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ABSTRACT

The research was on performance contract scenario in socio-economic development of Rwanda.
The research was conducted in Gatsibo District which is one of the seven Districts found in the
Eastern province of Rwanda. Research was guided by the research questions of the study which
were; to find out if performance contract is a prerequisite to socio-economic developmem, to
examine the effects of performance contracts on the socio-economic development and to find out
measures being used to overcome performance contract limitations in decentralized levels of
leadership.

It was found that resource utilization, quick accomplishment of the work, promotion
efficiency/effectiveness, reduction of corruption, and promotion of hard work were the impact of
performance contract to socio-economic development in Gatsibo District.

On the scenario of performance contracts as a prerequisite to socio-economic development of
Rwanda, the findings revealed that; guaranteeing of accountability, avoidance of laziness.
production of quality work, involvement of community members were the prerequisites of
performance contract in Gatsibo District.

On the limitations of performance contracts in the decentralized levels of leadership, the research
found out that; lack of technical knowledge, poor leadership and managerial skills, corruption
and embezzlement, ethnicity, and gender discrimination were the major challenges of
performance contract.

The solutions to the limitation of performance contracts in Gatsibo District included; increase in
funding, training of more manpower, improvement of managerial skills need, curbing of
corruption, reduction of population through family planning and reconciliation and unity among

others were the major solutions.

Xiv



CHAPTER ONE

INTRODUCTION

1.0 Overview

This section of the research thesis endeavors to give an insight on the research topic
“Performance contract scenario in socio-economic development of Rwanda a case study of
Gatsibo District. This part briefly discusses the background of the study, statement of the
problem, hypothesis, objectives of the study and their realization, scope and profile of the case

study, unit of analysis, justification and organization of the study in chapter one.

1.1 Background to the study

Rwanda is recovering from a national tragedy: the genocide of 1994, which devastated the
country, amplified poverty and development has been taken at a slow rate. Many have concluded
that the consolidated power structure that existed at that time played a role in enabling that
atrocity. Since then, the government was characterized by concentration of powers in the hands
of few individuals at the central government level. The Ministry of Local Government and Social
Affairs (2000) argued that “ The current political, economic and social situations in Rwanda is a
direct consequence of the recent political and administration history of the country the apex of
which was the cataclysmic genocide of 1994, a genocide planned and effectively executed by the

community and agents of the state.”



Relatedly, the inappropriate, highly centralized dictatorial governance of the colonial and post
independence administration of the country excluded the population from participating in
determination of their political, economic and social wellbeing (Ministry of Local Government

and Social Affairs, 2000).

As a result, the Government that came to power in the aftermath of the genocide has seized on
decentralization as a key strategy to help prevent such a tragedy from ever happening again.
The Government of Rwanda (GOR) also views decentralization as a way to promote national

reconciliation, power-sharing and participatory development at all the local levels.

Owing to the second phase of decentralization and local government reform in Rwanda. in 2006.
the government of Rwanda started development strategies based on performance management
contracts. Performance contracts are agreements between an administrator (predominantly
superintendents) and the subordinates to accomplish the agreed upon task in a specified time

bound using specified resources given (Bushweller 1997).

For Murry et al.(1 999:33). A performance contract is an agreement between a government and a
public agency which establishes general goals for the agency, sets targets for measuring
performance and provides incentives for achieving these targets. The use of performance
contracts has been acclaimed as an effective and promising means of improving the performance
of public enterprises as well as government departments. It is on this regard the all government

institutions that is district and the city of Kigali, plus other government institutions signed



performance management contracts with the office of the president of the Republic of Rwanda

indicating their short term programs and goals.

According to (Shirley, 1997:23) Performance contract in public sector is viewed as a device to
reveal information and motivate workers to exert efforts towards socio-economic development.
In this regard, the government of Rwanda has reforms to its different preoccupations; strategic
orientation of the government has been developed in vision 2020, in this strategy, the poverty
reduction elaborated with the participation partners and actors of the government. It is in this
vision that our search will elaborate the impact of performance contracts as an instrument for

socio-economic development of Rwanda taking Gatsibo District as a case study.

Performance contracts represent a state-of-the- art tool for improving public sector performance.
They are now considered as an essential tool for enhancing good governance and accountability
for results in the public sector which is a prerequisite to development (Elizabeth H. 2007).
Therefore, to achieve its development strategies Rwanda has embarked on the system of
performance contract so as to achieve durable development. At the District level performance
contracts are engineered by decentralization process whereby the District is responsible for the

following;

As a legal decentralized entity, the District is responsible for overall coordination of economic
development and for ensuring the coordination of planning, financing, and implementation of
service delivery at sector levels, as well as promoting cooperation with other local governments.

An elected council, a mayor, and an executive committee will run the Districts.



Each district will have 45 regular staff for general administration and the coordination and
management of service delivery. The specific roles of the Districts are to:

Coordinate economic development and projects.

Consolidate sector development plans and ensure that the planned activities are matched with
available resources and reflect the development needs and priorities of the communities. Each

sector will be represented through a technical unit at the District level.

