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EXECUTIVE SUMMARY

BACKGROUND, CONTEXT AND OBJECTIVES

The context for
budget support
operations in Rwanda

Evaluation objective

The operations to be
evaluated

Since 2003, the EU has provided budget support to Rwanda, first as General
Budget Support in a joint donor framework, and since 2012 mainly as Sector
Budget Support. Under the current programming (11" EDF, 2014-2020),
budget support represented more than 85% of total EU aid to the country.

Rwanda presents a complex environment for EU budget support operations.
On the one hand, the country has strong leadership, a clear vision on
development, and well elaborated strategies. It has achieved high economic
growth rates over the past 20 years while maintaining macro-economic
stability and government officials at all levels are highly committed to
achieving the national objectives. The Imihigo system,! a framework of annual
performance targets to be achieved by government officials from the top level
down, fosters this commitment. In this sense, the capacity of the government
to achieve difficult policy targets is potentially high. The country also has
strong aid coordination and well-developed structures for policy dialogue
between the Government of Rwanda (GoR) and Development Partners (DPs).

On the other hand, academic literature depicts the country as being governed
in a centralised way and national planning is top-down in nature.? The strong
drive for economic growth leads to a prioritisation of public investment over
recurrent expenditure. As a result, there has been relatively little attention
given to the building of institutional capacities for planning, implementation,
and monitoring of policies. Although the Imihigo system helps to focus efforts
on the annual targets, it also, and perhaps somewhat paradoxically, contributes
to a weakening of these capacities. It reduces efforts to achieve policy
objectives that are not included in Imihigo targets or that are not (easily)
measurable, such as quality aspects, and it leads to a neglect of data collection
on indicators that are not in Imihigo.

The objective of this evaluation is to provide an overall independent
assessment of ten EU budget support operations to Rwanda carried out over
the period 2011-2018. The evaluation aims to identify lessons learnt and
produce recommendations to improve current cooperation with Rwanda and
inform the design of future EU’s operations in the country.

The ten budget support operations selected for assessment comprise one
General Budget Support operation and nine Sector Budget Support
programmes. The nine Sector Budget Support programmes include operations
in the Justice, Reconciliation, Law and Order sector (1 operation), Social
Protection (1 operation), Agriculture and Nutrition (6 operations), and Energy
(1 operation). The Sector Reform Contracts on Energy and on Agriculture and

1 Government officers at all levels, and also households, commit to achieve annual performance targets that are strictly

monitored.

2 Matfess, Hillary (2015). ‘Rwanda and Ethiopia: Developmental authoritarianism and the new politics of African strong men’. African
Studies Review, 58 (2), pp. 181-204. Hasselskog, Malin (2018), Rwanda’s ‘home-grown initiatives’: Illustrating inherent contradiction
of the democratic, developmental state. Development Policy Review, 36, pp. 309-328.

EIGDST
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Applying OECD
budget support
methodology

Evaluation of EU Budget Support to Rwanda (2011-2018)

Nutrition are ongoing. The total commitment on the ten operations is € 725
million.

The evaluation carried out an in-depth analysis of the results chain for the two
main sectors covered by the budget support operations, namely Energy, and
Agriculture and Nutrition.

The evaluation covers the four different inputs of budget support: financial
resources, policy dialogue, complementary measures and performance
assessment frameworks. The evaluation follows the Comprehensive
Evaluation Framework recommended by the OECD for evaluating budget
support.

MAIN EVALUATION FINDINGS AND CONCLUSIONS

Relevance of budget
support

Expanded fiscal
space

In general, EU budget support inputs were appropriate and relevant in the
political, economic and social context of Rwanda and were appropriately
adjusted to changing GoR priorities.

Performance indicators were relevant to the sectors they covered and were
based on national strategies, thus guaranteeing their ownership. The quality of
most indicators was good, meaning that they were formulated in such a way
that the government had an incentive to reach the target. But there were a few
exceptions, particularly in cases where the achievement of the targets was
largely beyond government control. However, government officials tended to
give priority to the achievement of Imihigo targets and this meant that the GoR
did not always allocate sufficient attention and resources to the measurement
of other indicators and targets of national plans, including the performance
targets of the EU budget support programmes. This greatly reduced their
incentive effect.

Most complementary measures were designed in a way that contributed to the
objectives of budget support. However, a substantial proportion of the planned
complementary measures on the on-going sector budget support operations
were not yet carried out by 2019, due to changed GoR priorities or diverging
views between GoR and the EU on the content of these complementary
measures.

The mainstreaming of cross-cutting issues in budget support operations has
been uneven. Although cross-cutting issues (human rights, gender equality,
good governance, environmental sustainability, climate resilience, rights-
based approach, HIV/AIDS) are usually integrated in programming and
planning documents, they are - with the exception of the environment and
climate change — hardly evident during programme implementation.

Budget support resources have contributed to expanding the fiscal space for
the government and this space has mainly been used for increasing investment.
There is limited correlation between the size of budget support transfers and
sector budgets, and the government budget for Energy even decreased between
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2015 and 2017. Predictability of EU budget support was high and transaction
costs for both EU and GoR are lower than in the case of project aid.

Most complementary measures were implemented successfully and helped to
achieve the objectives of budget support. However, the lack of common
understanding between GoR and EU on the objectives and scope of Technical
Assistance to the core agencies in the Agriculture and Energy sectors made
this support less effective.

EU budget support has contributed a little to the strengthening of the sector
policy development processes. In agriculture, budget support has contributed
to a marginal increase in the participation of the private sector, farmers’
organisations and civil society in the policy dialogue. But since the demise of
general budget support in 2015, the policy dialogue on macro-economic issues
has weakened. In addition, the top-down nature of national planning, and the
absence of the highest decision-making levels in these dialogues, limit their
productivity. The different policy dialogues have been more effective for
operational and technical issues than for strategic discussions on objectives,
policies and (spending) priorities.

Rwanda’s macro-economic management has generally been assessed as good,
but there has not been any influence of EU budget support in this area. In the
absence of a macro-economic policy dialogue, the EU has not been able to
discuss its concerns on macro-economic policies directly with GoR.

Most improvements in PFM systems for, for example, budgeting, revenue
mobilization, reporting, procurement and auditing, are due to government
efforts and to TA offered by several DPs outside the budget support
framework. However, some specific performance indicators of sector budget
support contracts had a positive effect on the production of (district) budget
execution reports, district performance reports, and on the publication of an
Agriculture Public Expenditure Review (PER) and an Agriculture Public
Expenditure Tracking Survey (PETS). With the exception of the publication
of Agriculture PER and PETS, budget support has had little success in its
efforts to improve transparency.

The contribution of budget support to improving capacities for planning,
implementation and monitoring at national level is limited to a few institutions
or programmes that were able to use Technical Assistance or other
Complementary Measures well. These included the National Institute for
Statistics Rwanda (NISR) and the National Strategy to Eliminate Malnutrition
(NSEM). Technical assistance for improving capacities for implementation
and especially Monitoring and Evaluation (M&E) in core agencies in
Agriculture and Energy was not very effective because of an absence of mutual
understanding between EUD and GoR on the content and objectives of this
TA. Although EU budget support played an important role in setting up
systems for M&E in energy and agriculture, these systems were still weak
during the period relevant for the evaluation and there were severe limitations
in coverage, reliability, validity and accessibility of data.
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Policy formulation
and implementation
processes in the
Agriculture and
Energy sectors

Energy outcomes

Outcomes in
Agriculture

As mentioned above, some specific performance indicators contributed to
improving (financial) reporting by districts. In addition, budget support
resources may have contributed to an expansion of local government staff.

In both Energy and Agriculture, budget support has contributed a little to
improved policies. In Energy, the policy dialogue and performance indicators
contributed to setting more realistic policy goals and to a greater application
of least-cost electricity generation planning — although the latter was still not
optimal by 2019. The EU, together with other DPs, also managed to reach an
agreement with GoR on more realistic standards for solar systems, which may
contribute to the further expansion of off-grid connections. The most recent
strategic plan for Agriculture is of better quality than the previous ones. It has
benefitted from consultations with all involved DPs and with farmers’
organizations, civil society organisations and the private sector. EU budget
support and other EU interventions have contributed to this participatory
process. EU policy dialogue and performance indicators led to some
improvements in (local) service delivery in energy and agriculture.

The improved planning of the electricity system, to which budget support has
contributed, may lead to reduced energy costs in the future. This is very
important as energy costs in Rwanda are currently among the highest in Sub-
Saharan Africa. Access to energy, both on-grid and off-grid, increased, but
there is little evidence that budget support contributed to this increase. In the
first years of the EU budget support to the energy sector the public budget for
energy decreased and this was probably a key factor in explaining the failure
to achieve government targets for the number of new on-grid connections. In
the last year of the evaluation period, both budget support funds and the policy
dialogue may have played a positive role in improved access to energy.

Government policies that were underpinned by budget support also set out to
increase the share of renewable energy sources (RES) and to improve the
balance between supply and demand of biomass resources, in particular
through increasing the use of improved cook stoves. In the latter two areas, the
effect of the EU efforts was limited to some increased awareness among policy
makers of their importance. And although the quantity of electricity generated
from RES increased somewhat, mainly due to favourable weather conditions,
the share of RES in total generation capacity did not. The fact that the indicator
was formulated as an increase of electricity generated from RES as compared
to the previous year did not contribute to achieving the objective of reducing
the share of traditional and polluting energy sources.

The budget support funds appear to have supported the government’s
agricultural modernisation policies. These policies led to higher production of
the priority crops maize, paddy rice, wheat, beans, Irish potatoes and cassava,
as well as of meat. Overall growth of the agriculture sector was high at 5.5%.
This led to increased food self-sufficiency at the national level. However, this
growth did not bring improved food security and dietary diversity to the farm
families who were producing these high-priority crops.

