under PDRCIU, PPPMER II and PDCRE has
not contributed to strengthening the financial partner institutions and the revolving
credit lines are losing value due to inflation and poor repayment performance
combined with subsidized interest rates. There is reluctance among some partners
to continue managing the credit lines. There is a government initiative in process to
establish under the Rwanda Development Bank (BRD) a new BRD Development
Fund (BDF) which would absorb donor funded credit lines at project completion.
PPPMER 1II is currently exploring this option as part of an exit strategy.

Non-farm rural MSEs. Close to half of the supported MSEs are at the stage of
“just surviving”, suggesting that many of the supported MSEs have major
sustainability challenges and that support beyond PPPMER II will be required to
reduce mortality rates. Sustainability is also being affected by the uncertain fate of
informal microenterprises under Government’s policy of formalizing all sectors of
the economy. There is no strategy for how to formalize informal MSEs, which
constitute the vast majority of the private sector. In the absence of a strategy for
the transition from associations to cooperatives, the new policy has already led to
the (perhaps temporary) closure of Kora, a national federation of MSEs and its
regional federations and training centres which have also served as service
providers to PPPMER. As part of its exit strategy, PPPMER II is working on how its
business development services (BDS), in particular the Rural Enterprise Advisers
and the Enterprise Promoters, may be absorbed by permanent institutions,
primarily the Rwanda Development Board (RDB). This is a commendable effort but
RDB is a new government organization with no experience in BDS for MSEs, and
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therefore, additional support may be required to develop its capacity, perhaps
through an IFAD grant. **

Rural infrastructures. PDRCIU faces major sustainability problems in relation to
the investments in water supply structures, largely due to past neglect of
organizing and developing strong user organizations. Though PDRCIU just before
completion is making an attempt to rectify the situation, sustainability problems
are assessed as significant. In the medium term future, also the feeder roads may
face sustainability problems due to lack of maintenance. Buildings for local
governments (also district building financed by KWAMP) have limited sustainability
problems, but water supply and sanitary facilities constitute a general problem. The
PAPSTA (and KWAMP)-financed CCls may face sustainability problems unless they
become an official part of local government structure and/or a nationally accepted
and official rural institution. Annual operation costs are high (staff salaries, costs of
electricity, water and internet access).

Sustainability is rated as moderately satisfactory (4) across the portfolio, with
individual ratings of moderately unsatisfactory for PDRCIU and PPPMER-II and
moderately satisfactory for PDCRE and PAPSTA (see annex 1). The overall rating
takes into account of progressive embedding of projects in national sector
programmes.

Pro-poor innovation and scaling up

Most innovations are concentrated in the area of agriculture and natural resource
management and consist of improved techniques and agronomic practices to
improve yields, water retention and soil fertility. PAPSTA was specifically designed
to pilot pro-poor innovations for scaling up and overall it is succeeding in achieving
this objective. It has introduced innovative (new to Rwanda or the project area)
technologies (on-farm grain/bean storage), methods of soil conservation and
improvement, cultivation techniques, approaches to managing the watershed
(CLGSs), and systems for technology generation and transfer (CCls). However, as
mentioned in the case of CCIs and CLGSs there are still unresolved issues that
need to be addressed before PAPSTA can present the case for expansion.

In terms of scaling up, IFAD decided, with the approval of KWAMP in 2008, to scale
up the successful pilots in only one of the 30 districts, Kirehe district, but with
almost complete district coverage. Several of the agricultural innovations
introduced by PAPSTA were also applied in PDRCIU. For example, the live
fencing/hedge rows around homesteads and fields were introduced and were
widely replicated over the area.®? Other systems and technologies that were new to
the locality and now are being up-scaled include Water User Associations (PDRCIU,
KWAMP, PAPSTA), and farmer-managed veterinary pharmacies as well as biogas
technologies (PAPSTA, KWAMP). It would more forcefully promote the scaling up
process if PAPSTA contracted independent assessments of each promising
innovative pilot intervention.

Outside agriculture, the main innovations that went through some scaling up were
the apprenticeship programme providing skills to rural unemployed youth and
orphans, as well as the system of providing finance (grant/loans) to apprentices
without any collateral, both in the area of micro and small enterprise development
(PPPMER 1I), both pro-poor. Instead, more limited results were achieved for
technological innovation for MSEs which was not a major area of focus. PDCRE has
introduced, but not yet substantially scaled up, some innovations such as linkages

o According to a MoU signed in December 2010 with government’s Rwanda Development Board

(RDB), the CERs will be included as staff in the RDB managed BDS Centres while RDB would be
committed to strengthening the network of FEs. During the remaining implementation period, PPPMER II
will provide financial support for RDB to set up 30 BDS centres. The support will amongst other things
be used for motor cycles and for using the Artisan’s Houses as liaison offices and training rooms.

