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Executive Summary
Rwanda has achieved exceptionally fast development over the last 10 years and
moved from a post-genocide emphasising on state-building, reconstruction and the
provision of basic services to one of promoting economic growth and transformation.
Rwanda has developed a liberalised economy which, together with sound governance,
is precondition for sustained economic growth. Lacking physical resources and given
its challenging geographical position, Rwanda has recognised that it must develop a
good „soft‟ environment for business. It has an open trade policy and a favourable
investment climate, cheap and abundant labour, tax incentives to businesses, stable
internal security, and crime rates that are comparatively low.
The report sets out the state of play with respect to competition regimes in Rwanda
and the subsequent implications for integration within the East African Community
(EAC). Our methodology entailed both key informant interviews and a survey among
the business community, consumers, and civil society and government institutions
within the country.
In terms of perceptions about the level of competition in Rwanda, 95 percent of
respondents believe that general level of competition Rwanda is high. Although the
majority of respondents perceive a high level of competition in the country, 95
percent of the respondents cite a high impact of competition issues on the daily lives
of consumers. If indeed competition was high, it would not have such high negative
impact on the lives of consumers more so in terms of the relatively high the cost of
living in Kigali city when compared to other EAC cities. A recent cost of living study
conducted by United Nations Economic Commission for Africa (UNECA) shows in
addition to the structural deficits in the production of some goods, limited competition
in certain sectors was one of the drivers of the high cost of living in Kigali city.
A sector breakdown in the level of competition shows that the perceived high
competition level is mainly found in the retail and consumer goods sector where the
majority of informal businesses operate and trade. The level of competition is less in
the telecom and the power sectors which have high capital and technology demands.
More controversial issues with respect to competition are found in the transport sector
within Kigali city. Although 71 percent of respondents indicated that competition in
the transport sector was high, 11 percent of respondents indicated that there was no
competition in Rwanda's transport sector.
This finding could be a result of either ignorance on part of some respondents or
discontent about the recent reforms in Kigali's transport which were not perceived
very fair for small payers in the transport sector. In a move to organise city transport
and de-congest the city, Kigali City council has moved to streamline transport
services in Kigali city by awarding tenders to three companies to manage the major
city routes using 30-seater mini-buses. However, 18-seater taxi operators have cried
foul claiming that they have been thrown out of business after being re-allocated less
busy routes due to these reforms.
The Competition and Consumer Rights‟ Protection authorities in Rwanda are strong
and empowered to take action against anticompetitive practices in the market. A
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Competition Authority has been established under the Ministry of Commerce
(MINICOM) in order to detect anticompetitive practices in Rwanda. Rwanda Utilities
Regulatory Authority (RURA) has been very active in enforcing consumer rights in
different sectors of the economy and prices paid by consumers have generally not
fluctuated very much between different goods and service providers in Rwanda's
economy.
In addition, the Rwanda Bureau of Standards (RBS) has an independent mandate to
take punitive measures against non-compliance with standards of goods and services
in order to protect the rights and welfare of consumers in Rwanda. The Bureau has
full powers to take a decision based on scientific evidence, for example, to initiate the
closure of a business in case of non-compliance as far as standards are concerned. The
body that falls under the MINICOM, however, advises government on possible action
to take by first consulting with MINICOM. Given that each of these institutions have
specific mandates with respect to competition and consumer protection, issues of
double jurisdiction do not affect their operations.
Concerns that could result in lack of competition in the Rwandan market include the
case of the public sector covering medical insurance for its personnel with stateowned insurance agencies like Rwanda Health Insurance Fund (RAMA) and Military
Medical Insurance (MMI). Given that government is the largest employer, this
regulation may deny the private sector insurers an opportunity to tap into the huge
clientele leaving them to compete for small non-governmental organisations (NGOs)
and private sector clientele. In a bid to out-compete others in the market, especially
petroleum industry, some companies deliberately lower the price per litre of fuel to
below market prices when compared to other players in the market. They, then
subsequently tamper with the fuel pumps to give fuel quantities which are far less
than a litre thus cheating motorists who purchase the fuel in the process.
Rwanda Standards Board (RBS) has observed that those selling at a slightly lower
price were giving correspondingly less quantities of fuel to consumers because they
tamper with calibration of their fuel pumps to deliver far less fuel than their
competitors who provide genuine volumes of fuel at competitive market prices. The
Bureau had also noted anticompetitive practices within some players in the juice and
cement making factories. Some juice processing factories were diluting ingredients in
order to offer low priced juices which the bureau considered to be of very poor
quality.