The agricultural modernisation policies also led to an expansion of area
cropped, but this often had the unintended effect of contributing to
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deforestation, soil depletion, erosion and more vulnerability to climate change.
In order to counter this increased vulnerability, the government has invested
in irrigation, land terracing and agroforestry, but coverage is still low and
quality of design and implementation is not always adequate. Progress in
applying climate resilience practices, another objective of budget support, has
so far been limited.

The EU feeder roads programme has contributed to the expansion and
rehabilitation of the feeder road network, which has been shown to reduce
poverty and inequality in the rural communities served by these roads.

EU budget support has contributed somewhat to reducing malnutrition in
Rwanda. This mainly arose as a result of specific programmes and
complementary measures in the area of nutrition, and less so by programmes
that supported government policies aimed at increasing agricultural
production.

More concretely, EU support to the National Multisectoral Strategy to
Eliminate Malnutrition contributed to a reduction in stunting (low height-for-
age in children) from 43% in 2012 to 35% in 2018, and to a reduction in
wasting (low weight-for-height) among pregnant women, from 7 to 1% in the
same period. However, stunting prevalence is still considered “high” by
international standards.

Rwanda had a high economic growth rate over the evaluation period,
averaging 7.3% per annum. Budget support funds have contributed to this
growth. The fiscal space provided by the budget support resources has been
used to fund public investment, which has been the key driver of Rwandan
growth over the period.

Over the long run (since 2005), poverty and inequality have been reduced in
Rwanda, but between the two latest household surveys (2013/14 and 2016/17)
the reduction in income poverty was very small and not statistically significant
— despite the high growth rates. In fact, the growth elasticity of poverty
reduction in Rwanda between 2001 and 2017 was less than 20%, and much
lower than in comparable countries such as Senegal, Burkina Faso or Uganda.®
This low elasticity and the stagnation in poverty reduction can be explained by
structural factors, but also in part by government policies that have become
less pro-poor over time. EU budget support has attempted, through policy
dialogue and other inputs, to make government policies and their
implementation more inclusive, but this was not very successful.

KEY RECOMMENDATIONS

OVERALL

A continuation of EU
budget support

Given its potential for systemic change, EU budget support should be
continued. The relative importance of budget support in the EU’s overall

3 World Bank (2019), Rwanda: Systematic Country Diagnostic.
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Higher level GoR
engagement for
effective policy
dialogue

Providing for a
macro-economic
dialogue

aid portfolio should be dependent on the level of commitment by GoR and
EU to the key conditions for making budget support more effective. These
key conditions are elucidated in the recommendations presented below.
Should full commitment to the implementation of these recommendations
not be evident, the EU may consider a more balanced approach, carefully
paying attention to the possibilities of other aid modalities, including
project aid, for achieving policy objectives.

Budget support has provided the fiscal space to drive economic growth
through public investment but its impact on institutions, policies and their
implementation has in most instances been limited. It is important to improve
the conditions for effective budget support in line with the recommendations
that follow below. At the same time, earmarked support in the form of project
aid, or budget support operations with a strong output focus like the Rural
Feeder Roads programme, have been shown to achieve more concrete results
and impact. Project aid also allows for the provision of direct support to civil
society, private sector and to vulnerable groups or regions. Depending on the
progress made in implementing the recommendations, the EU may consider a
larger share of project support in the aid portfolio.

Recommendation for EU and GoR.

In future budget support operations, a higher government level should be
engaged in the HLPD, for example the Prime Minister’s Office and/or the
President’s Office, in addition to the ministers.

Although fora for the sector policy dialogues and for the dialogue on Public
Finance Management do exist, the top-down planning existing in Rwanda and
the fact that the highest decision-making levels are absent from these
dialogues, limit their effectiveness. In practice, the existing policy dialogues
are more effective for discussing operational issues than for more fundamental
policy issues. For all these reasons, it is essential that any future budget support
operations secure a regular policy dialogue between the EU and the highest
decision-making levels. It may be considered to alternate meetings with the
highest levels (“summit HLPD”) with regular HLPD meetings, while also
strengthening reporting channels between GoR representatives in the latter
meetings and higher GoR officials.

Recommendation for EU and GoR.

In future budget support operations, it would be desirable to re-establish
a macro-economic dialogue between the GoR and the EU, other concerned
donors, and the IMF.

Given the large volume of EU budget support grants, it is important that the
EU is able to discuss macro-economic and fiscal policies with the GoR.
Currently there is no adequate forum for discussing these policies in Rwanda.
The re-establishment of a macro-economic dialogue between GoR and all
concerned donors (EU, World Bank, etc.) plus the IMF would solve this issue.
Preferably, this dialogue should be held more than once a year.
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Recommendation for EU and GoR.

In, or next to, future budget support operations, the EU should continue,
and increase, support to private sector, civil society and farmers’
organisations to strengthen them, to promote their participation in SWGs and
TWGs and to help them engage in policy-making, policy implementation and
M&E processes. This can be done through Complementary Measures and
through project interventions.

Recommendation for EU.

The government should dedicate more attention and resources to
improving information management and use of data.

It may consider the establishment of a national quality assurance system for
M&E at the level of MINECOFIN, Prime Minister’s Office (PMO) or
President’s Office. Such a high-level M&E system would benefit from
engagement of civil society and private sector representatives, as well as from
support from Development Partners.

Recommendation for GoR.

In the future budget support operations, more attention should be paid to
cross-cutting issues, in particular to the Rights-Based Approach (RBA),
gender equality and climate change.

These cross-cutting issues should not only be mentioned in project documents,
but they should be effectively applied and monitored during the whole
implementation period.

Recommendation for EU and GoR.

Complementary measures including Technical Assistance should be
continued.

A better and more permanent policy dialogue between EUD and beneficiary
institutions is essential to harmonize expectations about the objectives and
scope of Technical Assistance, and this dialogue should also lead to agreement
on the institutional reforms to be achieved with this assistance.

Recommendation for EU and GoR.

The EU should continue its innovative approach for making the EU, its
activities and values visible in Rwanda.

It is difficult to increase the visibility of results of budget support programmes
since all results are achieved through national government budgets and
policies. The EU should therefore continue its innovative visibility strategy in
which resources from both project aid and budget support are pooled in a way
that targets the overall visibility of the EU Rwanda.
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The careful selection
of an appropriate mix
of performance
indicators

Continuing to
improve energy
policies

Towards an
improved indicator
for RES

Continuing to
improve policies in
agriculture and
nutrition.

Recommendation for EU.

In future budget support operations, performance indicators for the
variable tranches should be a mix of process, policy, output and outcome
indicators.

Both EU and GoR should pay careful attention at the design stage to discussing
and agreeing upon the definitions, measurement and methods of data
collection of the indicators, including their reference values. Indicators that
cannot be measured in a reliable way should not be included. In addition,
indicators should be designed in such a way that there is at least some link
between government efforts and the achievement of the indicator.

Recommendation for EU and GoR.

A future budget support operation in Energy should continue to focus on
support for improving policies and in particular on the application of least-
cost system planning with emphasis on demand-side management, on
improving M&E systems, on increasing the share of renewable energy
resources, on reducing the gap between supply and demand of biomass
resources and on increasing the use of improved cooking stoves. In
considering future budget support for the sector, careful consideration should
also be given to the potential for blended finance.

Recommendation for EU and GoR.

A possible approach for developing an effective indicator for an increase
in Renewable Energy Sources (RES) involves an open and participatory
planning process for developing an energy generation expansion path.
This agreed path may serve as basis for an agreed time schedule for the
construction and dispatch of renewable energy generation.

Reliance on an indicator emphasizing the actual construction of RES
generation is preferable to using the current indicator, which assesses the
actual annual output of RES generation and may result in payments favouring
good atmospheric conditions rather than the actual RES capacity development.

Recommendation for EU and GoR.

Future budget support programmes in agriculture and nutrition should
focus on support for improving policies, such that more attention is paid to
farmers’ participation, improving climate resilience, fostering agricultural
research and extension services, avoiding the side effects of current policies
(such as soil depletion, deforestation and erosion), and improving food
security at household level. In addition, they should focus on strengthening
implementation capacities and on strengthening capacities for M&E.

Recommendation for EU and GoR.
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1. INTRODUCTION

The European Commission has commissioned a team of consultants led by GDSI, Ireland, to evaluate
EU budget support to Rwanda over the period 2011-2018. The general purpose of the evaluation is:*

e To provide the parties involved in this evaluation and the wider public with an overall
independent assessment of budget support operations to Rwanda.

e Toidentify key lessons and to produce recommendations to improve current and inform future
cooperation with Rwanda.

The evaluation is to be used by the EU Headquarters and the EU Delegation in Rwanda, the European
External Action Service (EEAS), the Government of Rwanda (GoR), in particular the Ministry of
Finance and Economic Planning (MINECOFIN), the Ministry of Infrastructure (MININFRA), the
Ministry of Agriculture and Animal Resources (MINAGRI) and other agencies involved. In addition,
the results may benefit other Development Partners in the sectors covered by this evaluation, as well
as civil society, researchers, farmer organisations and the private sector. The evaluation is also meant
to serve as mid-term evaluation of the on-going Sector Reform Contracts in the Agriculture and
Energy sectors. Finally, the evaluation results are expected to inform the new 6-year cycle of EU
cooperation with Rwanda.

This main report summarizes the results of our assessment of EU budget support operations in
Rwanda and outlines the key conclusions and recommendations. The content of this main report is
based on detailed findings as provided in VVolume 11 (Annex 1). This Introduction discusses the scope
of the evaluation and the methodology applied, and it briefly sketches the context for the evaluation.