92 Through PDRCIU’s cooperation with PPPMER II some innovations were also introduced for non-
farm rural enterprises.
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to fair trade and gourmet markets for coffee. Organic coffee was introduced as well
as “women’s coffee” (café des femmes) fetching higher prices. A Public Private
Partnership was introduced in the tea sector on insistence from government after
the privatisation. Sericulture, entirely new to Rwanda, was introduced and tested.

Innovation and up-scaling is rated as moderately satisfactory (4) across the
portfolio, with individual ratings of moderately unsatisfactory for PDRCIU,
moderately satisfactory for PDCRE and PPPMER-II and satisfactory for PAPSTA (see
annex 1).

Gender equality and women’s empowerment

Rwanda has a progressive policy and regulatory framework for promoting gender
equality and women’s empowerment, aimed at increasing women’s participation in
decision-making organs to at least 30 per cent. In the Rwandan Parliament women
outnumber men, placing Rwanda as number one in the world with respect to
female participation in the parliament. Partly as a consequence of the genocide, 27
per cent of the households are headed by women. In rural areas and in agriculture,
women play a particularly important role. MINAGRI has a gender budget and
presents a “gender budget statement” in its annual Agricultural Sector Performance
Report with a review of outputs, activities, indicators and allocated budget.

Women and widows in particular are among the vulnerable groups according to the
COSOP and this focus has been operationalized through IFAD projects contributing
to national programmes such as the Girinka programme which has helped women
gain a stable source of income and improve their status within their family and
community.

Generally, the evaluated projects provide gender disaggregated data showing a
high participation of women in the supported activities and in the management of
cooperatives and associations. For example in PPPMER II, women accounted for 57
per cent of the apprentices and 43 per cent of the members in cooperative MSEs.
Rather than focusing on capacity building and awareness, PDRCIU had initially
invested in infrastructure for women (construction of women’s centres) eventually
used for administrative purposes. Yet in PDRCIU women accounted for 54 per cent
of the cooperative committee members trained, and 55 per cent of the
cooperatives that had been registered. In the PDCRE-supported cooperatives,
women account for about a third of the membership and for 30 to 66 per cent of
the executive and supervisory committees. In PAPSTA, many of the beneficiaries of
the livestock pass-on scheme are women.

Progress can also be assessed against the three main objectives of the 2003 IFAD
Gender Action Plan. The first objective to expand women’s access to and control of
productive assets has been well achieved through support to subsistence crops as
well as economic activities dedicated to women and widows in particular
(restocking of cows) and micro enterprises. The second objective to strengthen
women’s organizations, their decision making in community and representation in
local institutions has been achieved to a satisfactory extent through support to
cooperatives, as described above. However, the buildings for women’s centres do
not serve their purpose. The third objective to improve women’s well-being and
ease their workload by facilitating access to basic services and infrastructure has
been achieved to some extent. Projects such as PDRCIU and KWAMP did and do
invest in basic infrastructure from which both men and women have benefited. The
main issues of sustainability of infrastructure have been pointed out before. In
addition, while PDRCIU invested in specific infrastructure for women (see above)
there is no evidence that this has been effectively used. These findings present
some analogies with those of the evaluation of the corporate-level evaluation of
IFAD’s Performance with Regard to Gender Equality and Women’s Empowerment
although the development results seem more favourable in the case of Rwanda
portfolio.
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Overall the portfolio is gender-balanced which may primarily be attributed to
national policies. Also IFAD has played a role by including gender expertize in
project missions and having a gender-balanced country office, in line with the IFAD
management response to the 2010 corporate-level evaluation of IFAD's
Performance with regard to Gender Equality and Women’s Empowerment.

Progress in gender equality and women’s empowerment is rated as satisfactory (5)
across the portfolio, with individual ratings of moderately satisfactory for PDRCIU
and PDCRE and satisfactory for PPPMER-II and PAPSTA and taking into account
improvements in more recent projects (see annex 1).