In order to tackle the anticompetitive practices, the Government of Rwanda should
speed up the full establishment and functioning of an independent authority to
implement the Competition law, i.e. The National Inspectorate and Competition
Authority (NICA). In addition, a number of strategies need to be implemented in
order to mitigate the challenges faced by the Competition Authority in Rwanda. These
include: (i) carrying out awareness campaigns on competition law/policy targeting
civil society, private sector, trade unions, consumer associations and academia; (ii)
capacity building of government officials responsible with implementation of
competition law/policy; and (iii) cooperation with regional competition authorities
and international competition agencies, such as International Competition Network
(ICN).
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Introduction
Dramatic development gains have been achieved in Rwanda in the recent years and
there is evidence that ordinary Rwandans are benefitting. There has been a growth in
both foreign direct and local investment and foreign investors now own a controlling
interest in most of Rwanda‟s largest firms. Pro-poor policies are resulting in a
significant reduction in poverty and a narrowing of the gap between the better-off and
the poorest. There has been enhanced productivity and commercialisation of the
agricultural sector with the share of marketed agricultural output increasing from 21.5
percent to 26.9 percent between 2005-06 and 2010-11 and the number of non-farm
jobs increasing by 60 percent (NISR 2012). The Rwandan government has taken a
strong leadership role in driving development policy, fighting corruption and putting
in place mechanisms to ensure accountability to domestic stakeholders as well as
donors. Rwanda looks on course to achieve most of her Millennium Development
Goal (MDG) targets.
However, Rwanda remains a poor, predominantly rural country that is dependent on
the development assistance for 40 percent of its budget. Around 73 percent of the
working population‟s main occupation is in agriculture, 62.5 percent have more than
one job and 85 percent cultivate their own farm (NISR 2012). High fertility rates are
driving population growth, which is running at nearly three percent per year (NISR et
al 2012). This population growth is exerting pressure on land, as over 70 percent of
the land surface is exploited for agriculture (Ministry of Agriculture and Animal
Resources 2009b).
The private sector is small with less than one percent of business employing more
than 100 employees and the informal sector dominates. In 2010-11, only 4.9 percent
of workers were employed in the formal private sector with a further 2.4 percent
employed in the public sector and 0.9 percent by parastatals (NISR establishment
Census, 2001). Access to affordable credit is a challenge with high interest rates and
short repayment periods for loans.
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1
Characteristics of the Macro-Economy of
Rwanda
Rwanda has shown sustained economic growth since 2000 with gross domestic
product (GDP) per capita increasing from US$225 in 2000 to US$595 in 2011 (Figure
2) and there are signs of economic transformation. There has been an increase in nonfarm employment, an increase in exports, increased revenues from domestic taxation
an increase in foreign direct and domestic investment and in domestic savings (Abbott
2011; Malunda 2012; NISR 2012).
Figure 1: GDP Per Capita 1999-2011 US$
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The economies of the other EAC countries have also grown over the same period with
GDP per capita increasing at an average of 112 percent across the EAC and GDP per
capita in 2010 ranging from US$800 in Kenya to US$200 in Burundi (World Bank
2012). Rwanda and Tanzania have had the fastest growth rates and Burundi the
slowest (Figure 3).
Figure 2: Real GDP Growth Amongst EAC Peers in 2012
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Tanzania

Although agriculture still provides employment for about 73 percent of the population
there has been a strong growth in the service sector which has overtaken agriculture in
terms of contributing to GDP but there has been little growth in manufacturing
(Figure 4).
Figure 3: GDP (US$) by Kind of Activity at Constant 2006 Prices
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(Source: NISR 2011)

However, manufacturing share of GDP has declined and while the broader industrial
sector has expanded at a higher rate than manufacturing; much of this is due to the
construction sector which though positive in terms of employment creation, lacks
dynamism and the positive spill over found in the manufacturing sector. Further, much
of construction is thought to be residential rather than productive investment (DFID,
2008). In addition, the share of medium and high technology production in
manufacturing value added (MVA) is one of the lowest in East Africa. The low level
of economic transformation of Rwanda is mainly a result of a combination of low
manufacturing value added per capita and the low level of technology involved in
manufactured exports. The share of manufacturing in GDP is relatively high for the
region as is the share of manufactured goods exported. This implies a need for policymakers to concentrate further on the types of manufacturing investment which are
encouraged to produce and export within Rwanda, suggesting that the technology
embedded in manufactures should also be a part of the focus.