Promote planning, development, and employment; health, family, and child protection;
education, youth, sports, and culture; and administration and good governance.
Promote development (urban and land use planning, housing and infrastructure). Build capacities

of sectors to enhance better service delivery; data collection and population mobilization.

The use of Performance Contracts has been acclaimed as an effective and promising means of
improving the performance of public enterprises as well as government departments. Essentially,
a Performance Contract is an agreement between a government and a public agency which
establishes general goals for the agency, sets targets for measuring performance and provides
incentives for achieving these targets. They include a variety of incentive-based mechanisms for

controlling public agencies controlling the outcome rather than the process (Gok, (2001).

The success of Performance Contracts in such diverse countries as France, Pakistan, South
Korea, Malaysia, India, and Kenya has sparked a great deal of interest in this policy around the
world. A large number of governments and international organizations are currently policies

using this method to improve the performance of public enterprises in their countries.



Performance Contracts represent a state-of-the-art tool for improving public sector performance.
They are now considered an essential tool for enhancing good governance and accountability for
results in the public sector (Elizabeth, H. (2007). international experience with privatization
suggests that the process of implementing a well thought-out privatization program is a lengthy
one. Therefore, in the interim, it is imperative that immediate steps be taken to increase the
efficiency of the public enterprises and reduce further drain on the country’s treasury resulting
from their losses. A rigorous performance contract exercise reveals the “true” costs and benefits
associated with a particular public enterprise. This, in turn, provides a valuable basis for
Privatization. Similarly, the Performance Contracts with government departments are being used
extensively in developing countries to improve the delivery of public services and effectiveness
of government machinery. Many countries have had success in improving the performance of
their own public sector by designing Performance Contracts after carefully examining and
adapting to their particular needs the lessons of the vast international experience with regards to

Performance Contracts (Elizabeth, 11. (2007).

1.2 Statement of the problem

Importing ideas, concepts, and solutions from the best policy reforms in the world is certainly a
good start for designing a policy note. However, when it comes to the time of addressing issues
of implementation and change management in a complex environment, it is best not to import
Concept but rather to use notions that everyone can easily understand and even identify with.
This is just what the notion of IMIHIGO has come about in Rwanda for the implementation of

local government reform aimed for social and economic development of the country and its



people in particular. Thus finding out the existing gap between the theories of implementation of
IMIHIGO and the achievements is a paramount issue behind this study.

IMIHIGO synonymously termed as (performance contracts) is used in Rwanda to design
performance management contracts signed between the president of the Republic and the District
mayors on behalf of their constituencies and local population. It is in this regard that the
performance contract in decentralized levels of administration seeks to ensure effective and
sustainable use of public resources, to guarantee transparent, accountability and participatory
decision making to enhance delivery of basic services.

Therefore, it is on this regard that the study seeks to find out the relationship between
performance contracts and socio-economic development of Rwanda and identify if in this vision
there is an underlying coherence in society that offers a peaceful environment to people. along
with the conditions for developing the collective and individual potential of all Rwandans to

contribute to poverty reduction and economic development.

1.3 Research Questions

The research will seek to answer the following questions so as to address the research problem
and the stated objectives....(OKURUT, 2007:8). Thus, the research questions to this study are as
follows;
.. What is the effect of performance contract to socio-economic development of Rwanda?
2. Do you find IMIHIGO as a prerequisite to socio-economic development of Rwanda?

What are the limitations of implementing IMIHIGO in the decentralized levels of

(OS]

leadership in Rwanda and How do you over come them?



1.4 The purpose of the study

Performance contracts scenario is a phenomena which the academia has not much concern and
hence would be an instrument to high performance in service delivery and as a result read to
development. Thus, the purpose of this study is to examine the effects and relationship between
performance contract and socio-economic development. This study also will pave way for other
scholars interested in the same or related field of study and will be a tool for policy makers to

adjust where there are loopholes in the scenario of performance contract.

1.5 The objectives of the study

1.5.1 The general objectives

The general objective of this study is to examine effects of performance contracts as an
instrument for socio-economic development and if the later is a driving factor towards

development.

1.5.2 Specific objectives

1. To find out if performance contract is a prerequisite to socio-economic development

2. To examine the effects of performance contracts on the socio-economic development of
Rwanda

.

3. To find out measures being used to overcome performance contract limitations in

decentralized levels of leadership.



1.6 The scope of the study

This demarcates the area to be covered by the study, the area could, for instance, be a specific
period or a geographical territory (Wangusa 2007). Thus the research was limited to the research
topic focus on the impact of performance contracts in socio-economic development.

The study was also limited to Gatsibo District as the case study which is one of the districts
making up eastern province of Rwanda. The research was conducted in Gatsibo District which is
one of the seven districts making up the Eastern province of Rwanda. It has a total surface area
of 1585,3 Km2 It has 14 sectors, 69 cells, 603 villages (Midugudu), 71067 families and a total
population of 366,879,

The major issues covered in this study were; the quality of service delivery, accountability and
commitment among other whereas, the major variables of this study were; IMIHIGO as an

independent and development as dependent.

1.7 The significance of the study

This research will add potential to this field of academia and will be a scientific document which
will help other researchers, policy makers and academicians interested in the same field. It will
also pave way for other people to carry out different researches that are closely related to
performance contracts and development. It will also help policy makers in Rwanda to draft

suitable policies regarding performance contract and development.