Overall portfolio achievement

It is always a challenge to rate a country portfolio and an individual project.®? First,
ratings of a project on different criteria attempt to provide an average of perhaps
highly different performances of its various components and sub-components.
Secondly, ratings provide averages of varying performance during long
implementation periods.®* Table 13 provides ratings for the overall portfolio of
projects considered in this CPE. The overall portfolio ratings presented in the
second column are derived from individual project ratings (annex 1). Following
standard CPE format, the third column presents the percentage of projects with a
rating of moderately satisfactory or higher. The fourth column presents, as a
comparison, the percentage of all projects evaluated between 2007 and 2009 in
IFAD’s Annual Report on Results and Impact (ARRI) with a rating of moderately
satisfactory or higher. Comparison should be taken with a grain of salt given that
the percentage for Rwanda (3™ column) is based on a sample of five projects only,
with one project (KWAMP) rated for relevance and efficiency only while ARRI
figures are a compilation of evaluation results across the global portfolio of IFAD.
The fifth column shows average ratings from the 2005 CPE as a comparator.

The rating table points to an overall satisfactory landscape at the portfolio
achievement level, particularly for criteria that relate to project performance, as
well as impact on household assets and food security and gender equality and
women’s empowerment. Compared to the 2005 CPE averages, the ratings of the
current CPE have generally improved. On the other hand, impact on institutions
and policy, impact on environment and climate change, sustainability, innovation
and up-scaling are rated in the “positive zone” (moderately satisfactory) but
identified as areas for improvement. Subject to the caveat explained above, ratings
perform on par or better than ARRI percentages with the exception of impact on
human and social capital, institutions and policies and innovation and scaling up.

o3 IFAD applies a 6-point rating scale: 6=highly satisfactory; 5=satisfactory; 4=moderately

satisfactory; 3=moderately unsatisfactory; 2=unsatisfactory; 1=highly unsatisfactory.
o4 For example, PDRCIU started poorly in terms of efficiency but improved towards the end of the
10-year implementation period.
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E?DtI)EIeRﬁings of the Rwanda project portfolio and benchmarking with the ARRI

% of projects

% of projects with with rating of

rating of moderately
Current CPE moderately satisfactory or Average
portfolio satisfactory or higher in ARRI | CPE 2005
Evaluation criteria assessment higher 2010* ratings”

Core performance criteria
Relevance 5 100% 97% 5.0
Effectiveness 5 100% 7% 3.8
Efficiency 5 80% 57% 3.8
Project performance 5 100% 84% 4.2
Rural poverty impact 5 100% 86% n.a.
Household income and assets 5 100% 84% 4.2
Human/social capital and empowerment 4 75% 81% 3.7
Food security and agricultural productivity 5 100% 81% 4.4
Natural resources and the environment 4 75% 54% 4.5
Institutions and policies 4 50% 86% 34
Other performance criteria

Sustainability 4 50% 65% 3.0
Innovation and scaling up 4 75% 95% 4.0
Gender equality and women’s empowerment 5 100% - 3.7
Overall project portfolio achievement 5 100% 86% n.a

 The ratings refer to evaluations conducted in the period 2007-2009. This makes comparisons more meaningful with

Rwanda portfolio because they refer to similar project cohorts.
® The 2005 CPE adopted a different methodology and ratings procedures. Ratings have been converted and averages

calculated when possible.

°Gender was introduced as a new separate criterion in 2011.
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Relevance is assessed as satisfactory across the portfolio. Relevance is high to national policies
and programmes and to rural poverty reduction priorities (soil and water conservation, cash and
export crops, rural non-farm income sources). Project design is generally well adapted to the
country context and recognized good practices. The only exception is represented by rural finance
components of older projects. Ownership of the projects is high at the central level, but there are
risks of creating parallel structures at the local level.

Effectiveness is rated satisfactory. The best results are observed in integrated watershed
management and agricultural productivity. Results are emerging in cash crop development,
though constrained by weak cooperatives. As to non-farm income generation, apprenticeship
programmes impart skills that help the youth find jobs in non-agricultural enterprises. There has
been so far limited investment in micro enterprises connected to agricultural value chains.
Efficiency is assessed as satisfactory and the on-going portfolio outperforms IFAD regional and
global averages, thanks to improved national institutional capacity and enhanced IFAD support.
Impact is strong in generating income and access to household assets and in improving food
security. In the case of cash crop development, however, protection measures are missing for
very small landholders during the cash tree growing. Findings on impact on human and social
assets are mixed with main challenges represented by weak cooperatives and fragile micro and
small entrepreneurs. In addition to environmental benefits, this CPE identifies a set of
environmental risks not yet fully analysed and documented.