1.1. Management of the evaluation

The overall evaluation process was led by a Management Group (MG). The MG is composed of a
representative of the Ministry of Economics and Finance (MINECOFIN) on behalf of the
Government of Rwanda, a representative of the EU Delegation in Rwanda, and representatives of
EEAS and of several concerned services of DG DEVCO (04 Evaluation, C1 Agriculture, C6 Energy,
and A4 Budget Support). The Evaluation Manager in the DG DEVCO Evaluation Unit had a pivotal
role in facilitating the evaluation process and assuring its quality. Members of the MG have assisted
the evaluators by providing information and access to key stakeholders in the country. In addition,
they have provided valuable comments to drafts of the Inception Report, Desk Report, and Final
report.

In parallel with the MG, a Country Reference Group was established in order to provide feedback to
the MG and to also review draft reports. Members of the Country Reference Group included
stakeholders from other ministries and agencies concerned, representatives of the private sector, civil
society, farmers’ organisations, other Development Partners, and academics. It was chaired by a
member of the EU Delegation. The Country Reference Group discussed the draft Inception Report
and the draft Final Report.

1.2. Scope of the evaluation

The evaluation covers ten budget support operations of the European Commission. They comprise
one General Budget Support operation and nine Sector Budget Support programmes. One Sector
Budget Support programme focuses on the Justice, Reconciliation, Law and Order (JRLO) sector,

4 Terms of Reference see Annex 3 of Volume Il of the report.
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one on Social Protection, six are related to Agriculture and Nutrition, and one focuses on the Energy
sector (Figure 1).

The EU budget support resources could be spent by the Government of Rwanda (GoR) at its own
discretion. They were accompanied by policy dialogue and by so-called “complementary measures”,
resources earmarked for specific activities. In addition, for each (usually) annual disbursement, the
Government of Rwanda (GoR) had to meet four general eligibility criteria (for disbursement of the
fixed tranches) as well as specific performance indicators (determining the extent of disbursement on
the variable tranches). The evaluation therefore covers the four different inputs of budget support:

Financial resources

Policy dialogue on (sector) strategies, policies and implementation
General eligibility criteria and disbursement indicators
Complementary measures.

The total commitment on the ten operations was € 725 million. Some programmes started before
2011, and some committed amounts were not paid during the evaluation period, either because they
were not due yet or because variable tranches were not paid or complementary measures not (yet)
agreed upon.® The total actually disbursed amount during the evaluation period was therefore € 538
million. The large majority of this, € 527 million, was for the budget support component and the
remainder was for the complementary measures.

The general eligibility conditions that had to be met for the fixed tranches of the (usually) annual
disbursements covered three topic areas: sector policies, macro-economic management and stability,
and Public Finance Management (PFM). From 2015 onwards, a fourth eligibility criterion was added,
namely that of Transparency. Disbursements indicators for the variable tranches included process
(policy) and outcome related indicators. The majority of these indicators was assessed to be met;
some of them were not (fully) met and this led to postponement or disallowance of part of the planned
disbursement. Most complementary measures were technical assistance activities, but they also
included studies, evaluations, communication activities, and audits.®

In line with its Terms of Reference, the sector focus of this evaluation is on Agriculture and Nutrition,
and Energy. These are also the sectors covered by the most recent, and still ongoing, Sector Reform
Contracts (Figure 1). This evaluation also examines outcomes for the two general entry conditions,
namely macroeconomic management and stability, and PFM and transparency. In addition, it looks
at outcomes for decentralization and local governance — both of which are important for service
delivery in agriculture and nutrition and discussed in the policy dialogues around PFM and
agriculture.

5 See Annex 3 of Volume 11 of the report for details on the object of the evaluation.
6 Five of the ten operations did not include Complementary Measures, see Annex 4, Object of evaluation.
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Figure 1: Overview of the ten EU budget support programmes, with time period and committed amounts (including Complementary Measures)

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
MDG / General Budget Support — M€ 166.25
JRLO — M€ 14.5

Social Protection -M€ 20

Energy SRC — M€ 156 (+ M€ 21 complementary measures)

EIGDS|

Delivering Sustainable Solutions
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1.3. Methodology and data collection

This evaluation applies the Comprehensive Evaluation Framework (CEF) recommended by the
OECD/DAC.” This Framework is based on an intervention logic of budget support, consisting of
five levels: inputs, direct outputs, induced outputs, outcomes, and impact. Taking into account the
effects of other inputs (government resources and policies, other external assistance) and other factors
(for instance weather conditions, changes in export prices), and if a number of assumptions is met,
the intervention logic (or CEF) reflects the causal chain through which budget support inputs are
expected to contribute to the envisaged impact. Figure 2 presents the CEF that formed the basis for
this evaluation.

Following these five levels, our Inception Report has formulated nine Evaluation Questions with
several corresponding Judgement Criteria and Indicators.® Table 1 shows the main topics of the nine
Evaluation Questions (EQ) and the relationship between EQ and level of analysis.

Table 1: Correspondence Evaluation Questions, level and steps of analysis, and chapter in this main report

NOL:crEtz;r Evaluation Question (EQ) Level Step Chap:g[r)(ljr:tmam

1 Relevance of the design of budget support 1: Inputs 1 2

2 Direct outputs 2: Direct outputs 3

3 Macro-economic management 3: Induced outputs 4

4 Public Finance Management

5 Local governance

6 Policy formulation and implementation 5 (Energy)
processes, in particular in Agriculture and 6 (Agriculture)
Energy sectors

7 Outcomes in energy 4: Outcomes 2 5

8 Outcomes in agriculture and nutrition 6

9 Impact on growth and poverty reduction 5: Impact 7
All All 3 All

The CEF also distinguishes between three steps in the analysis. Step 1 covers inputs, direct outputs
and induced outputs (levels 1, 2 and 3) and EQs 1-6 (Table 1). It involves a contribution analysis,
tracing the causal links from inputs, via direct outputs to induced outputs, taking all other possibly
influencing factors into account. Step 2 first identifies the actual outcomes and impact (levels 4 and
5) as intended by the government, and then examines what the determining factors for these outcomes
and impact variables are. It covers evaluation questions 7, 8 and 9 and involves an attribution analysis.
In order to identify causal factors for the outcomes in energy and agriculture, in particular, we carried
out an econometric analysis. Throughout all five levels of analysis, we also looked for unintended
side effects of budget support. Step 3 brings steps 1 and 2 together, and again involves a contribution
analysis. The preliminary findings for step 1 and 2 are compared and then reassessed in order to
identify, in a qualitative way, the contribution of budget support to government policies and to the
outcomes and impact that budget support programmes intended to achieve. All chapters in this report
reflect this reassessment.

7Van der Linde, M., & Valmarana, C. (2012). Evaluating budget support: Methodological approach. Report of the Budget Support
Evaluation Steering Group. Paris: OECD DAC.
8 See Annex 5 for the full Evaluation Matrix.
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The findings are based on an extensive study of documents and on a large number of interviews and
focus groups discussions.® Documentary evidence included policy documents, reports, studies,
evaluations, and statistics available on the web and provided by the EU and GoR, as well as academic
literature (see Annex 8 for the full list). We conducted interviews with:

e Policy officers of the EU (in Brussels and in Kigali)

e Policy officers of GoR, both at central and local level

e Representatives of other Development Partners,

¢ Civil society organizations
Private sector organisations and representatives
Members of Parliament
Consultants involved in Technical Assistance
Other independent experts.

In total, more than 100 interviews and focus groups discussions were conducted.'® In carrying out
such a wide consultation exercise, the team assured triangulation of findings.

The team members visited Rwanda twice (excluding the dissemination phase). There was a first visit
of one week in May 2019, in which the evaluation was presented and discussed with all stakeholders
and a first round of interviews was held. Following the preparation of Inception and Desk Reports, a
second visit to Rwanda was made in October 2019, with the aim of filling in remaining data gaps and
to verify and expand the preliminary answers. After the second visit, the team recorded all (final)
evidence according to JCs and indicators (Volume 1I, Annex 1), and, on this basis, prepared the main
report.

1.4.Context:

Rwanda is a small landlocked country in Eastern Africa, with a population of 12.3 million. Around
one million people live in the capital, Kigali. It has an annual Gross National Income per capita of
US$ 780, which means it is still classified as a low-income country. The country has a turbulent
history. The political and economic context is still heavily influenced by the genocide that took place
in 1994, which had an important impact on the human and institutional capacities in the country.

Since 1994, the Rwanda Patriotic Front under the leadership of President Paul Kagame runs the
country. Rwanda has been praised as a highly successful developmental state.!? The country has
experienced high growth rates, 7.3 % on average between 2000 and 2018. According to official
figures, the poverty rate reduced from 60% in 2001 to 38% in 2017.% Furthermore, it is, together with
Cape Verde, perceived to be one of the least corrupt countries in Africa.'4

On the other hand, many academics point to the authoritarian features of the Rwandan state and the
limited political space for civil society and citizens in general.®® Rwanda had a score of 22 (out of
100) on political rights and civil liberties in the 2020 Freedom of the World Index, which means that

9 See Annex 5 for a full description of the data collection methods.

10 Annex 7 contains the full list.

11 See Annex 6 for full country background.

12 Booth, D., & Golooba-Mutebi, F. (2012). Development patrimonialism? The case of Rwanda. African Affairs, 111(444), 379-403.
13 NISR 2018, EICV 2016/17 main report.