1.8 Organization of the study

This study was organized into five chapters;
Chapter one included; introductory overview, background to the study, statement of the problem,
purpose of the study, research questions, objectives, scope and significance of the study among

others.

Chapter two focused on the literature review of the study with reference to different sources of
data, especially textbooks, journals, related documents among others.

Chapter three dealt with the methodology employed to the study such as research design,
sampling procedure, sample, instruments used, the procedure and data analysis.

Chapter four was the interpretation of the findings of the study including answers to research
Questions and proving out the objectives of the study how they have been realized or not.
Chapter five was Discussions, Conclusions and Recommendations. This gave out the discussions
on the researcher’s ideas in comparison with the research findings, this part also included
conclusions of major findings and recommendation to policy makers and to researchers so as to

exhaust the field of the study.

1.9 Review

This chapter was embarking and tried to show how Gatsibo District is dealing with the issues of

performance contracts towards the socio-econornic development of its community and

9



overcoming different problems of poverty and what has been the impact of imihigo on the
population to enhance their socio-economic conditions of life.

This study was conducted in Gatsibo District, It is situated in the Eastern Province of Rwanda
where the researcher aimed at identifying the scenario of performance contracts in socio-
economic development of Rwanda focusing on Gatsibo District as the case study, and attempt to
show the role and relationship between the performance contract and socio-economic
development of the country. Among others the variables of the study included the government

policies to foster development and performance contracts in particular.

1.10 Definitions of Key terms

1.10.1 Performance

It has been defined by Fouchet, R. (2000:401), as the degree of accomplishment of tasks that
make up an employee’s job. Whereas according to Gok (1999:11) performance is the
organizational ability to attain its goals by using resources in an efficient and effective manner to

accomplish institutional objectives and goals.

1.10.2 Contract

According to the Black Law Dictionary (1989) a contract is an acreement between two or more
o y o
parties creating obligation that are enforceable or otherwise recognizable by law. A contract is a
binding legal agreement that is enforceable in a court of law. That is to say, a contract is an
g legal ag

exchange of promises for the breach of which the law will provide a remedy. As far as this study

10



is concerned contracts are agreements signed between the District Mayors on behalf of their
constituencies or communities and his Excellence the president of the republic of Rwanda.

These contracts are more based on competitive performance rather than win-win situation.

1.10.3 Performance contract

It is a mutual agreement between two parties that clearly specifies their mutual performance
obligations, intention and responsibilities MTNALOC (2006), performance contracts have been
applied as a mechanism embarked on to achieve or reach stated goals. This can go hand in hand
with managerial organizational performance and motivation. How successfully an organization
achieves its objectives, satisfies social responsibilities to large extent depends on performer.

Performance contracts are agreements between an administrator (predominantly superintendents)
and the school board that link the administrator’s pay to indicators of job performance. Most
commonly, performance contracts include bonuses for a job well done, and, less often, salary

decreases for poor performance.

1.10.4 The concept of Development

The term development is so controversial it may vary in defining depending on who is defining
it, however one can not hesitate to give an insight of major elements in elaborating the term
which generally means the process of a general improvement in the level of living, together with
decreasing inequality of income distribution, and the capacity to sustain continuous improvement
over time. Inevitably there must be a certain arbitrariness in choosing the components to be

included and then relative sets would consist of; income improvement, education, health and

11



nutrition, and consumption including food, housing and such services as water supply, transport,

social protection and so on (JAMES,1973).

12




CHAPTER TWO

LITERATURE REVIEW

2.0 OVER VIEW

This study reviewed the related literature to the field of the study looking and analyzing what
other scholars and researchers have done so far on the topic or related areas. This embarked
much on the role of performance contracts in socio-economic development and the
interrelationship between performance contracts and socio-economic development. Thus this
chapter was organized beginning with definitions of the major concepts, among these are
performance contracts, Development both social and economic development, the essence of

performance contracts and the advantages of performance contracts to mention but a few.

2.1 Performance

It has been defined by Fouchet, R. (2000:401), as the degree of accomplishment of tasks that
make up an employee’s job. Whereas according to Gok (1999:11) performance is the
organizational ability to attain its goals by using resources in an efficient and effective manner to

accomplish institutional objectives and goals.

2.2 Contract

According to the Black Law Dictionary (1989) a contract is an agreement between two or more

parties creating obligation that are enforceable or otherwise recognizable by law. A contract is a

13



binding legal agreement that is enforceable in a court of law. That is to say, a contract is an
exchange of promises for the breach of which the law will provide a remedy. As far as this study
is concerned contracts are agreements signed between the District Mayors on behalf of their
constituencies or communities and his Excellence the president of the republic of Rwanda.

These contracts are more based on competitive performance rather than win-win situation.

2.3 Performance contract

It is a mutual agreement between two parties that clearly specifies their mutual performance
obligations, intention and responsibilities MTNALOC (2006), performance contracts have been
applied as a mechanism embarked on to achieve or reach stated goals. This can go hand in hand
with managerial organizational performance and motivation. How successfully an organization
achieves its objectives, satisfies social responsibilities to large extent depends on performer.

