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Introduction
Focused on growth
Rwanda continues to be focused and driven in its bid to achieve
economic growth as a country and prosperity for its people. This
budget has not deviated from the goals enunciated in the Economic
Development and Poverty Reduction Strategy (EDPRS) framework.
The thematic areas have still taken centre stage with Rwf 879.7 billion
which represents 50% of the budget being allocated. Under these
thematic areas, economic transformation has taken the lion’s share
which is no surprise since it cuts across infrastructure such as road
construction, airport expansion, and extension of power countrywide to
agriculture such as the expansion of the area for tea production.
Rwanda is a tale of learning. Government has identified what works
for it and built on that success. In the financial year ended June 2014,
the Government issued an international bond that did very well. They
successfully repeated the same feat in the following year.
In the area of education, while recognising the need for skilled labour,
the Government is continuing to invest in vocational training and the
training of skills development teachers. Equiping young people with a
skill especially one where they can be self employed is like the saying,
“Give a man a fish and you feed him for a day. Teach a man how to
fish and you feed him for a lifetime”. A lot of professionals become
superfluous with the changing times but certain skills will always be
required.

Inflation has seen an increase from 2.1% at the end of December 2014
to 2.2% at the end of May 2015. The low inflation rate was as a result
of high agricultural yields, and low energy and transport prices that
caused a decline in food prices. However the projection is that inflation
will increase to 3.5% by the end of 2015, and by 5% in the medium
term.
The 2015/16 total budget is estimated at Rwf 1,768.2 billion,
comprised of internal resources amounting to Rwf 1,174.2 billion
(Rwf 894.8 billion from taxes, Rwf 219 billion from other internal
resources, Rwf 60 billion from internal loans) which represents 66% of
the total budget. External resources comprise Rwf 594 billion (grants
and aid), representing 34% of the annual budget.
Of that, recurrent expenditure is expected to be Rwf 888.9 billion (50%
of the total budget), net lending will amount to Rwf 132 billion (8%),
and development budget will be Rwf 747.3 billion (42%), which will
be split between domestically financed projects (Rwf 467.1 billion) and
externally financed projects (Rwf 280.2 billion).

Overall, the economy grew by 7% in 2014/2015 which was well above
the 4.7% registered in 2013/2014. The expectation is that it will grow
by 6.5% in 2015/2016, despite some domestic and external challenges.
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Financial Sector
The capital market is expected to be the pillar of development in long
term and as such Government has proposed a legal project which has
been tabled before Parliament, whose aim will be to specify the proper
rules and regulations of the stock market.
From July 2014 till the end of May 2015, the number of commercial
bonds traded were worth Rwf 46.2 billion. The capital market saw
a further boost with the listing of Crystal Telecom which is a 20%
shareholder in MTN Rwanda, one of the main players in the Rwanda
telecommunication space. This kind of investment shows the
confidence that big business has in the economy and can only lead to
more listings.
The Government has itself been a main participant in this arena with
the Ministry of Finance and Economic Planning in partnership with the
National Bank of Rwanda (“BNR”), issuing long term bonds for a 3 to
10 year period worth Rwf 55 billion.
The cost of borrowing is still high in Rwanda and access to finance is an
issue. A vibrant financial sector is necessary for expansion of business.
For the most part, financing available is short to medium term which
makes it difficult to plan for long term projects. For most Rwandan
businesses, foreign financing is just not an option. While very little
came out in this year’s budget in respect to the banking sector, the
Government of Rwanda is focused on continuing to maintain a stable
financial sector that can contribute to investment promotion. To this
end BNR will support commercial banks in reduction of non-performing
loans and lending interest rates as well as provide support in capacity
building for commercial banks staff.