4 Transparency International report 2017.

15 Matfess, H. (2015). ‘Rwanda and Ethiopia: Developmental authoritarianism and the new politics of African strong men’. African
Studies Review, 58 (2), pp. 181-204. Purdekova, A. (2011). 'Even if | am not here, there are so many eyes": Surveillance and state
reach in Rwanda. The Journal of Modern African Studies, 49(3), 475-497. Thomson, S. (2011). Whispering truth to power: The
everyday resistance of Rwandan peasants to post-genocide reconciliation. African Affairs, 100(440), pp. 439-456.
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the country is characterized as “not free”.!® Some scholars argue that despite clear progress in a
number of development indicators, the level of inequality (at the start of our evaluation period) was
still very high and that this may pose a threat to sustainable development in the country.’

As compared to many other Sub-Saharan African (SSA) countries, Rwanda has a strong ownership
of its national policies and has formulated clear and ambitious development goals. The (current)
National Strategy for Transformation (NST 1, 2018-2024), for example, aims to achieve upper
middle-income status by 2035. Government officials have a high commitment to national objectives.
One factor contributing to this is the Imihigo system. Government officials at all levels, and even
households, promise to achieve annual performance targets. These targets are based on the national
development strategies and are strictly monitored. The flipside of this system is that monitoring and
accountability focus solely on the agreed targets and indicators, disregarding other development
objectives or objectives that cannot be easily measured. The Imihigo system on the one hand increases
the country’s implementation capacity, as government officials give priority to the achievement of
the targets. On the other hand, they may weaken these capacities in so far as other objectives and less
measurable priorities are concerned.

Over the years, donors have generously supported the government’s ambitious development plans.
Although aid in relation to the country’s Gross National Income (GNI) declined over the evaluation
period, it still represented 13.8% of GNI in 2017.'8 Since 2008 the government has implemented a
Division of Labour, according to which donors are assigned to specific sectors.

From 2000 onward, many donors began to provide general budget support (GBS) in a harmonized
framework. The EU joined in 2003. However, in 2008 the international enthusiasm for GBS began
to wane, and in 2012, when a UN report showed that Rwanda was actively supporting military groups
in neighbouring Democratic Republic of Congo in 2012,*° donors suspended GBS and the dialogue
framework around GBS was dismantled. Most donors switched to project aid, but some (EU and UK)
started to provide Sector Budget Support, while the World Bank continued with (sector) policy
development loans.

1.5. Structure of this report

This main report summarizes the evaluation results, highlighting key messages. The chapter structure
broadly follows the order of the Evaluation Questions, with chapter 2 covering EQ 1, chapter 3
covering EQ 2, and chapter 4 covering EQs 3, 4 and 5 (Table 1). Chapters 5 and 6 each focus on one
of the main sectors of EU budget support: Energy, and Agriculture plus Nutrition. Finally, chapter 7
presents the conclusions and covers EQ 9, and chapter 8 presents the recommendations. At the start
of chapters 2-6 in this main report a reference is made to the paragraphs in Annex 1 in VVolume 2
where more information can be found.

16 Freedom House, Freedom of the World Index 2020. https://freedomhouse.org/countries/freedom-world/scores

17 Ansoms, A., & Rostagno, D. (2012). Rwanda's vision 2020 halfway through: What the eye does not see. Review of African Political
Economy, 39(133), 427-450. Reyntjens, F. (2014). Political governance in post-genocide Rwanda. Cambridge: Cambridge University
Press.

18 World Development Indicators, accessed 30 January 2020. The average over 2009-2011 was 18.1%.

1%Un Security Council, Addendum to the interim report of the Group of Experts on the Democratic Republic of the Congo (5/2012/348)
concerning  violations of the arms embargo and sanctions regime by the Government of Rwanda.
http://www.securitycouncilreport.org/atf/cf/%7B65BFCFIB-6D27-4E9C-8CD3-
CF6E4FF96FF9%7D/DRC%205%202012%20348%20ADD%201.pdf
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2. THE RELEVANCE OF BUDGET SUPPORT

This Chapter presents the answer to EQL: To what extent was the design of the budget support
programmes appropriate and relevant in view of the political, economic and social context in Rwanda,
the GoR’s policy framework, and the EU and other Development Partners’ development strategies?
Additional information can be found in Annex 1, in particular JC 1.1, 1.2, 1.3and 1 2.3.1 and 1 2.3.3.

After an assessment of the extent of alignment of budget support programmes with country policies
and context and with EU and other Development Partners’ development strategies, the bulk of this
chapter is dedicated to an assessment of the relevance, quality and adequateness of the design of
budget support programmes, and in particular of the performance indicators and complementary
measures.

2.1. Alignment with GoR policies and with EU and other DPs development
strategies

EU budget support interventions are highly relevant for the implementation of the GoR’s own
policies and strategies.

All budget support operations during the reference period are strongly aligned with the national policy
framework, for example, with Economic Development and Poverty Reduction Strategy — EDPRS |
(2008-2012), EDPRS Il (2013-2018) and sector policies (see Annex 1, JC 1.1, Table 18). By
supporting GoR’s own policies, the EU has, in principle, assured relevance and ownership of the
budget support interventions.

Overall, budget support inputs — a combination of financial inputs, dialogue, performance indicators
and in most cases complementary measures — were appropriate and relevant in the political, economic
and social context in Rwanda. They were suitable to support the achievement, to the extent possible,
of expected government policy outcomes. Interviews and the documentary review carried out show
that the EUD was well aware of the political, macroeconomic or governance-related risks threatening
the success of budget support and cared about mitigating them. Budget support programmes were
designed by the EUD in dialogue with Rwandan sector ministries and the Ministry of Finance and
Economic Planning (MINECOFIN).

Budget Support programmes are well coordinated with EU and other Development Partners’
development strategies. The EU budget support operations show a high level of coherence with the
EU Cooperation Strategy and National Indicative Programmes (NIP). This coherence was almost
complete under the 11" EDF and NIP 2014-2020, when the two big Sector Reform Contracts were
signed as foreseen in the NIP (for agriculture/nutrition and energy sectors). During the 10" EDF,
several smaller sector budget support programmes were signed that were not explicitly mentioned in
the NIP, but were in line with it. They were financed under the Global Climate Change Alliance
(GCCA). EU budget support is also in line with EU global strategic orientations. The EU is committed
to international aid effectiveness principles, according to which budget support is the preferred
implementation modality.?° In 2013, the EU made the strategic decision to favour SBS above GBS,
and Rwanda was considered to meet the conditions for SBS quite well, with rather good systems for
policy planning, implementation and to some extent also monitoring.?* However, there are also some
limitations in the capacities of GoR to implement their policies, and the policy-implementation gap

20 See, for example, the Agenda for Change (2011) and the European Consensus on Development (2017).
2L Interview with DEVCO staff.
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seems to have widened over the evaluation period due to, among other factors, the increasing
complexity of policies.?

There is evidence that the EU has taken into account the interventions of other Development Partners
(DPs).2 Coordination with the strategies of other DPs is done by the GoR, which assigns certain
sectors to specific donors in the framework of the Division of Labour, and through discussions in the
Sector Working Groups (see also next Chapter).

2.2. Quality of performance assessment frameworks

The quality of most performance indicators in terms of relevance, ownership, coverage and
measurability were found to be usually good, but there were a few exceptions, particularly in
cases where the achievement of the targets was largely beyond government control. There is an
appropriate distribution between fixed and variable tranches.

The quality of design of budget support operations is high and generally respects the EU budget
support guidelines. Almost all budget support disbursements comprised a fixed and a variable tranche.
The fixed tranche would be disbursed if the general entry conditions regarding macro-economic
management, PFM?* and sector policies were positively assessed. The variable tranche was linked to
the achievement of predefined performance indicators. The exception was SBS for Agricultural
Intensification (D-21623) which only had a fixed tranche. In most cases the fixed tranche
corresponded to between 50% and 70% of the programme value, with the performance component
accounting for between 30% and 50% (Table 2). Budget support performance frameworks are part of
the formal agreements established between the EU and GoR (Financing Agreements) and as such, a
regular dialogue is held on them.

The mixture of variable and fixed tranches assured, on the one hand, a certain predictable inflow of
funds thanks to the fixed tranches;? on the other hand, it gave an incentive to the Government of
Rwanda to achieve the foreseen indicators for variable tranches. In this way, the EU could encourage
progress in policy making and/or implementation. Discussions related to the indicators and their
achievement proved to be a good instrument for maintaining the dialogue around progress in policy
implementation.

Table 2: Fixed tranches in EU budget support operations, also in percent

Programme / Year Fixed Total in M€ Fixed Tranche, in %
g tranche M€ (excluding CM) of total excluding CM

D-21004 MDG (no complete FA available) 122.5 175 70.0
GCCA (1)D-21553 Environment and Natural 23 4555 50.5
Resources
D-21572 Decentralised Agriculture 20.6 39.6 52.0
D- 21623 Agricultural Intensification 15.5 15.5 100.0
D-21680 SBS for the JRLO Sector 8 12 67.0
D-22173 SBS Social Protection 13 20 65.0
D-23259 Feeder Roads 24 36 66.7
D-24780 SBS Nutrition 16 28 57.1
GCCA (2)D-37416 Land administration and
| L 2 4 50.0
and-use monitoring

2 Interview EUD staff.

23 See the donor matrix, showing which donor is active in the different sector, in NIP 2014-2020.

24 From 2015 onward, transparency was added to PFM.

% Although fixed tranches theoretically could be withheld, in practice they were always disbursed, as the overall assessment of the
general entry conditions was positive.
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D-37486 Agriculture and Food SRC
D-38107 Energy SCR

85
104

182
156

46.7
66.7

Performance indicators in general had a good coverage of the sectors and were relevant for triggering
improved sector performance. Most indicators were of good quality, in the sense of being formulated
in such a way that the government had an incentive to reach the target. However, the evaluation team
identified a few indicators that were (partly) beyond control of government institutions. This holds
true, for example, for the increase in off-grid energy connections of Solar Home Systems (for which
private sector is largely responsible) and for the indicator stipulating an annual increase in energy
generation from renewable resources (solar, hydro, wind). This increase depends to a large extent on
weather conditions so does not have an incentive effect on the government. To some extent, it also
holds true for indicators on food security.