In terms of sustainability, the main threats come from subsidized credit lines in rural finance
components, and issues of management and maintenance of physical infrastructure. A major
threat also comes from weak cooperatives, having unsustainable debt and problems of
mismanagement and poor governance.

The most important innovations are in the area of improved agricultural practices for yield
increase and soil management which have been gradually scaled up. Apprenticeship programmes
in the area of MSE development have been innovative. Progress has been more modest in product
design and technology upgrading for microenterprises.

In terms of gender, data available at project level suggests an overall high participation of women
in the supported activities and in the management of cooperatives and associations, contributing
to raising their status and economic independence.

A comparison with 2005 CPE average ratings suggests that the performance of the current
portfolio has improved according to most criteria, particularly for project performance as well as
impact on household assets, food security and gender equality and women’s empowerment.

Performance of partners
IFAD

202. IFAD has demonstrated capacity to adapt to changes, sometimes dramatic, in the

country context. After the interruption in the operations following the genocide, it
was fast in resuming its operations. It responded well initially to the need to
address the humanitarian and food crisis and it was later able to adjust to the new
country strategy such as a shift from recovery to growth and development. This
was visible for example in the approval of a project for cash and export crops in
2002 (PDCRE) and more recently, in the capacity of the Fund to anchor its
interventions (PAPSTA and KWAMP) in Government programmes to increase
agricultural productivity. These three projects are in fact IFAD support to larger
Government programmes.

203. Flexibility and adaptability in approving new projects did not always mean that,

once approved, the design of a given project would be timely updated and adapted
to change in context during the implementation. This is the case of PDRCIU that
was approved as a response to a humanitarian crisis when refugees massively
settled in the national park of the former Province of Umutara. The project was
meant to facilitate access to basic infrastructure which was an important asset
soon after the humanitarian crisis but it was ill-equipped to engage in rural
development activities for which it lacked a real conceptual framework. The menu
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of interventions was too broad, with too numerous triggers associated with the
“flexible lending mechanism” which complicated the design revision during
implementation.

According to the self-assessment provided by project coordination units, IFAD’s
approach to project design was found as participatory in recent projects (PAPSTA
and KWAMP), a judgment with which this evaluation concurs. This was not the case
for earlier projects such as PDRCIU and PDCRE where both the desk review
undertaken by this evaluation and the project self-assessments point to a design
driven too much by external consultants with limited attention given to national
partners in the formulation phase.

While the 2005 CPE indicated limited consultation with national partners both in
project and COSOP formulation, findings from the current CPE suggest that there
have been significant improvements in the consultative approaches of IFAD at the
strategic and project level. The self-assessment by project units and this CPE
coincide in identifying a considerable difference between the traditional and direct
supervision modality. Direct supervision has increased the frequency of supervision
missions and reduced the chain of command in identifying and reacting to
implementation hiccups. Equally if not more important, it has given the IFAD
country programme manager a chance to visit project areas more intensively with
a team of sector specialists with better coverage of project components. Project
staff members have also commented positively on the reduction in time for
processing of withdrawal applications since the advent of direct supervision.

Balancing between hands-off and micro management. IFAD has embraced
the new challenge of direct supervision with commitment. The dedication and
responsiveness of the CPM and country office staff is recognized and appreciated.
At the same time, in transitioning from third party to direct supervision, there is a
risk of introducing micro-management. While recognising the good intentions and
overall cooperative attitude of IFAD, some concerns have been expressed by
project implementation units and district staff regarding IFAD’s giving or denying
approvals during implementation. If not applied carefully, tight management can
contradict the spirit of national ownership and create disincentives to take
initiatives.

While this evaluation recognizes that district capacity is weak and found cases
where the review by IFAD’s Nairobi office and the CPM in Rome had stopped
undesirable expenditures, the close supervision also has costs in terms of reducing
national ownership (taking responsibility for errors and learning from mistakes).
Furthermore, certain procedures in the cooperation process risk placing the district
leadership in a problematic situation when, for example, an IFAD-funded
investment is endorsed in the district’s annual budget and included in the district’s
“performance contract” with the President of Rwanda but the investment is later
rejected or reduced by IFAD.