Figure 5: Rwanda’s Value Addition as a Percentage of GDP (1966-2009)
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Despite being one of the fastest-growing economies in the world between 2005 and
2009 there seems to be little prospect of Rwanda achieving its vision of becoming a
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middle-income economy by 2020 (IMF 2011). To do so would require growth of
between 10-11 percent a year, considerably in excess of the average of 7.7 percent in
recent years. It lags behind countries that have achieved successful growth take-offs
in terms of export growth and savings mobilisation. Nevertheless, the country is well
positioned to take advantage of new trade and financing opportunities offered by a
global economy as well as tackling the structural factors that have impeded growth,
improving physical and financial infrastructure and tackling high financing and
regulatory costs.
The informal economy remains dominant; accounting for 65 percent of GDP in 2011,
a decline in its contribution by four percentage points compared with 2006. Over the
same period there was an increase in the contribution of the formal sector of three
percentage points and the governmental and NGO sector of one percentage point. The
contribution of informal agriculture declined from 39 percent in 2006 to 32 percent in
2011 and this appears to be a trend (NISR 2012b).
The Establishment Census in 2011 enumerated 123,562 operating establishments, a
quarter of which were located in Kigali. 91 percent were owned by a sole proprietor,
92.6 percent was micro having three or less employees, 6.9 percent small employing
4-30 employees. 0.4 medium employing 31-100 employees and 0.1 percent were large
employing over 100 employees. Only 11.2 percent were registered with Rwanda
Revenue Authority (RRA) although 79 percent were registered with the district and
87 percent with the sector. Only 2.6 percent employed capital exceeding €21,000 and
73 percent employed capital of €700 or less (Ministry of Trade and Industry et al
2011).
Government policy recognises that if non-farm employment is to grow to 50 percent
by 2020 a significant proportion of the growth will have to come from selfemployment, individuals establishing their own enterprises. The third national
household survey recorded 479,000 individuals who stated that they ran a business as
their sole or main work and together they ran 1,267,000, enterprises, 97 percent of
which were household businesses and 66 percent run by the owner operator. Only six
percent were registered with the RRA, 26 percent with the local authority and only 55
percent operated year round (Strode et al 2012). This represents an increase of around
430,000 running their own household business compared to 2005-06 (Strode et al
2007).
Without panel survey data, it is impossible to determine the sustainability of these
enterprises or their potential for growth. However, there has been sustained growth in
the numbers over the last decade or so and households that incorporate a non-farm
household enterprise are less likely to be poor than those who rely solely on
agriculture. Households who rely on a small enterprise for their main income are also
significantly less likely to be poor. They clearly create employment and increase
productivity in an economy where a substantial proportion of the population are
underemployed and engage in (illegal) cross border trade.
Despite a growth in investment the rates of inward investment are still comparatively
low, an increase in exports has been matched by an increase in imports resulting in the
trade deficit widening by 40 percent between 2000 and 2011 (Rwangombwa 2012).
The trade gap has widened in the EAC region as a whole, in 2010 for example, the
EAC exported US$11.1bn and imported US$27bn. Rwanda remains dependent on a
10

narrow range of exports and much more so than the other EAC countries with the
exception of Burundi (Figure 6), there has been little growth in manufacturing.
Figure 6: Share of Three Main and Number of
Exports Accounting for More than 75% of Exports
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The narrow and shallow tax base is comparable to the other EAC countries with the
exception of Kenya. For example in 2009, tax revenue in Rwanda was 12.1 percent of
GDP compared with 18.1 percent in Burundi, 14.8 in Tanzania, 12.1 percent in
Uganda and 23.4 percent in Kenya (EAC Secretariat 2011). However, tax revenues
have increased in recent years due to a concerted effort by RRA to widen the tax net
by reducing tax avoidance by micro-microenterprises. RRA has a number of strategies
in place to expand the tax base and encourage compliance by simplifying the system
and payments. These include a simplified tax regime for small and medium enterprises
(SMEs), conducting value added tax (VAT) invoice monitoring campaigns, collection
of tax arrears, mechanisms to reduce tax evasion, fraudulent activity and smuggling,
carrying out systematic comparisons of Pay As You Earn (PAYE) and Rwanda Social
Security Board (RSSB) contribution records, focused taxpayers training and keeping
track of taxpayers‟ addresses.
Other measures include e-filing, Electric Single Window System at main custom
offices and borders stations, extended working hours at custom offices and a gold card
scheme for importers who comply with taxation regulations (key informant interview).