Budget support programmes had a mixture of process, policy, output and outcome indicators. In
practice output indicators were more likely to be met than the other types of indicators (Table 3).
However, this does not mean that they were more relevant or more successful in triggering change.
They may simply have been easier to meet. It is not possible to draw a conclusion on the relative
strength of the different types of indicators for fostering desired processes, policies or programme
objectives. The relative value of the various indicator types depends on the specific context of the
sector

Table 3: Performance indicators of the ten EU budget support contracts, by type and by success (met, partially
met or not met), in number and in percent of total

| In absolute numbers In percent

Type of Met | Notmet | Partially Total | Type of Met Not met | Partially Total
indicator met? indicator met?

Process 10 3 3 16 | Process 63 19 19 100
Policy 5 2 7 | Policy 71 29 0 100
Output 31 2 33 | Output 94 6 0 100
Outcome 17 5 4 26 | Outcome 65 19 15 100
PFM! 23 2 1 26 | PFM 88 8 4 100
Total 63 12 7 82 | Total 77 15 9 100

!Indicators related to Public Finance Management (PFM) are sometimes classified as process, and sometimes as outcome, depending on the objective
of the budget support programme; for this reason they are also separately listed (in italics). The total in the last row only includes them once.
2 This category also includes met later (once case) and not clear (one case).

Sources: Financing Agreements and Disbursement Notes of the ten contracts.

Performance indicators were usually based on national strategies, thus guaranteeing their ownership.
The EUD organized specific meetings for agreeing on the indicators and on how, and by which
institution, they would be measured and reported. The outcomes of these discussions were clearly
laid down in the FAs. Nevertheless, in some cases the GoR was not able to meet the targets, and
disbursements related to a specific variable tranche were reduced or had to be postponed. Sometimes
Rwandan partners faced difficulties in presenting the evidence for the achievement of the targets due
to inadequate monitoring and reporting, and in other cases the targets were not achieved. In both
cases, there may have been some issues with the design of the programme, and in particular, with the
formulation of performance indicators and targets, as will be shown below.

Interviews with EUD and GoR officials reveal that GoR officials sometimes had not sufficiently
understood the definitions of the indicators and/or how the data should be measured and collected.
Rwandan officials suggested that they had sometimes accepted the proposed indicators, even though
they did not fully understand the exact definition of indicators or the data collection process — in order
not to delay the approval of the budget support programme. Furthermore, due to staff rotation the
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persons participating in the discussions on indicators were not necessarily still in function when it
came to reporting. As a result, the National Institute of Statistics Rwanda (NISR) or the sector
performance monitoring systems were not able to present the data when needed. In some cases,
administrative information was provided which was not considered valid evidence for the
achievement of the indicators.?® However, it sometimes also happened, for example in the Agriculture
SRC, that insufficient attention and resources were allocated to the measurement of the indicators.

Some targets were not achieved because they were probably set at too high a level; in other cases, the
resources provided to the sector institution (budget, staff) were not sufficient. Interviews with EUD
staff and government officials suggest that targets defined in national policies are often very
ambitious. The EUD looks for alignment with national targets but also for defining targets which are
realistic and achievable. Thus, in some cases the EUD managed to convince the Government of
Rwanda to set targets (triggers) at a lower level than in the government plans.

The EUD has been in continual dialogue, both formally and informally, with the relevant sector
agencies to advise on possible risks for non-achievement of triggers. In addition, some of the
complementary measures focused on increasing the monitoring capacity. While some indicators have
been adjusted to more realistic levels, EU efforts were less successful for making sure that adequate
resources were made available to sector institutions for meeting the targets or for improving data
quality and reporting.

2.3.Adequacy of complementary measures

Complementary measures as foreseen in the FAs were relevant for the objectives of budget
support, and many have indeed contributed to these objectives. However, for some it was
difficult to achieve an agreement between GoR and EUD, and some faced challenges in their
implementation.

Five out of ten budget support operations comprised complementary measures. Most complementary
measures were technical assistance activities, but they also included studies, evaluations,
communication activities, small projects selected on the basis of a call for proposals?’ and audits.
Technical Assistance included support for data collection, monitoring and evaluation, and other
capacity building for sector institutions and for the NISR. The EU also financed studies to support
policy formulation, studies to prepare baselines for performance indicators and feasibility studies
relevant for the targeted sectors. Although these complementary measures are not directly aiming to
help the GoR to achieve performance indicators, they contribute significantly to strengthening
capacities in the sector institutions and permit investment in studies and other activities which
otherwise would not have been undertaken. Further complementary support closely linked to budget
support was provided under other EU modalities or programmes (e.g. Framework Contracts and Food
Facility managed by EU; Technical Cooperation Facility and PFM basket fund managed by
MINECOFIN).

In general, complementary measures as foreseen in the FAs were adequate and relevant for the
country context and they contributed to the objectives of budget support. However, by mid-2019,
only about one-third of the total funds for complementary measures committed under ten budget
support operations had been disbursed.?® This can be explained by the fact that two recent SRCs with
large amounts allocated to complementary measures are still under implementation and as such the

26 Interviews with EUD officials.
27 This concerns “implementation of national food safety measures (2 lots)” under SCR Agriculture.
28 Information provided by EUD and by DEVCO, see Annex 4: Object of the evaluation.
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funds related to their complementary measures have not yet been fully disbursed or are even not yet
contracted. In addition, some complementary measures for the SRC Malnutrition are on-going.

Many of the intended complementary measures were implemented as foreseen and were useful to the
GoR. Examples include:
e Support for the monitoring of achievements of the Multi-Sectoral Strategy to Eliminate
Malnutrition (under the SBS Malnutrition programme),
e Support to GoR for the formulation of PSTA 4 and the 3" Agricultural Sector Investment
Plan (ASIP 3), implemented by FAQ,
e Support to the NISR for the testing and implementation of an Agricultural Household Survey,
for conducting Comprehensive Food Security and Vulnerability Analysis (CFSVA) in 2018,
and for conducting agricultural impact analysis. The latter two were implemented by WFP
and the World Bank, respectively.

However, other complementary measures were not implemented as foreseen or faced some challenges
in implementation or in reaching their objectives fully. A specific challenge was related to the
interpretation of the scope of the Technical Assistance (TA) provided to different institutions under
the SRC Agriculture and SRC Energy. While the original aim of this TA was the long-term
improvement of capacities, interviews with GoR and EUD stakeholders suggest that the ministries or
senior staff of Ministries were more interested in support with daily operations and for achieving their
Imihigo indicators. This created some tensions between the technical assistance team and the
beneficiary institutions.

Under the SBS programme for feeder roads, several complementary measures provided TA for
establishing a feeder roads unit at MINAGRI that would work together with the Roads Authority and
with local governments in strengthening maintenance capacities. However, the approach was changed
during project implementation in line with decentralization policies. As such, after the end of the
programme, the maintenance unit in MINAGRI was closed, its staff was dismissed and responsibility
for maintenance of feeder roads was fully transferred to the districts.?® During our district visits we
found that this is now carried out by members of Community Associations who receive some payment
from district governments. However, these actions are limited to clearing and carrying out small
repairs.

Under the ongoing SCR Energy, half of the funds for complementary measures were originally
allocated to the preparation of feasibility studies for the renewable energy sector. These funds have
so far remained unused as the GoR changed priority and/or studies were financed by other
development partners.®® As a result, these funds have to be reallocated.

The difficulties in achieving agreements between GoR and EU on the design and content of some of
the TA activities under the complementary measures limited the capacity development at MINAGRI
and MININFRA, for example in improving data collection for their own M&E and for the EU
performance indicators.

Nevertheless, complementary measures were generally useful. They permitted an investment of
resources directly in sectors and activities which were considered essential for the success of the
budget support intervention. The activities financed under complementary measures would probably
not have been carried out if the EU had provided funding to the general budget only. By financing
these complementary measures, it could be assured that some financial means and human resources
were available to the sector in the short-term.

29 Interviews with EUD and with local governments.
%0 Interviews with EUD. See also chapter 5.
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VISIBILITY

Making budget support visible is a challenge but EUD has accepted this challenge and the
overall visibility of the EU and its values and activities is good.

In cases where complementary measures were included in a budget support operation, one of these
measures aimed to promote the visibility of the EU in Rwanda. In general, making the results of
budget support programmes visible is a challenge as all results are achieved through national
government budgets and policies. As the GoR makes little effort to credit the EU with results achieved
through budget support programmes or with project aid, the EU has to be proactive and undertake its
own visibility actions.

EUD has developed a visibility strategy and has opted to use funds available for visibility under
different budget support programmes and projects for the financing of a common visibility plan. The
funds are used for fostering the overall visibility of actions of the EUD. Under a service contract,
different groups of activities are financed: annual events (i.e. street fair for the Day of Europe,
exhibitions, a road truck travelling to different districts providing information on EU, concerts or
films with European artists); and specific events (football matches, food fair, opera, hip-hop festival,
film festival, participation of businesses in the AgriShow at EU village).

No data are available on the proportion of the population that is aware of EU and EU activities in
Rwanda, but the impression is that the EU’s visibility actions have been most effective amongst the
better-off population living in Kigali and/or amongst those with access to modern communication
systems.

2.4. Flexibility in adjusting to country context

The EU has demonstrated flexibility in adjusting budget support inputs to an evolving country
context.