Performance contracts are agreements between an administrator (predominantly superintendents)
and the school board that link the administrator’s pay to indicators of job performance. Most
commonly, performance contracts include bonuses for a job well done, and, less often, salary
decreases for poor performance. The American School Board Journal and George Mason
University conducted a nationwide survey of superintendents and school board members on the
issue of performance contracts. Survey results revealed that while the majority of respondents
(67 percent of board members and 63 percent of superintendents) believed superintendents’
salaries should increase with improved District performance, only 44 percent of board members
and 34 percent of superintendents believed there should be a decrease in salary for poor

performance (Bushwalker 1997).

14



2.3.1 Performance contracts in Rwanda

Rwandese tradition, IMIHIGO refers to a well known ancestral ritual in which a group of people
engages publicly in specific accomplishments to test their bravery. They then by all means try to
respect their engagement. A failure is an immense dishonor that brings shame not

only on the individual but also on his or her community. If the challenger succeeds, all his or her
community will gain respect and admiration from other communities. In a sense, individuals

who are committed to an IMIHIGO ritual are bound to their own social group and their
engagement can be seen as a pact between themselves and their community. The IMIHIGO also
encourages a competitive spirit among the challengers. One of the key characteristics of an
IMIHIGO is the fact that it is not based on coercive sanctions in case of failure. It is a system

based on bravery, courage, and admirations

Performance contracts shares the same meaning of the word “IMIHIGO” in Kinyarwanda. In
Rwanda traditional Imihigo referred to a well known ancestral ritual in which a person or a group
of people engaged publically to accomplish their objectives so as to test their bravery. This
inspired them to respect their engagements due to the fact that a failure is an immense dishonor
that brings shame not only on the individual but also in his or her community. If a challenger
succeeds all his or her community will gain respect and administration from other communities,
this implies that in performance contracts there is a lot of competition which leads to high

performance.
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In this sense individuals who are committed to “Imihigo” ritual are bound to their own social
group and their engagement can be seen as a part between themselves and their community. The

“IMIHIGO” also encourages the competitive spirit among the stake holders and competitors.

One of the major characteristics of Imihigo is that the fact that it is not based on coercive
sanctions in case of failure, rather it is a system based on bravery, courage and administration. If
a person fails, he or she is going to be given another chance to succeed (OSSREA December

2006 pg 11).

In today’s context of “IMIHIGO” it is used in Rwanda to designate a performance management
contracts signed between the President of the Republic and District Mayors on behalf of their
constituents, the engagement is recorded publically in a written contract that presents a set of by
Developments backed by specific performance indicators over a period of one year.

The first “IMIHIGO” signing ceremony was held on April 2006 at the National Assembly in the
presence of the leading state dignitaries, the Donors, Media, which broadcasted the ceremony
live through Radio and Television. The population knew that “IMIHIGO” engaged their
communities as much as the person who signed them, so the engagement between the Districts
and the president was mutual and intended to realize the series of development priorities over a
period of a year. Since then the president has argued the central governments to support the
Districts and their community through Human, Technical and Financial resources. This is how

“IMIHIGO” concept was adopted to focus on results at the local level.
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2.3.2 The Essence of performance contracts

The performance contracts approach shares many characteristics with modern best management
tools. First, they identify a set of clear priorities and show specific targets backed by measure of -
performance indicators. Performance contracts have a well defined performance monitoring and
evaluation process, and constitutes an efficient accountability mechanism of national

development targets (MINALOC, 2006:50)

Performance contracts are based on visible intention of mobilizing resources for economic
growth. Under conditions of scarce resources, planned and well managed interventions involving
the people themselves rationalize the use of new model. Performance contracts through
improved service delivery especially in the social sectors such as education, health and sanitation

should be an in road to improve the well being of the people (MINALLOC, 2006).

2.3.3 The advantages of performance contracts

According to (MINALOC, 2006) the advantages of performance contracts have been identified
as follows;
e Since performance contracts (IMIHIGO) operates under community participation, it
encourages community as well as individual hard working.
o It encourages efficiency and effectiveness since it is characterized by close monitoring

o

and evaluation and this increase service delivery mostly in areas that were prioritized by
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local levels of administration such as Umudugudu, cell, Sectors and District contracts
with the central government.

e IMIHIGO as it involves community participation, it helps in identifying the ground
problems by using community members as they are experienced with their local problems
and prioritizing in finding solutions.

e IMIHIGO helps in fighting corruption and acts as a break through by ensuring that
important solutions of national and local stake holders are achieved during the course of

calendar year due to efficient accountability and incentives mechanism.

2.3.4 Performance contracts monitoring and evaluation

The ministries provided a well defined monitoring and evaluation process to measure and
compare district’s performance. The IMIHIGO monitoring and evaluation system is structured

into four predetermined steps.

A monthly report sent to the ministry of local government, community development and social
affairs as a monitoring tool for activities. This report indicates the progress of work on the
performance contracts, it also entails to describe how the budget is being allocated to the specific

activities which it was planned for before.