Some project partners suggested that IFAD adopt the World Bank procedures for
no-objection in financial and procurement matters, which they found more flexible
and involving less micro management. It was also suggested that the time and
process (district-PCU-Nairobi-Rome) should be rationalized. Other respondents
argued that the response time of the CPM in Rome generally has been as short as
feasible, and comparable, if not better, to that of task managers of other
international financial institutions such as the World Bank.

Seizing opportunities for providing support beyond projects? The
introduction of direct supervision and the opening of an office in Kigali have served
so far the purpose of solving implementation delays or addressing other forms of
project implementation problems. The country office is spending a considerable
amount of time in organizing and following up on supervision missions and
connected financial transactions and fiduciary checks. Less time is spent on other
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non-project activities (see chapter VI) such as policy dialogue, developing
partnerships and management of knowledge. The country office and staff are fairly
new, and the situation may improve as the office staff fully familiarizes itself with
projects and partners and masters supervision procedures.

In the design of earlier projects considered by this CPE (PDRCIU, PDCRE PPPMER
IT), IFAD adopted approaches (subsidized credit lines at conditions imposed by
IFAD) that are not consistent with recognized good practices and also not in line
with IFAD’s own policy on the matter. In later interventions (PAPSTA, KWAMP)
IFAD did not include rural finance components, avoiding the repetition of
problematic practices but not providing a solution to rural financial service needs.

Overall, IFAD performance is rated as satisfactory (5), and this mainly reflects the
general satisfactory performance in direct supervision and the efforts made by
IFAD to tightly follow and support project implementation. Individual project
ratings are moderately unsatisfactory for PDRCIU while satisfactory for the others
(PDCRE, PPPMER-II, PAPSTA, and KWAMP; see annex 1).

Government

Performance of the Government of Rwanda, as well as governance in Rwanda as a
whole, have improved in the past 10 years as evidenced by assessments made by
the WB Country Policy and Institutional Assessment as well as Governance
Indicators maintained by the World Bank (chapter II). Indeed Rwanda can be
considered a special case in the region since policies have not only been prepared
in many sectors that are relevant to development (chapter II), but they have also
been implemented with tight follow-up and monitoring from the Government,
closing the typical gap between intentions and achievements.

Government policy directions towards the formalization of the informal economy
(chapter II) can be understood in terms of securing tax-based income for the
government as well as providing regulation and measures of public order. At the
same time, there are risks of introducing unwanted distortions, when fledgling
spontaneous organizations or associations are forced to formalize under a very
specific and rigid framework. The current preference for and focus on cooperatives
should not overshadow other options for corporate structures of private nature.
Problems arise when formalization is not matched with flexibility to manage the
transition and when changes of direction are taken without the support of a pilot
phase to test the consequences of those changes. One case in point was the strict
application of one financial cooperative (SACCO) per Umurenge which caused the
collapse of many savings and credits village associations of which some were set
up following an IFAD-funded preparatory grant.

Over the period, there has been a significant, though declining, difference between
the performance of central government partners and local government partners
with respect to implementation management, including procurement and financial
management. Although the capacities and performance of local governments are
rapidly improving, they still need some handholding in many of the project
implementation issues.

At the project level, this evaluation finds, in broad terms, good support from the
Government across IFAD’s portfolio. In terms of project execution, the 2005 CPE
and supervision documents mention problems of belated provision of counterpart
funding (PPPMER-II and PDCRE), but these problems seem to have been less
pressing in more recent times. Similarly, an analysis of the time elapsed between
project approval and declaration of effectiveness shows a marked decrease: from
average of 15.7 months for older projects to 8.4 for the projects reviewed by the
current CPE. This does not imply that there have been no significant delays during
execution but it provides an indicator of improvement at least.
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Other managerial problems such as staff turnover and prolonged vacancies appear
to have constrained the work of management units of PDRCIU. In the context of
PDCRE, reportedly, incentives were introduced so as to ensure higher staff
retention. Interestingly, perhaps as a demonstration of improved confidence in
management capacity, the same coordination unit managing PAPSTA and KWAMP
was awarded two prizes at the 2010 IFAD regional portfolio workshop for East and
Southern Africa. During the course of project execution there have also been
administrative policy changes, for example the “zero car fleet” policy requiring
projects to outsource transportation services to private-based operators. While this
may have generated short and medium term service disruptions, documented for
example in the case of PDCRE, there is no doubt that it will improve financial
efficiency in the long term, considering that cost of transportations are typically
high in the country and region.