In general, budget support programmes focused on the objectives of governments strategies valid at
the time of programme formulation. The majority of budget support programmes received several
addenda to the Financing Agreement over their lifetime. Most frequently, these addenda extended the
lifetime of the programme, redefined the disbursement calendar or redefined indicators.

In 2018, the GoR requested amendments to the Financing Agreements of the on-going SRCs in the
agriculture and energy sectors, which have been approved. The amendment for the Energy SRC
mainly relates to an adjustment of the implementation modalities for the complementary measures, a
revision of the methodology for calculating the variable tranche payment, and modifications and
updates for some indicators for the variable tranches. Amendments to the Agriculture SRC mainly
relate to extending the periods of contracting, implementation and execution of the Financing
Agreement as well as a revision of the methodology for calculating the variable tranche payment. It
also modifies and updates some indicators for the variable tranches. Interviews with both EUD and
government representatives confirm that the EU has shown a high level of flexibility. The ongoing
TA program (TECAN) to MINAGRI is currently being evaluated, and EU and GoR are negotiating
new projects in the energy sector in order to spend the funds originally allocated to studies.

If performance indicators were not achieved, in several cases the opportunity was given to postpone
achievement of these indicators, or even to use the undisbursed funds for other needs of GoR in the
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same sector, in the form of project aid.3! During the visit of the evaluators, projects under discussion
in the energy sector included, for example, expanding improved cooking stoves in schools, or
supporting the private sector. To the extent that these projects benefit the sector ministry plans, this
practice may reduce the incentive effect of the performance indicators of the variable tranches. While
regular budget support resources flow to the national budget and do not automatically increase sector
budgets, these projects do. This means that the sector ministry is not negatively affected by the non-
performance and is actually benefitting from an intervention under project aid. On the other hand, the
practice may be justified if the non-performance is caused by factors beyond the control of the sector
ministry.

2.5. Consideration of cross-cutting issues

The attention to cross-cutting issues in EU documents related to budget support programmes
has gradually increased during the evaluation period. Cross-cutting issues are systematically
mentioned in project documents, but they are — with the exception of governance, the
environment and climate change — hardly evident during programme implementation.

The programmes financed under the 11" EDF address cross-cutting issues more comprehensively
than those financed under the 10" EDF. Some of the cross-cutting issues such as climate change,
governance and rights-based approach gained importance during the 11" EDF as a result of the new
European Consensus on Development. The Budget Support Guidelines (September 2017) announced
a strategic shift in EU development policy towards stronger conditionality on human rights,
democracy and the rule of law, the role of civil society and other elements of good governance.
Similarly, a review of GoR policy documents shows that the importance given to cross-cutting issues
by GoR has increased during the same period.

Governance: Governance aspects are systematically covered by indicators for the release of the fixed
tranches of budget support interventions, in the form of PFM-related eligibility criteria. Furthermore,
through complementary measures and other projects, the EU supports the Government’s objective of
accountable governance by strengthening the control and oversight capacity of public institutions
such as Ministry of Justice, Parliament, Ombudsman, Office of the Auditor General, MINECOFIN
and National Institute of Statistics of Rwanda (horizontal accountability). These actions also build
civil oversight capacity and participation (vertical accountability). Furthermore, complementary
measures support governance-related activities such as drafting of PSTA4, TA to planning and TA to
monitoring.

Rights-based approach: The European Consensus on Development commits the EU and its Member
States to implementing a rights-based approach (RBA) to development cooperation, encompassing
all human rights. RBA aims to align development cooperation policies to the human rights
commitments of partner countries; it is key to ensuring that no one is left behind and helps address
the multiple discriminations faced by people in vulnerable situations. A rights-based approach means
that individuals and communities should be fully supported to participate in the development of policy
and practices which affect their lives, and to be aware of and to claim rights where necessary.

Such a participatory approach has rarely been applied in most budget support programmes during the
evaluation period. The recent budget support programmes, and in particular in agriculture, are the
exception in the sense that EUD promoted the participation of farmers’ organizations and civil society
in SWGs and policy development processes. Furthermore, the EU fosters the RBA with project aid.

31 Interviews with EUD officials.
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It can also be mentioned that the Sector Reform Contract (SRC) to Support Rwanda’s National Multi-
Sectoral Strategy to Eliminate Malnutrition includes reference to human rights issues related to child
and maternal health as well as legal issues around poverty reduction, food security and changing
property rights arising from Rwanda’s 2005 Land Reform which includes farmland consolidation.

Gender: Policy documents have addressed gender equality issues at various levels, reflecting the
integration of these issues in the national policy framework. Important attention has also been given
to these issues by many DPs. However, the level of gender mainstreaming in Budget Support
operations — as illustrated by the limited inclusion of gender-related objectives and performance
indicators in the SBS financing agreements and monitoring and evaluation activities — has remained
weak. There exists no real gender approach nor have specific studies been undertaken for defining
gender specific needs.

However, the Financing Agreements in energy and agriculture mention explicitly that a gender-
mainstreamed and rights-based approach is to be followed; the objective is to ensure that both men
and women benefit equally from EU project and programme activities and to make it possible to
measure progress in those sectors. The SRC Energy includes a performance indicator that was
considered more important for women than for men, namely improved cooking stoves. For the on-
going SRC agriculture and nutrition, it was attempted to include gender-related indicators, but it
proved not possible as, according to EUD staff, there were insufficient gender disaggregated data
available for measuring them. Yet, the National Gender Statistics Reports undertaken annually do
present some gender indicators that might have been relevant for the SRCs.

Environment and Climate Resilience: The CSP/NIP 2014-2020 indicates clearly that
environmental assessments will, if necessary, be undertaken during the identification and formulation
phases. The level of mainstreaming of the environment and climate change in Budget Support
operations is relatively high: two budget support interventions were financed under the Global
Climate Change Alliance (i.e. both GCCA programmes). The EU financed a Strategic Environmental
Assessment (SEA) of the Agriculture Sector in Rwanda (Safege, 2011-2012). This study gives an
overview of the key environmental issues/challenges in the sector. This SEA was conducted during
the formulation phase of Rwanda’s Strategic Programme for the Transformation of Agriculture III
(PSTAS3) for the period 2013-2018. Some budget support programmes, for instance SRC agriculture
and GCCA, have contributed to reduced vulnerability to climate change as one of their objectives.
Environment and climate change are streamlined in the recent SCRs in Agriculture and Energy. These
recent programmes have several indicators related to agro-forestry, the sustainable management of
resources, irrigation, and terracing with adequate monitoring of soil acidity. However, the evaluators
could not identify specific indicators on expanding research on, and implementation of climate
resilient agricultural practices.

HIV/AIDS: HIV/AIDS as a crosscutting issue is not very present in the budget support operations
subject to this evaluation. A single budget support operation made reference to HIVV/AIDS. This was
in Complementary measure C-367786, Institutional Support to Feeder Road Rehabilitation and
Maintenance, and it simply encourages contractors to be aware of this disease and obliges them to
take out health insurance for their employees. The absence of HIV/AIDS in EU budget support
interventions is also related to the fact that EU is not active in the education or health sector, and that
no relevant indicators are available in Rwanda for persons affected by HIV/AIDS.
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3. DIRECT OUTPUTS OF BUDGET SUPPORT

This Chapter presents the answer to EQ 2, “To what extent have the financial and non-financial inputs
of EU budget support contributed to creating new opportunities for the GoR and improved the aid
framework? And which have been the determining factors?”” Additional information can be found in
Annex 2, in particular JC 2.1, 2.2, 2.4. This chapter first examines the effects of EU budget support
on government spending, then on policy dialogue, and finally on donor coordination and the reduction
of transaction costs.

3.1. Effect on budgets

The size of the budget available for discretionary spending has increased due to EU budget
support, but this has not always led to additional resources for the targeted sectors.

Budget support funds have contributed to the expansion of discretionary expenditure. Indeed, all
budget support has been provided as unearmarked support to the National Budget. However, EU
budget support did not always lead to an increase in the budgets for the agriculture and energy sectors.

Figure 3: EU SBS, total SBS and the budget for Agriculture, in Billion RwF
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Sources: for EU SBS: file inventory disbursements; for budget data: MINECOFIN (revised budgets, organisational
classification, including district expenditure), for SBS from other donors: MINECOFIN data.

When comparing total EU budget support for agriculture® with the total budget for agriculture, they
move together in all years except 2012/13, 2013/14 and, to some extent, 2016/17 (Figure 3). The
same conclusion can be drawn when comparing EU budget support with the relevant part of the
agriculture budget (excluding project aid for the sector).®® When including SBS from other donors,
the trend is more or less the same. However, it is striking that in 2016/17 and 2017/18, the total budget
support for the sector exceeded the agriculture budget minus project aid.3*

The budget for the energy sector decreased during the first two years of the EU Energy SRC (Figure
4). This decline was not mentioned in the EU sector policy assessments or discussed in the sector
policy dialogue. In 2017/18, when GoR received a large Energy Policy Development Loan from the

32 Including SBS contracts for Agriculture intensification, Decentralised Agriculture, GCCA, SRC Malnutrition and SRC Agriculture.
We exclude the feeder roads contract as feeder roads are under a different organisation in the GoR budget.

33 The total sector budget includes expenditure financed by (on-budget) project aid. Since budget support cannot influence that part of
expenditure, the relevant comparison is with the sector budget excluding project aid.

34 The (actual) outturns proved even lower than the revised budget presented here (see below).
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World Bank, the energy budget increased somewhat, but, even then, the increase was not in
proportion to the size of that loan.

Figure 4: EU SBS, total SBS and the budget for Energy, in Billion RfW
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Sources: for EU SBS: file inventory disbursements; for budget data: MINECOFIN (revised budgets, organisational
classification, including district expenditure), for SBS from other donors: MINECOFIN data.