A quarterly review looking at performance indicators of work done between the leaders of local
government institutions and the corresponding districts where the performance work is being
carried out. This is done by a team of experts from the provincial level to monitor and evaluate

the performance level of each district and compare which of the district doing better than others.
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A midterm review (every six months) on the overall IMIHIGO performance. at which time the
local government leaders meet the president and central government ministries to check how far
they have gone and look for the way forward. An annual assessment that is held during the
existing annual national dialogue on the state of progress, as provided for under the constitution
as a consultative forum between the president, members of parliament, central ministries, local
government, civil society and other stakeholders (MINALOC, 2006). This function which is
done yearly, it is a competitive one where by the mayors representing their districts or
constituencies are rewarded according to the improvements they have made in that community.
This is the real phase that creates a spirit of nationalism and hard working among local

government civil servants and their communities at large.

2.3.5 IMIUIGO as a Results-Based Management Tool

According to the (Policy Note on IMIHIGO, 2006) Soon after the signing ceremony, the district
mayors started communication campaigns to explain the key priorities and the targets that the
districts committed to. Sectors and cells were solicited to develop their own action plan and
targets and to mobilize their populations for local action. IMIHIGOs were also signed locally
between the districts and the sectors to increase the binding of all the local governments to
harmonized objectives. No other reform initiative could have generated such a quick ownership
process as IMIHIGO because the nation could identify with it and knew the meaning of it
immediately. It became for the local leaders a powerful tool to gather together the resources

needed to produce results that matter for the population.
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The IMIHIGO approach shares many characteristics with modern results-based management
tools. First, each IMIHIGO identifies a set of clear (and limited) priorities. Second, each
IMIHIGO presents a set of specific targets backed by measurable performance indicators. Third,
each IMIHIGO undergoes a well defined performance monitoring and evaluation process.

Fourth, each IMIHIGO constitutes an efficient accountability mechanism and an incentive for
local government leaders and their population to implement the decentralization policies and to

meet regional and national development targets.

2.4 IMIHIGO & Decentralization in Rwanda

As decentralization deepened, the Government of Rwanda introduced new strategies to ensure
that good governance was benchmarked to targets and results in service delivery. One such
strategy were the performance management contracts signed between Districts and the central
government and between Districts and lower-level local governments. The performance
contracts are popularly known as IMIHIGO. The IMIHIGO were first introduced after the April
2006 local elections. This is when new mayors on behalf of the people they led and the districts
they represented, signed each a contract with the President of the Republic of Rwanda. Since
then, contracts are signed each year. Every contract entails a number of targets to be achieved in
a period of a year by the district administration. The contracts also commit the central
government to support local governments technically and financially in realizing their targets.
Nowhere else in the Great Lakes region of East Africa do elected local leaders sign contracts
with the central government that oblige them to make pledges about what they aspire to do to

deliver services to their electorates. The contracts are monitored through a three-tier system.
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Every month districts submit reports on progress to the Ministry of Local Government
(MINALOC).

In addition they submit quarterly reports to the Prime Minister. Further, they submit semiannual
reports to the president of the Republic. The pledging and contracting have been replicated at
lower levels of the local government system up to the village Umurenge (sector), Akagari (cell),
& ri.i:vedu (village)]. The central objective of the Government of Rwanda in harnessing this old
cultural practice and incorporating it into modern local government was to improve the quality of
service delivery both at central and local levels. For local elected local leaders, imihigo has
empowered them while at the same time opening them up to keen scrutiny, thereby focusing
their minds on living up to the expectations of their constituents and the central government

(Mutebi, 2005).

2.5 The concept of Development

The term development is so controversial it may vary in defining depending on who is defining
it, however one can not hesitate to give an insight of major elements in elaborating the term
which generally means the process of a general improvement in the level of living, together with
decreasing inequality of income distribution, and the capacity to sustain continuous improvement
over time. Inevitably there must be a certain arbitrariness in choosing the components to be
included and then relative sets would consist of; income improvement, education, health and
nutrition, and consumption including food, housing and such services as water supply, transport,

social protection and so on (JAMES,1973).
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UMALELE, (1996:4), contends that, development should be perceived as a multi-dimensional
process involving the re-organization and re-orientation of entire economic and social spheres. In
addition to improvements in incomes and output it typically involves radical changes in
institutional social and administrative structures as well as in popular activities and even

sometimes in customs and beliefs.

According to (MICHAEL, 1977), development is the process of improving the quality of all
human lives. He gave the following aspects;

o Raising people’s living levels ie their income, consumption levels education etc through
relevant economic growth processes.

o Creating conditions conducive to the growth of people’s self esteem through the
establishment of social, political and economical systems and institutions which promote
human dignity and respect.

e Increasing people’s freedom to choose by enlarging the range of their choice variables-

for example, increasing varieties of consumer goods and services.

According to Sapru (1994), development is a complex phenomenon comprising many
dimensions- social, political, economic, administrative and cultural. It is a relative term based on

values than description.

Development never will be and never can be defined to universal satisfaction. Michael Todaro
cited in Sapru (1994) describes development as a multi-dimensional process involving changes

in structures, attitudes and institutions as well as the acceleration of economic growth, the
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reduction of inequality and the eradication of absolute poverty. Chi-Yuen Wu (2004) defines
development as “a process of societal transformation from a traditional society to a modern

society and such a transformation is also known as modernization”.