As is the case of many IFAD projects, setting up functioning monitoring and
evaluation systems has been a challenge in Rwanda as well. The 2007 results-
based COSOP in Rwanda called for a programme-wide monitoring system. To some
extent this has been followed up with the introduction of an annual country
portfolio performance review, conducted by the Government in consultation with
IFAD. The question remains to the linkage between the country portfolio review
and the individual M&E system at project level, in particular to what extent the
country portfolio review is based on empirical data, particularly on development
results not just output, rather than judgmental and intuitive considerations.®®

A special Rwandan feature is that the Government is very active in monitoring the
programmes and projects of development partners. In 2000, the Central Public
Investment and External Finance Bureau (CEPEX) was established within the
MINECOFIN. CEPEX monitors on a continuous basis the individual projects and the
entire programme of each development partner and rates the performance.’® This
has provided the basis for having meaningful joint annual Government of Rwanda-
IFAD portfolio reviews. This evaluation benefited from CEPEX'’s regular and detailed
review of the performance of the five IFAD projects, providing ratings on a number
of criteria. CEPEX also participated in the field trips of the evaluation mission.

Related to the above, four projects (PDRCIU, PDCRE, PPPMER II, and PAPSTA)
conducted impact surveys. Given the traditional dearth of impact-level data in IFAD
projects this is per se good news. On the other hand, some of the results of impact
surveys have been disputed by the project management teams of PDRCIU and
PAPSTA. While it is a positive fact that some initiatives were taken to assess
impact, given the emphasis in the latest COSOPs on managing based on results, it
would have been helpful to dedicate more attention ex ante to the quality of the
impact assessment exercises, perhaps benefiting from national statistical
institutions or other expertise existing in the country, either in the public sector or
in international organizations.

Overall, the performance of the Government is rated as satisfactory (5). This takes
into account both improvements in the strategic and policy environment (although
issues remain to be addressed) as well as documented efforts to enhance project
management. Individual project ratings are moderately satisfactory for PDRCIU
and PDCRE while satisfactory for the others (PPPMER-II, PAPSTA, and KWAMP; see
annex 1).

95 To give an example, the 2010 country portfolio performance review rates the ongoing projects

(p.9) based on the achievement of the following objective: “25 per cent increase in rural per capita
income” but it is not clear on what basis or data these claims rest, given that the impact surveys that
have been conducted do not provide this type of information.

% CEPEX was dissolved in early 2011 and its functions absorbed by the MINECOFIN.
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Cooperating institution

UNOPS was the cooperating institution initially in charge of the supervision of
PDRCIU, PPPMER-II, PDCRE, and PAPSTA. UNOPS missions were generally
appreciated by the project coordination units and UNOPS performed well in loan
administration and fiduciary aspects although review of procurement was in some
instances not timely, particularly in the case of PDRCIU. Furthermore, PDCRE finds
in its self-assessment that the performance of UNOPS was moderately
unsatisfactory characterized by limited involvement and ownership and a lot of
delays in dealing with withdrawal applications and no objections. Qualifications can
be made on the performance of UNOPS which do not come as a surprise, having
been highlighted by previous evaluations and stemming from contractual
arrangements with IFAD and limited resources available. They relate to limited
mission membership, two-persons per mission, easier to manage but not covering
the breadth of components and implementation issues with specialized expertise,
to one year time distance between UNOPS supervision missions creating a gap in
the support required by project coordination units. Overall, considering the
constraints in which UNOPS had to operate, its performance is assessed as
moderately satisfactory (4), also reflecting individual ratings for projects (PDRCIU,
PDCRE, PPPMER-II; see annex 1).

Cofinanciers. Several development partners and international NGOs have
provided cofinancing in the IFAD-supported projects, including DFID, the OPEC
Fund for International Development, Desjardins International, Austrian Help
Programme, the Governments of Germany (DED), Netherlands and Belgium, and
WFP. These partnerships, as highlighted in the next chapter, mainly consisted of
cofinancing, with limited involvement during implementation. For this reason, the
CPE does not assign a rating to these partners.