Government officials confirmed that, in general, an increase in sector budget support does not
automatically lead to an increase in the sector budget. The sector budgets are determined on the basis
of the nationally defined priorities and performance indicators and take account of sectoral absorption
capacities. Given that EU performance indicators are aligned with the national ones, the GoR argues
that achieving them is automatically taken into account as well. Government officials explain the
decrease of the energy budget by pointing out that, during these years, the private sector began to
make huge public investments in generation capacity. Yet, this can only be a partial explanation. The
government could have allocated more resources to transmission and distribution in order to meet its
targets for the increase of on-grid connections — targets which were missed.

3.2.Predictability of budget support resources
Predictability of budget support resources is high.

The six-year duration of the most recent SRCs has further enhanced predictability. If there are delays
in disbursement, they are in most cases a few months only. With the exception of one case,
disbursements were always made in the same fiscal year. Delays are often due to lack of robust
evidence on achievement of indicators in the disbursement request. For example, in SRC Agriculture
and Nutrition the EUD had to ask the National Authorizing Officer (NAQO) on several occasions to
improve presentation of the claim for disbursement and to provide suitable evidence of achieving the
indicators.®

As discussed in Chapter 2, not all variable tranches were released fully. Budget support programmes
financed under the 10" EDF achieved most of the objectives related to indicators for variable
tranches. Recent budget support interventions under the 11" EDF (SRC Energy and SRC Agriculture

35 Review of EU documentation related to tranche release, interviews with EUD staff and GoR officials.
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and Nutrition) face some more problems in achieving their objectives in terms of performance
indicators, often because: a) the targets may have been too ambitious and/or the sectors did not
receive sufficient funding and/or they planned to achieve the objectives with the involvement of the
private sector and this did not work out; or b) there is no reliable system available to provide suitable
evidence — even though the sectors sometimes consider that they have achieved the targets.®

The EUD is in continual dialogue with GOR to advise on how to overcome challenges in achieving
indicator targets in order to improve predictability. During HLPD and other meetings between EUD
staff and GoR officials, possible risks and challenges of non-achievement of the targets are discussed
in order to give GoR sufficient time to prepare the evidence on achievement of the targets.

3.3. Policy dialogue frameworks

EU budget support has contributed to some extent to the strengthening of the sector policy
development processes and to an important but small increase in the participation of the private
sector, farmers’ organisations and civil society, in particular in the agriculture sector dialogue.
But the policy dialogue on macro-economic issues is weak. In addition, the top-down nature of
national planning, and the absence of the highest decision-making levels in these dialogues, limit
their productivity. The different policy dialogues have been more effective for operational and
technical issues than for strategic discussions on objectives, policies and (spending) priorities.

In general, Rwanda has had good frameworks for policy dialogue in place at national and sector level
and both DPs and GoR are committed to this dialogue. Nevertheless, there are some limitations to
this policy dialogue.

With the dismantling of General Budget Support in 2012, the associated policy dialogue on macro-
economic policies and related issues came to an end. For GoR, the Development Partners
Coordination Group (DPCG) is now the forum for discussing macro-economic issues. However, for
the donor community this forum is too big for in-depth discussions as it includes all Permanent
Secretaries (PS) and all donors. In addition, donor representatives in DPCG may not have macro-
economic expertise, and their interest in macro-economic issues may vary as most of them do not
provide budget support.

When GBS ended, the GoR strengthened sector policy dialogues by setting up Sector Working
Groups (SWG) in which all donors active in the sector participate. Donors are joined by the relevant
government agencies at Permanent Secretary level by civil society (often) and by private sector
representatives (more rarely). The three SWGs relevant for this evaluation are Agriculture, Energy
and PFM. The EU has strengthened the policy dialogue in these SWGs in different ways. The Energy
SRC had a specific performance indicator and target on setting up an operational M&E unit in
MININFRA, and one that required this unit to present forward and backward reviews of the sector
(which are then discussed in the SWG). GoR officials credit these EU indicators, and the policy
dialogue with the EU, with an improvement of the operation of the SWG in general: meetings are
held more regularly, and there is better coordination of activities.

The EU has strengthened both the SWG Agriculture and SWG PFM by being the co-chair of these
Groups for several years.*” The other co-chair of these groups is the main Ministry involved.
According to government officials and representatives of other DPs, the EU has helped to secure
more regular meetings, more policy-relevant topics on the agenda, and has improved meeting reports.

36 For details see Annex 1, J.C. 2.1.
37 In PFM from 2015 to 2018, and in Agriculture from 2015 and on-going.



Evaluation of EU Budget Support to Rwanda (2011-2018)
Final report:Volume I

However, opinions vary on the effectiveness of the PFM policy dialogue. Some argue that partners
are willing to work together for improvements and that there is mutual trust. Others indicate that
policy dialogue in these areas focuses on operational issues and that more fundamental issues are not
discussed. In addition, the PFM Consultative Forum, the highest policy dialogue forum in this area,
has not met since 2017.

In Agriculture, the EU has contributed to strengthening the SWG also by other means. First, the EU
hired a consultancy firm to support the formalization of the Agricultural Sector Working Group.*®
Secondly, the EU contributed to the increased participation of private sector, farmers’ groups and
civil society in the Agriculture SWG and in technical working groups. This was done through the
policy dialogue and through specific support (complementary measures) to, for example, farmers’
organizations and civil society umbrella organizations. Although progress has been achieved, this
participation still needs improvement. 3°

There is some participation of private sector companies in the Energy SWG, but civil society
participation is lacking — mainly because there are hardly any civil society organisations active in the
sector. Civil society is also absent from the PFM policy dialogue although there is evidence of some
civil society organisations being invited for the latter.*°

A continuing challenge for all SWGs is the understaffing of government institutions; this sometimes
hampers preparation of and reporting on policy dialogues, despite the support that is provided by the
EUD and other DPs for these monitoring units. In addition, there are limitations in the extent to which
these dialogues can allow for exchanges of views on fundamental issues. The large number of
participants make real discussions or dialogues difficult. It has also proven to be difficult to discuss
politically sensitive issues. For example, the EU and other donors are not always able to put the
allocation of government expenditure on the agenda. Results of the policy dialogue are also
constrained by the fact that the highest decision-making levels, Ministers or the Prime Minister’s
Office, are absent in such dialogues.*! As a result, the scope of these dialogues is often limited to
more operational issues.

In addition to these platforms in which all donors participate, budget support allowed the EU to have
a “High-Level Policy Dialogue” (HLPD) between the EU and the GoR on the Sector Reform
Contracts. Participants are the sector Minister and representatives of the related key departments, and
from EUD the Head of Delegation, Head of Cooperation and the head of the respective sector.
Compared to the SWGs, this forum allows for more discussions on policy issues, as it only includes
one donor (the EU)*? and the relevant government agencies in the sector. However, many policy
issues remain difficult to address. One important reason is that decisions on these policies are made
at a higher government level.*> Another issue is that the government and the EU do not have the same
understanding of the objectives and scope of this policy dialogue. The EU sees it as a forum for
discussing broader policy issues, while for the GoR, and in particular for MINECOFIN, it is mainly
meant to discuss the performance indicators of the EU budget support operations.* Nevertheless, the
EU and through the EU, some EU Member States, can sometimes use the HLPD to tackle issues more

38 Financed outside budget support under another instrument (Framework Contract)

39 Interviews with DPs, private sector organizations and CSOs.

40 Interview Transparency International Rwanda (TIR). TIR staff pointed to time constraints, and the same probably holds for other
organisations.

41 Interviews with GoR officials and EUD staff, analysis of lists of participants in meetings

42 In the energy sector, (EU member state) Belgium has participated as well.

43 Level of the President or Cabinet

4 Interviews with EUD and MINECOFIN.
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effectively than would have been possible if they had been acting individually or had only been
providing project aid.*

3.4. Donor coordination

EU budget support has contributed somewhat to improved donor coordination through the
provision of technical assistance and has played a positive role in donor coordination in sectors
where the EU is active.

Atageneral level, the GoR shows leadership in donor coordination, allocating sectors for intervention
to each donor. However, there is no well-established coordination mechanism for technical assistance
and capacity building interventions. Coordination of TA at sector level is sometimes assigned to
particular institutions or agencies; for example, USAID’s Power Africa has collected the information
related to the energy sector. Furthermore, donors exchange information on intended capacity building
interventions in the SWGs, but full information on what other donors are doing is usually not
available. In Agriculture, the EU has taken the initiative to map all TA to the sector, on the basis of
information provided by DPs.*

The positive role played by EU budget support in donor coordination generally is already evident
from the EU contributions to improving the different sector policy dialogues. In addition, there is
some further evidence that EU budget support operations have had a positive effect on donor
coordination:

e EU’s involvement in donor coordination and joint sector reviews and other papers is
appreciated by the other donors and by the private sector. The EU responses and comments
to key sector papers are found useful by other actors.*’

e EU leadership was important in the formulation of a common position amongst DPs on the
definition of standards for solar panels (see also chapter 5).

e EU leadership was important in the formulation of a common position of DPs on the National
Feeder Roads Policy and Strategy.*®

3.5. Reduction of transaction costs

Transactions costs of budget support are lower than for project aid and have been reduced over
time due to the larger size of recent sector budget support operations.

Both GoR officials and EUD staff confirmed that transaction costs (especially time) involved in
managing budget support are lower than for managing project aid. EUD respondents emphasised the
extensive work related to the preparation and management of SRCs, but confirmed that it would be
impossible to manage the same amount of development resources (as implemented through SRCs)
by using a project approach. They also confirmed that the significantly larger size of budget support
interventions (under the 11" EDF) has reduced workload compared to small budget support
interventions (under the 10" EDF).*° They added that budget support programmes imply a different
workload distribution in the EUD with more workload on expat staff (in particular management and
middle management) and less on local and finance and contract staff.