The Brandt commission report also indicates that development is now widely recognized
asinvolving a profound transformation of the entire economy and social structure.

In briet development is a process of improving the well-being of people. It is about raising the
standards of living of the people improving their education and health and also opening them out

to new and equal opportunities for a richer and more varied life.

2.5.1 Economic development

Economic development is an important component of development of the general process of
development, it address the issues of raising national income, reducing poverty, more equitable
distribution of wealth and income, these are political concerns to the economic dimension of
development (HOGENDORN,J. 1996). On the other hand , (CLEVER, 1997) argues that
economic development is the process by which an economy is transferred from whose rate of
growth of per capita income is small or negative, to one in which a significant self sustained rate
of increase of per capita income is a permanent long-run feature.

To Mairer (1986:6) believes that economic development is the process whereby the real per
capita income of a country increases over for a long period of time, subject to the stipulations
that the number below the “poverty line” does not increase and that the distribution of income

does not become an equal.
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Mairer further cited that;

If an interest in the development of a poor country arises from a desire to remove mass
poverty, then we should also emphasize as the primary goal to rise per capita real
income rather than simply an increase in the economy's real national income and
connected for population change. He also stresses along period of time because what is
significant from the point of development is sustained increase in real income not simply

a short period rise, such as occurs of to the upswing of business cycle”

According to the above statement one can say that, economic development is the process by
which real GNP per capita increases qualitatively and quantitatively over a long period of time in
the country. It can be measured by increase in real per capita income and increase in things

which improve the welfare and quality of life such as housing, medical care and food.

2.5.1.1. Major Challenges facing Rwanda’s Economy today

The economy of Rwanda is currently characterized by internal (Budget deficit) and external
(Balance of payments) macroeconomics disequilibria, alongside low savings and investment
rates and high unemployment (Table 1) in addition, Rwanda’s exports, composed mainly of tea
and coffee whose prices are subject to fluctuations on the international market have not been able

to cover imports needs (Rwanda’s Vision 2020: 2000)
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Table 1: Rwanda’s Macro-economics indicators from 1995 to 2000

indicators 1995 1996 1997 1998 1999 2000
tion rate (%) CPI 48.2 13.4 11.7 6.8 2.4 3.9
GDP Deflator 513 10.9 15.6 2.2 -3.5 3.3
ngs less investment % GDP -22.3 20 -18.4 -174 1 -15.6 -16.3
In billion - - -
RwF -77.5 -85.4 | 103.1 110.1 | 101.8 -115
nal absorption (%GDP) 122.8 120.3 | 124.6 | 1204 118.7 | 113.7
rall budget deficit (%GDP) | Without -13.3 -13.1 -9.9 -8.3 -9.7 -8.9
grants
With grants 2.3 -5.7 -2.5 -3 -3.8 0.1
Excl. official | -20.5 -19.1 -17.6 | -16.8 -17.1 1-16.9
transfers
-ent balance transfers Incl. Official | 4.5 -0.3 -4.9 -9.4 -7.6 -5.1
| GDP per capita (USD) 185.6 | 2043 |216.8 |202.6 252.5 | 227.7
t service (% Exports) 20 14 17 26 25

Source : Rwanda Development Indicators Reports, BNR Reports

This overall situation can be best explained by reviewing a number of individual challenges

facing Rwanda’s economy however, since 2000 as the table above shows there has been a

remarkable progress on the national economy but one can not underestimate the following

challenges;
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(i) Diminishing agricultural productivity and Arabic land distribution

Agriculture, accounts for more than 90% of the labor force, yet remains unproductive and largely
on a subsistence level. Distribution of arable land now stands at one hectare for every 9
Rwandans and is diminishing due to high birth rates. The obvious consequence is that a
substantial number of rural families who subsist on agriculture own less than I hectare, which is
too small to earn a living. Available pastureland is 350,000 hectares most of which is of poor
quality. This results in intense exploitation of the land, with no simultaneous application of
corrective measures, most notably through fertilizer use. The net result has been a decline in land
productivity and massive environmental degradation, contributing to rampant malnutrition
amongst the Rwandan population. Rwandans can no longer subsist on land and ways and means

need to be devised to move the economy into the secondary and tertiary sectors.

(ii) Natural Barriers to trade

Rwanda is land-locked, with long distances from ocean ports; a factor that raises transportation
costs for both exports and imports. The country lacks a link to regional railway networks, which
means most trade is conducted by road. Poor road quality creates high transportation costs
leading to inflated prices of domestically manufactured products, as raw materials used for
manufacturing need to be imported. These natural barriers to trade hinder industrial and other

forms of development.

(iii) Narrow economic base
It is clear that increases in the productivity and exports of Coffee and Tea alone, will not be

sufficient to build the Rwandan economy. Therefore efforts need to be made to expand the
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economic base and especially exports. Although there are small pockets of various high value
minerals in Rwanda, there is no single natural resource of sufficient quantity that will kick-start
the economy. For several decades, the mining sector was largely based on the extraction and
export of Cassiterite from several mines and numerous surface operations. Deposits of other
minerals such as Wolfram, Colombo-tantalite and Gold do exist, but total reserves are not
known. The country does have estimated reserves of 60 billion cubic meters of natural gas in
Lake Kivu, but this sector has lacked investments both for effective exploration and profitable

exploitation.