Table 14
Assessment of performance of partners in project portfolio delivery

Partner Rating
IFAD 5
Government 5
Cooperating institution (UNOPS) 4
Key points

e IFAD’s performance is rated satisfactory. The Fund has been capable of adapting and
responding to changes in the national context. Following the 2005 CPE
recommendations, it engaged in a more participatory formulation for the 2007 COSOP,
as well as in the design of projects which are now better embedded in national sector
programmes. Direct supervision and country presence boosted project implementation
support, leaving more limited resources for other non-lending activities.

e The performance of the Government performance is rated satisfactory. The Government
has provided consistent support to the IFAD programme by strengthening the policy
environment and improving management practices. The Government is active in
monitoring the programme and conducts an annual joint portfolio review together with
IFAD. Disparity still exists between implementation capacity at the central government
level and at the local (district) level. In spite of an overall improvement in the policy
environment, the Government'’s drive to formalize all associations can lead to the
demise of emerging grassroots initiatives as in the case of micro finance pilot initiatives
supported by IFAD.

e Subject to its typical constraints (human and financial resources), UNOPS discharged its
duties in a moderately satisfactory manner. However, the limitations of third-party
supervision of the traditional sort (narrow technical coverage, time gaps in project
support) are quite evident.
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Assessment of non-lending activities

This heading is standard in CPE reports but a misnomer in Rwanda where IFAD’s
project portfolio is financed by loans as well as grants, the recent KWAMP being
entirely financed by grants under the Debt Sustainability Framework (DSF). Thus in
Rwanda, it should be “non-project portfolio activities” in the areas of policy
dialogue, knowledge management, and partnership building. In Rwanda as in many
other countries, most of IFAD’s activities in these areas are taking place within the
project portfolio or directly related to it while this chapter focuses on activities
outside the portfolio. In the following sections we discuss relevance and
effectiveness under each of the three areas of non-lending activities. This is
followed by a brief assessment of IFAD’s technical assistance grants. We then
present some considerations on the overall efficiency, and finally the overall
performance of non-lending activities.

Policy dialogue

Relevance of plans and strategies for policy dialogue. As mentioned in
chapter III, the 2007 COSOP did not detail an agenda of policy positions that IFAD
would advocate, but provided instead a general outline of areas where IFAD could
provide support for work on the policy and regulatory framework. Thus, a major
part of the COSOP’s policy agenda is rather a joint IFAD-Government of Rwanda
cooperation agenda. It could be argued that this is because the 2007 COSOP was a
joint or jointly consulted document (and not an “IFAD manifesto”). In addition, the
COSOP pledged that IFAD would provide support for development of consultative
mechanisms allowing private and civil society stakeholders to participate in policy
definition, and for developing the advocacy capacity of civil society, in particular
apex professional organizations. This was an innovative and relevant pledge which
obviously would require some non-portfolio resources and activities as it can not
necessarily be expected of a government to support advocacy vis-a-vis itself.
However, the COSOP did not provide a budget or identify specific resources for this
activity.

The 2007 COSOP had focus on microfinance policies and “setting a conducive
institutional environment for rural finance” (COSOP, appendix III), but provided no
further details. On this and other policy issues, the 2007 COSOP was less specific
and concrete than the 2002 COSOP as to what needed to be done (from IFAD’s
point of view).”” However, as seen in chapter 1V, in the rural finance components of
PDRCIU, PDCRE and PPPMER-II) IFAD did impose subsidized end-user lending
terms, rather than safeguarding the autonomy of financial institutions.

Some may consider IFAD’s ambition in Rwanda with respect to policy dialogue as
being too modest and ask why IFAD’s corporate policies, e.g. the Rural Finance
Policy (2000 and 2009), the Rural Enterprise Policy (2004), have not been used as
a source for policy advocacy in Rwanda, or why initiatives have not been taken to
raise awareness about these IFAD policies among potentially interested
stakeholders. As an illustrative example, the Coordinator and staff of PPPMER 11,
IFAD’s main support for rural enterprises and rural finance, were not aware of
IFAD’s Rural Enterprise and Rural Finance Policies. This CPE has the view that the
reasons are not only related to modest ambitions and resources of IFAD but also to
a context where getting involved in policy dialogue cannot be taken for granted.
For example, IFAD was not invited to comment upon the 2010 SME Policy or the
2009 Revised National Coffee Strategy before they were issued while IFAD could
have had relevant experience to contribute. However, it should also be highlighted
that nowadays most policy and strategy documents are presented to the relevant

7 For example on micro/rural finance, the 2002 COSOP pointed 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”.

73



Appendix II EB 2013/109/R.8

227.

228.

229.