45 The case study Rwanda on the evaluation of EU sustainable energy cooperation (2011-2016), and iinterviews with EU member state
and EUD staff.

46 The evaluators received this list from EUD; it was las updated in May 2018 (See Table 31 in Annex 2).

47 Interviews with DPs and GoR officials

48 Joint Development Partners’ comments on the draft National Feeder Roads Policy and Strategy, Kigali 10.12.2015.

49 This holds true for the SBS contracts; the GBS under the 10™ was the largest of all.
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The evaluators have made an approximate estimation of the transaction costs to the EU for budget
support and project approach. The information for making the comparison is mainly based on
interviews with EUD staff during the field visits, general information known about budget support
programmes, analysis of documentation prepared related to tranche releases, and experiences of the
evaluators related to reporting needs for interventions under the project approach.>® The exercise
shows that the transaction costs of the project approach (even with projects of an average size of M€
20) are more than 60% higher than those of the SRC. If the (estimated) average size of projects is
around M€ 10, the transaction cost difference between the two approaches increases considerably.

Budget Support interventions are highly appreciated by MINECOFIN for the reason that it provides
flexible financing to the budget. For MINECOFIN, budget support involves participation in HLPD
and preparation by NAO of many documents for the disbursement requests — which imply relatively
low transaction costs.

But the burden on sector officials is higher. Sectors must make efforts to meet the general eligibility
requirement (good sector policies) and must achieve the specific triggers for the variable tranches —
without necessarily getting additional resources, as shown above. In addition, they must engage in an
intensive policy dialogue with EUD: both formally in the HLPD but also informally through regular
dialogues with EU officials. The situation under a project approach is very different: projects usually
include the establishment of a well-staffed and well-equipped management unit permitting it to work
under considerably easier conditions on the achievement of specific results for targeted beneficiaries.
Yet, due to the fact that resources are used through the government’s own budgeting, procurement
and implementation systems, and since indicators are, in principle, aligned with GoR own targets,
overall transaction costs for budget support are much lower than for project aid, both for the EU and
the government.

4. INDUCED EFFECTS ON POLICIES AND

INSTITUTIONS

This chapter discusses the induced effects of the different budget support inputs on macro-economic
management and domestic revenue mobilization, on the quality of Public Finance Management
(PFM), and on strengthening local governance (Evaluation Questions 3, 4 and 5). For a full overview
of findings on all JCs for these Egs, see Annex 1. The chapter first assesses the effects on
macroeconomic management and domestic revenue mobilization, and then the effects on PFM,
transparency and local governance.

4.1. Macroeconomic management and domestic resource mobilization

The effect of the different budget support inputs on macroeconomic management,
macroeconomic stability and domestic revenue mobilization was limited. The resources helped
to finance investment and thus may have contributed to the high economic growth. However, it
appears that GoR macro-economic and fiscal policies were not sufficiently pro-poor and the
EU, through its budget support operations, did not manage to reverse this.

Over the evaluation period, EU budget support funds constituted 3% of Rwandan government
expenditure, on average. The trend is quite stable, with a dip in 2012/13 and a slight decrease in the

%0 Experiences gained by the evaluators as project managers for EU programmes and as evaluator or ROM experts of EU interventions
implemented under project approach.
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two most recent years (2.8% in 2017/18 and 2.4% in 2018/19).5 There is no joint framework for
budget support anymore®? and the share in the budget is low compared to countries where such joint
frameworks exist: in previous budget support evaluations for Sub-Saharan African countries, the
(joint) amount provided as budget support ranged between 6% (Ghana) and 23% (Burundi) of
government expenditure, with an average of 13%.%

In theory, the domestic macroeconomic effect (i.e. on public finance) of budget support funds can be:
i) an increase in expenditure; ii) a reduction in the deficit after grants (or a reduction in public debt
through debt amortisation); iii) a reduction in tax revenues; or iv) some combination of the three. The
second possibility implies a contribution to macroeconomic stability, while the third is obviously a
non-desired effect.>* In the case of Rwanda, there is no evidence for these two possibilities. Domestic
revenues have increased, with the share of tax revenues to GDP rising from 12.4% in 2010/11 to
16.0% in 2018/19. And the budget deficit remained more or less stable over the evaluation period,
except for the years 2012/13 and 2018/19, when it was somewhat higher.>® Given the government’s
ambition to foster growth and development, the most likely effect of the fiscal space provided by the
resources has been an increase in expenditure. This is confirmed by a high-level government officer
who stated that the EU budget support grants have helped to increase investment.>® This implies that
there is no contribution to (internal) macroeconomic stability.

With regards to the external accounts, budget support grants may help to increase imports, increase
reserves, increase debt payments, or decrease exports, decrease other capital inflows, or lead to capital
flight.>” In Rwanda, they most likely allowed for a combination of an increase in imports (to the extent
necessary for investment) and a reduction in capital inflows (loans) for financing the current account
deficit. To the extent that the latter has materialized, there has been a small contribution to (external)
macroeconomic stability.

Another expectation is that budget support resources influence the composition of spending, and in
particular lead to more allocative efficiency than project aid. This usually means that governments
can allocate more resources to recurrent expenditure, since project aid is usually tied to investment
projects. For Rwanda, the evidence shows that the GoR most likely used the resources for investment.
Nevertheless, allocative efficiency may still have improved due to the flexible fiscal space provided
by budget support funds.

The other budget support inputs, the policy dialogue and Technical Assistance (TA) may have
influenced domestic revenue mobilization and macroeconomic management. However, the
contribution of the EU budget support inputs in these areas is marginal. First, as discussed in chapter
3, the policy dialogue on macro-economic issues has weakened since the demise of GBS in 2012.
The main dialogue is between GoR and the IMF. The EU and other development partners are invited
to give their views during briefing and debriefing meetings of all IMF (bi-annual) missions to the
country. But for donors this is not the same as having a direct dialogue with GoR. In theory, the

51\/olume I1, Annex 1, JC 2.1.

52 Although a few bilateral donors (UK, Netherlands, Belgium) continued to provide sector budget support after the demise of GBS,
they all stopped doing so after a couple of years, and since around 2016 only the World Bank remains as (other) budget support donor
with its Development Policy Loans.

53 Dijkstra, G (2018). Budget support, poverty and corruption: A review of the evidence. Report 2018-04, Expert Group for Aid
Analysis (EBA), Stockholm. www.eba.se

54 When including the other inputs of budget support, policy dialogue and complementary measures, budget support is often expected
to increase tax revenues.

55 Measured in percent of GDP; data from MINECOFIN and (for GDP): NISR. See JC 3.1 in Annex 1 of Volume II.

% See also chapter 3, showing that the links between sector budget support and sector budgets are weak.

57 See G. Dijkstra, A. De Kemp and D. Bergkamp, Budget Support: Conditional Results, IOB evaluation No 369, The Hague, Ministry
of Foreign Affairs The Netherlands, 2012, p. 96; in turn based on H. White and G. Dijkstra, Programme Aid and Development: Beyond
conditionality. Routledge, 2003.
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Development Partners Coordination Group (DPCG) could provide a forum for a macro-economic
dialogue. However, a meeting with all Permanent Secretaries and all donors, most of which do not
provide budget support, is different from, and much less effective than, a meeting with MINECOFIN
and budget support donors only. The EU, together with EU Member States, also has access to the
Article 8 consultations with GoR.%® It once tried to raise a concern on the macro-economic situation
in this forum, but it appeared that the government did not really want to discuss the issue in this
framework.

Second, the EU budget support programmes did not include complementary measures to support
macroeconomic management or domestic revenue mobilization. The EU did contribute to a PFM
basket fund which has helped (among other things) to improve capacities of the Rwanda Revenue
Authority (RRA), but this is not directly related to budget support. In addition, there is an on-going
separate EU TA project to the RRA on transfer pricing. This project is well-appreciated by the
government, but again, this is not part of the budget support inputs.

Over the evaluation period, the IMF assessments of macroeconomic policies have always been
positive. The macroeconomic assessments of EUD, produced for all budget support disbursements as
part of the eligibility criteria, have also been positive over the evaluation period. But these
assessments usually also contain some critical remarks. Indeed, most macro-economic indicators are
good, and many show a positive trend.>® But there are some areas of concern with respect to Rwanda’s
macroeconomic policies.

A first issue is the somewhat high budget deficit and the related increase in public debt. The deficit
(after grants) was around 5% of GDP between 2013/14 and 2017/18 and increased to 7% in 2018/19.%°
The debt/GDP ratio increased from 13% in 2010 to 35% in 2018.%! Although most of the debt is still
concessional, the non-concessional part of the debt is gradually increasing. According to the latest
Debt Sustainability Analysis conducted by IMF and World Bank staff, the debt is still sustainable®?
but opinions vary about whether future growth rates will be high enough to sustain the debt.5

Secondly, and although tax revenues in percent of GDP have increased, this share is still low. The
general opinion among GoR, IMF and most DPs is that it has become increasingly difficult to raise
revenues further, given the small tax base due to the large informal economy. However, many
companies benefit from tax exemptions for an estimated cost of 3.3% of GDP.% According to the
World Bank, these exemptions can be reduced, and this view is shared by EUD.®

A third concern regards the composition of spending. First, we have pointed out that GoR most likely
used the fiscal space provided by budget support resources for investment. Yet, public investment
was already quite high®® at around 40% of total spending over the evaluation period (with no clear

%8 Article 8 of the Partnership agreement between the members of the African, Caribbean a