(iv) Weak institutional capacity

Governance, including the management of public resources remains insufficient due to lack of
sound institutions and competent personnel. Rather than develop sound systems themselves, past
governments continued to rely on foreign technical assistance that was both costly, largely
indifferent to domestic long term needs and failed to build local capacities. Although great
progress has been made on this front, it still represents a significant hindrance to effective

governance.

(v) Low level of human resource development

The severe shortage of professional personnel constitutes an obstacle to the development of all
sectors. Lack of adequately trained people in agriculture and animal husbandry hampers
modernization of this sector, whilst a shortage technicians and competent managers severely
constrains the expansion of the secondary and tertiary sectors. Illiteracy is rampant both amongst

the urban and the rural population with 48% of Rwandans unable to read and write. Addressing

27



this situation is made more difficult by the prevalence of major diseases, such as malaria and

HJV/AIDS, which together with malnutrition reduce the productivity of the population.

(vi) Public debt

Rwanda’s public debt constitutes a major obstacle to its economic development. Public debt
stands at about 1JS$ 1.5 billion and is larger than current national GDP of US $ 1.3 billion (2000
data). About 75% of public debt is owed to the World Bank and other multilateral lenders. This
has been accumulating at a rate higher than the country’s capacity to generate wealth to service
the debt. A return to sustainable level of debt, where existing debt can be serviced comfortably
without jeopardizing the country’s growth prospects, is envisaged for 2015. However, continued
debt relief and grant financing by donors will still be needed, at least in the medium term and a

significant rise in export earnings is vital to avoid returning to the current situation.

(vii) Social and Economic Consequences of the Genocide

The 1994 Genocide devastated the Rwandan economy as well as its population. GDP was halved
in a single yew, eighty percent of the population was plunged into poverty and vast tracts of land
and livestock were destroyed. The genocide also exacerbated a number of development
constraints, winch existed before 1994. The already poorly developed productive infrastructure
was completely destroyed and the nation was robbed of a generation of trained teachers, doctors,
public servants and private entrepreneurs. Thus, the consequences of genocide have devastated
Rwanda’s social, political and economic fabric. Without successful reconciliation, political

stability and security, private investors will not develop confidence in the country.
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2.5.2 Social development

Social development is a broad concept that is quite close to economic development, according to
HOGENDORN (1996), economic development is not a problem to be addressed economically
that should be taken around the changes to the surrounding world. Social development has come
to mean bringing about improvement in social well-being of people its components consists of
provision of health, a change in the status of women, regulation of labor and improved system of

works and reduction of poverty and social problems.

According to Garry Jacobs and Harlan Cleveland (1999) Social development consists of two
interrelated aspects learning and application. Society discovers better ways to fulfill its
aspirations and it develops organizational mechanisms to express that knowledge to achieve its
social and economic goals. The process of discovery expands human consciousness. The process

of application enhances social organization.

Society develops in response to the contact and interaction between human beings and their
material, social and intellectual environment. The incursion of external threats, the pressure of
physical and social conditions, the mysteries of physical nature and complexities of human

behavior prompt humanity to experiment, create and innovate.

The experience resulting from these contacts leads to learning on three different levels of our
existence. At the physical level, it enhances our control over material processes. At the social
level, it enhances our capacity for effective interaction between people at greater and greater

speeds and distances. At the mental level, it enhances our knowledge.
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While the learning process takes place simultaneously on all these planes, there is a natural
progression from physical experience to mental understanding. Historically, society has
developed by a trial and error process of physical experimentation, not unlike the way children
learn through a constant process of physical exploration, testing and even tasting. Physically, this
process leads to the acquisition of new physical skills that enable individuals to utilize their
energies more efficiently and effectively. Socially, it leads to the learning and mastery of
organizational skills, vital attitudes, systems and institutions that enable people to manage their
interactions with other people and other societies more effectively. Mentally, it leads to

organization of facts as information and interpretation of information as thought.

The outcome of this learning process is the organization of physical skills, social systems, and
information, which are then utilized to improve the efficiency and effectiveness of human
activities. It is a cyclical process in which people are continuously learning from past

experiences and then applying that learning in new activities.

This learning process culminates in a higher level of mental effort to extract the essence and
common principles or ideas from society’s organized physical experiences, social interactions
and accumulated information and to synthesize them as conceptual knowledge. This abstract
conceptual knowledge has the greatest capacity for generalization and application in other fields,
times and places. The conceptual mind is the highest, most conscious human faculty. Conceptual

knowledge is the organization of ideas by the power of mind. That conceptual knowledge
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becomes most powerful when it is organized into a system. Theory is a systematic organization

of knowledge.

A comprehensive theory of social development would provide a conceptual framework for
discovering the underlying principles common to the development process in different fields of
activity, countries and periods. It would also provide a framework for understanding the
relationships between the accumulated knowledge generated by many different disciplines. If
pursued to its logical conclusions, it would lead to not just a theory of social development, but a

unifying theory of knowledge—which does not yet exist in any field of science or art.