230.

231.

sector working groups of development partners who through a pro-active effort
may influence the final outcomes.

As it should be, the Government of Rwanda has led the development of agricultural
policies, strategies and programmes, demonstrating strong determination in terms
of achieving its defined goals and targets. In this context, it is not surprising that
IFAD has had so far only a limited role in the dialogue on the “what to do issues”.
At the same time, it can also be argued that by confining its contribution to project
funding, IFAD may induce self-fulfilling expectations that it is not able nor
interested in engaging in dialogue on reforms and policies, even when it has
substantive input to provide. This evaluation believes that government may
improve the effectiveness of its programmes by using IFAD’s international
experiences to a greater extent than what is currently the case.

Different notions of policy dialogue. This CPE notes that several activities are
included by IFAD under the label of “policy dialogue” in its programme in Rwanda.
Policy dialogue is sometimes understood as (i) adjustment and fixing of a project
component or (ii) provision of technical assistance facilities. With respect to
“project component adjustments”, the underlying assumption is that the
adjustments automatically will introduce better practices, beyond the project, and
change the orientation of Government policy, for example in the area of
microfinance. On the other hand, “technical assistance” essentially means
providing funds for Government to contract sector specialists who will help prepare
a policy document, write a sector strategy. This notion of policy dialogue is for
example presented in the 2007 COSOP regarding IFAD’s support to formulation of
PSTA, which this evaluation considers a valuable form of technical assistance to
MINAGRI.

While the above two activities can represent a good starting point, they do not
necessarily constitute policy dialogue. The notion of policy dialogue adopted by this
CPE is that of an ongoing dialectic exchange with the Government and
development partners on key issues on the policy and strategic agenda. Although
policy dialogue for IFAD may stem from concrete project-level issues, its scope
goes beyond an individual project component. It requires reflection, analytical
capacity, conceptualisation and, sometimes, high-calibre expertise. It implies
continued two-way interactions, which can experience periods of both dynamism
and stagnation.

For reasons that relate to corporate practices and culture, IFAD traditionally
espoused the first and second notions of policy dialogue (project component fixing
and technical assistance). This is understandable due to its past lack of country
presence and exclusive focus on project-level activities (a fact already underlined in
the 2005 CPE). But the situation is changing, because IFAD now has a country
office providing further opportunities (yet to be harnessed). Moreover, certain
reform issues, such as in the case of microfinance and cooperative development,
need to be addressed at a higher level than individual project component.

Effectiveness of policy dialogue. As indicated above, IFAD has made some
contributions to policy work, funding consultants and other support to assist
government to develop strategies. For example, IFAD was one of the supporters in
the process where government developed the Strategic Plan for Transformation of
Agriculture (PSTA) and provided a grant for MINAGRI for recruiting consultants
(see section D of this chapter), together DFID and the Government of the
Netherlands.®® With respect to “real dialogue”, where IFAD staff would engage in

%8 According to the feedback receive by the CPE mission from national stakeholders and

international partners, the 2007 COSOP claim (paragraph 28) of a “the Strategic Plan for Transformation
of Agriculture (PSTA), prepared by IFAD in collaboration with DFID and The Netherlands” (our
underlining) provides a somehow overstated account of IFAD’s role, while it is true that IFAD provided
technical assistance.
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dialogue advocating IFAD policy positions, the volume of activity is modest and so
are the outcomes. Through its direct supervision activities, IFAD has addressed
design shortcomings of micro/rural finance project components in the older
projects (PDRCIU, PDCRE and PPPMER II), and in the more recent projects
(PAPSTA and KWAMP) IFAD did not include microfinance components, perhaps
recognising past problems. While disengagement from non-performing practices is
better than continuing with the same, this is not policy dialogue.

Despite the COSOP pledges, IFAD has not contributed to developing the
institutional/policy framework for micro/rural finance, which instead was developed
(microfinance law and regulation) by the Government in cooperation with other
development partners. In fact, IFAD is detached from a new joint initiative of the
Government and Development Partners initiated by DFID, Access to Finance
Rwanda (AFR). IFAD did not react when changes in Government policies on
establishing SACCOs led to the demise of village level savings and loan associations
that had been piloted through an IFAD-funded grant. IFAD should have advised a
cautious approach, vis a vis the nation-wide establishment of one SACCO per
administrative sector (Umurenge) by administrative fiat.

Participation of private and civil society organizations in policy formulation 