Public Sector
Education
The Government of Rwanda aims to transform Rwanda into a middle
income country by 2020. At the heart of achieving this Rwanda’s social
and economic development objective is the development of its most
valuable resource – its people. As a result, the Ministry of Education
(MINEDUC) has vowed to transform the Rwandan citizen into skilled
human capital for the socio-economic development of the country by
ensuring equitable access to quality education focusing on combating
illiteracy, promotion of science and technology, critical thinking, and
positive values.
Progress towards these goals has been remarkable in 2014 where
enrollment in primary school increased by 12% compared to 2013 and
22.5% students in the tertiary education are pursuing a curriculum in
science, with 34% among them in medicine.
In an attempt to continue the journey towards the attainment of its
education goals, the 2015/2016 Budget has provided for increased
productivity and youth employment to the tune of Rwf 879.7 billion.
This allocation will also serve the economic transformation, rural
development, and accountability governance. In addition, Rwf 13.8
billion has been awarded to skills development while Rwf 5.2 billion has
been allocated towards the National Employment Programme.
With this, the Government of Rwanda promises its people opportunities
to develop knowledge, skills and attitudes to compete in the labor
market and contribute to the social and political life of their country.
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Infrastructure
Rwanda understands the importance of infrastructure in the
development of a competitive private sector and to boost to tourism.
To this end the Government continues to invest heavily in infrastructure.
Rwanda’s annual budget continues to show emphasis on construction
and renovation of transport and other infrastructure. To develop a
vibrant private sector, Rwanda is investing in roads, energy and water
infrastructure as well as the construction of the Kamembe and Rubavu
airports with the intent of boosting the tourism sector.
In this year’s annual Budget, Rwf 409.4 billion has been allocated
to economic transformation of which a large portion relates will
go towards infrastructure development. Some of the infrastructural
development activities budgeted for include: construction of roads for
instance a 66 km road from Mwityazo to Karongi which will cost
Rwf 10.7 billion, the road from Rubavu to Gisiza which will cost
Rwf 10.3 billion and renovation of the road from Huye to Kitabi at a
cost of Rwf 8.4 billion.
The construction of the airports of Kamembe and Rubavu have been
budgeted for at a cost of Rwf 4.4 billion. Development of provincial
industrial parks in all four provinces is budgeted for Rwf 1.8 billion.
Health sector
Rwanda has had an improved health system over the years with a
decentralized multi-tiered system of four referral hospitals which are
Centre Hospitalier Universitaire de Kigali (CHUK), Centre Hospitalier
Universitaire de Butare (CHUB), King Faisal Hospital (KFH) and the
Kanombe Military Hospital. In 2014, four additional hospitals in Kibuye,
Kibungo, and Ruhengeri were made referral hospitals.
The population of Rwanda is predominantly rural, and to serve its
people, the government has planned to upgrade the Bushenge,
Kinihira, Ruhango, and Rwamagana hospitals from communal
hospitals (merely involved with the outpatient programmes such as
immunizations and family planning services) to provincial hospitals with
extended healthcare services.
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Rwanda is one of the countries on track in achieving Millenium
Development Goals 4 and 5; namely that of reducing by two-thirds the
under-five mortality rate and reducing by three quarters, the maternal
mortality ratio.
Energy & Resources
Power constraints continue to stifle Rwanda’s investment attraction
programs and despite several ongoing energy projects in the country,
Rwanda is yet to generate enough electricity to meet growing demand.
In a bid to bolster the country’s limited power generation, this year’s
budget allocated Rwf 13.3 billion to the national transmission line. The
400KV electricity transmission line is one of the major Northern Corridor
Integration projects being coordinated by Rwanda, Uganda and Kenya
and is aimed at accelerating regional development by pooling and
sharing a scarce resource, electricity.

Agriculture
Like most African countries, agriculture is the backbone for Rwanda.
However this is very much still at subsistence level. Notwithstanding
this Rwanda’s exports showed an overall increase by 3% in the financial
year. A lot of the exports are related to agriculture. This means that
there is more that can be done and the Government is doing its bit. For
the year 2014, agricultural production increased by 5% and is projected
to grow by 5.2% and 5.3% in 2015 and 2016 respectively.
In the 2014/15 fiscal year, the Government achieved a lot in its efforts
to commercialise and increase agricultural production such as:
• Construction of 16,115 hectors of radical terraces by the Ministry
of Agriculture to increase land for production.
• Reclaimation of 750 hectors of swamp land with the reclamation
of 1,270 hectors still in progress.
• Distribution of cows through the Girinka project to 13,658 poor
families.
• Rehabilitation of 117 km of feeder roads to help farmers transport
their produce to the markets.

Efforts in agriculture will continue in this coming financial year with
Government putting aside money for:
• Distribution of fertilizer and seeds to farmers at a cost of
Rwf 10.6 billion.
• Extensive of irrigation projects to cost Rwf 10.5 billion.
• Swamp reclamation in Kirehe District to cost Rwf 1.9 billion.
• Rural agriculture Development Project (RSSP Phase II)
Rwf 10 billion.
• Agriculture and livestock infrastructure in Bugesera District
Rwf 4.2 billion.
• Livestock infrastructure development (LISP) at Rwf 3.8 billion.
• One Cow per poor family Program estimated at Rwf 1.5 billion.
• Increase in acreage of land for tea plantation at a cost of
Rwf 5.3 billion.
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Income tax
Widening of the tax base
The measure
Enlargement of tax base through registration of 6,000 co-operatives.
Who will be affected
Co-operative societies.
When
In the coming financial year.

Our view
With no new taxes being introduced and yet
the contribution of tax revenue to the resource
envelope increasing, it follows that the RRA
has to consider who it can bring into the tax
bracket. Co-operative societies are registered
under their umbrella body. However most are
not registered for taxes. Working in conjuction
with the regulator ensures that the Revenue will
have a measure of success in identifying and
therefore requiring them to comply with income
tax.
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Custom & Excise duties
Stay of application of duty
The measure
Rwanda has been granted stay of application of duty or reduction of duty on the
following:
• Road tractors/ semi-trailers: 0%.
• Transport vehicles between 5 to 20 tonnes: 10%.
• Transport vehicles above 20 tonnes: 0%.
• Public transport vehicles of between 25 and 50 people and those of above 50 people
and above at a duty rate of 10% and 0% respectively.
• Sugar (less than 70 tons imported): 0%.
• Unprocessed rice: 45%.
• Inputs in telecommunication sector: 0%.
• Raw materials (as per specified list): 0%.
Who will be affected
Importers of the above items.
When
Next financial period.
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Our view
Most of the items on which duty has been
reduced or removed are either raw materials,
foodstuff needed by the Rwandan people or are
necessary for the sectors that Rwanda is trying
to grow.

Miscellaneous

Miscellaneous
Tax compliance
Improvement of use of the Electronic Billing Machine (EBM) through extending use to
other taxes which are yet to be specified.
The measure
Given how well the implementation of the EBM machines for VAT has worked, the RRA is
looking at ways to extend something similar to other taxes.
Who will be affected
Taxpayers in general.
When
Not specific.
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Our view
The automation of taxes has improved service
delivery as well as the efficiency of tax collection
which has resulted in increased collection. It is
therefore not surprising that with the same tax
base the revenue authority is seeking measures
to extend this to other taxes.
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