2.5.3 Socio-Economic Development

According to Tayebwa (1992), Socio-Economic Development refers to the process by which real
GNP per capita increases quantitatively and qualitatively over a long period of time in the
country. It is measured by the increase in real per capita income and increase in things which
improve the quality of the life of man for example Housing, medical care, food, education and
infrastructure. In this case Rwanda is among the developing countries where the GDP increase
per annum is relatively higher than others, this is for real since before the global economic crisis
that heat the whole world in 2009 Rwanda’s rate of economic growth was growing at 11% which

was among the highest figure not only in great lakes region or Africa but the world at large.

The World Bank report (1997:3) defines socio-economic development as a strategy to improve

the economic and social life of a specific designed group of people especially the rural poor. It
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involves extending the benefits of development to the poorest amongst those who seek a
livelihood in the rural areas. The group may include small scale farmers, tenants and the landless

who are the most vulnerable in rural communities.

A strategy for socio-economic development must recognize three points (World Bank 1997:135)
firstly, the rate of transfer of people out of low productivity agriculture and related activities into
rewarding pursuits has been; and given the relative size of the modern sector in most developing
countries where Rwanda is also one of them, will remain a calamity if nothing is being done.

Secondly, the mass of the people in rural areas of developing countries face varying degrees of
poverty, their position is likely to get worse if population expands at unprecedented rates while
limitations continue to be imposed by the available resources, technology, institutions and

organizations.

Thirdly, rural areas have labor, land and at least some capital which if mobilized could reduce
poverty and improve the quality of life of people in rural areas. This implies fuller development
of available resources, including construction of infrastructure such as roads, irrigation works,
the introduction of new production technology and the reaction of the new types of institutions

and organizations.
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2.6 Rwanda’s Pillars of development vis-a-vis the IMIHIGO

There are four main pillars of Rwanda’s development that imihigo embarks on in the
development process; these include Good governance, Justice, Economic base, and Social

welfare.

a) Good Governance

Since 1994 Rwanda has gone through stabilization, recovery & reconstruction, institutional
development to lay foundation for sustainable development.

Basis of success has been dialogue consensus building and genuine partnership

Can we now have open dialogue to build consensus on GOVRNANCE in RWANDA in this
development PARTNERSHIP? These were the closing remarks of a mayor during a session of

presentation of performance contract.

Defining Good governance;

Governance is as old as Society, It has many varying definitions. Its main mission is the well
being of society. Underlying principles of governance are universal, Institutional frameworks
and processes for governance differ across societies-respond to different historical realities
Governance must be legitimate through National ownership. This is the real practice in Rwanda

(MINALOC, 2006).

Governance as a pillar of vision 2020
United and prosperous nation founded on the positive values of its culture. Openness to the

world and Diaspora.
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Committed to being a capable state, characterized by the rule of law that supports and protects all
its citizens without discrimination.

Social and economic transformation towards rapid development.

Ensure good governance, which can be understood as accountability, transparency and efficiency
in deploying scarce resources.

People’s participation at the grassroots level promoted through the decentralization process.

b) Justice.

Restoration of relative peace and security of person and property, National reconciliation,
resettlement and re-integration of the population, Participative constitutional making process
Constitutionalising and guaranteeing political and civic liberties (articles 33 —39) National and
local democratic elections, Strengthening legislative authority and parliamentary control,
Promoting and encouraging respect for Human Rights, Administering justice, law, and order.
This is .what is engineering the performance contracts in Rwanda and hence spearheading the

socio-economic development.

¢) The Economic base
Like any other Developing African countries Rwanda’s economy depends much on agriculture
which contributes more than 80% of the country’s economy. This therefore, indicates that much
emphasis should be put on transformation of the sector. Thus in Rwanda policies to promote
agriculture have been structured and put forward such as the following;

o Green revolution to promote agriculture which is a combination of various ways to

promote agriculture production.
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o One cow one family policy introduced by his excellence the president of the republic of

o Rwanda. Cows provide cow dung for organic manure that increases the production of
crop yields.

o Agriculture mechanization

o Land consolidation coupled with communal settlement (imidugudu) where people have to
settle on a specific place and let the other for cultivation.

o Swamp reclamation where rice growing has been introduced on large scale

o Subsidization of organic and chemical fertilizers to improve crop production and many

other policies to mention but a few.

d) Social welfare

According to Gatsibo District evaluation report (2009), in social welfare much emphasis is put
on education and health sector services; whereby in education much has been done in increasing
school enrolment by universal primary education (ITPE) and the newly introduced nine years

basic education in Rwanda which is a free education up to the ordinary level.

On the other hand in health sector there has been introduction of health insurance termed as
“Mutuelle de Sante” whereby every person pulls one thousand francs a year and will be treated
on free of charge, this came as a supplement to the already existing health insurance such as
RAMA which covers government workers and Military Medical Insurance (MMI) which covers

the army and police.
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2.7 Conceptual Framework.
Figure 1: Conceptual Framework

Independent Variables

PERFORMANCE CONTRACTS

A U