Tax revenues are also expected to increase because of the new gaming tax, an increase
in the tax rate on imported construction materials and stream lining exemptions in the
investment code. However, the anticipated increases in taxation will be offset by
permanent losses of non-tax revenue, leaving the revenue-to-GDP ratio at 14 percent
in 2012-13 (IMF 2012).
Attracting foreign direct investment (FDI) has proved challenging and FDI is well
below the levels being attracted to Uganda and Tanzania. In 2010, for example, on a
per capita basis Uganda received US$25 of foreign investment and Tanzania US$16
with Rwanda, Kenya and Burundi all receiving between US$2 and US$4 (UNCTAD
World Investment Report quoted in Eyakuze et al 2010). The domestic savings rate
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was comparatively low due to access and low incomes with only a fifth of adults
having a savings account and most savings being for managing short term fluctuations
in spending and/or risk avoidance (Figure 6).2
In order to increase domestic savings and access to finance the government has
introduced savings cooperative at the grassroots as a tool for increasing access to
credit and as a strategic initial step to increase economic inclusion for the poor,
women and youth (Umurenge SACCOs). The success of the Savings and Credit
Cooperatives (SACCO) strategy is measured by the fact that between 2008 and 2012
the proportion of formally served adults doubled from 21.1 percent to 42.13 percent
and the proportion of adults with an Umurenge SACCO account went from 0 percent
to 22 percent. Poor infrastructure and transport systems and skill shortages remain
barriers to investment and the low level of savings a bottleneck in terms of the
development of the informal non-farm sector the growth of which will be essential if
the labour market is going to absorb new entrants over the next 10 years (Malunda
2012).
Figure 1: Rwanda Gross Domestic Savings and Gross National Savings
(%)of GDP (1995-2010)
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2
A Review of Some Government's Policies that
Impinge on Competition in Rwanda
Introduction
In any economy, competitive dynamics are fundamentally affected by two basic
characteristics: concentration and uncertainty. The scarcity of financial and
managerial resources, inadequate physical and social infrastructure, deficient
information, low factor mobility, and institutional weaknesses impede on the
functioning of economic and political markets and lead to concentration of private
and public power. It is, therefore, important to investigate how economic and political
barriers to entry abound, modulate and distort market and competitive forces. A
relatively small number of competitors might end up exercising a disproportionately
large degree of power in its formal sector. The concentration of few enterprises
imposes structural barriers which prevent the entry of new investors into medium and
large industries, thus limiting benefits from increased competition that would accrue
to ordinary consumers in terms of job creation and cheaper goods and services
delivered.
New entrants cannot readily overcome the absolute advantages arising from the
peculiar nature of the technology or marketing enjoyed by incumbent enterprises.
Some industries require high capital requirements and face imperfect capital markets.
Since financial markets are highly segmented in some developing countries, access is
difficult. Those without access to capital are literally shut-off; this means that
competition is effectively limited to larger firms and to new conglomerates already in
operation and expanding. Incumbent reactions can also make life extremely difficult
for new players.
Privatisation and Regulatory Reforms in Rwanda
In 1997, Rwanda launched its privatisation programme immediately after passing the
legislation on Privatisation and Public Investments in 1996. Consequently, it set up
three institutions – National Privatisation Commission, Technical Privatisation
Committee and the Privatisation Secretariat. The latter was entrusted with the task of
carrying out the day to day privatisation transactions. While the Privatisation
Secretariat carried out its operations for approximately ten years, its operations were
handed over in 2008 to the Asset and Business Management Department at newly
established Rwanda Development Board (RDB). This unit is now in the process of
completing the remaining privatisation agenda for 18 enterprises which have not been
fully privatised.
The privatisation transactions to date include full or partial transfer of Government of
Rwanda‟s (GoR) assets or shares to private owners and operators in 58 enterprises
including the liquidation of seven enterprises. Over the last few years, 10 enterprises
were withdrawn from the privatisation list and the Asset and Business Management
Department says that there is no information about these enterprises. A recent study
conducted for the Asset and Business Management Department points out that among
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25 privatised companies, only which have financial statements, 18 are performing
well with positive profitability employing a total of 7,982 workers while another
seven are not doing well with negative profitability employing a total of 3,879
workers.
Given the lack of information about the ownership structure of these enterprises
before and after privatisation the GoR might well have indirect ownership in these
enterprises through its fully or partially owned public enterprises such as the National
Social Security Fund, Rwanda Development Bank or Housing Bank of Rwanda. On
the other hand, the GoR has direct remaining shares in few privatised enterprises. It
has already disposed of its residual equity shares (25 percent) in Bralirwa (dominant
beer producer in the market) through its nascent Rwanda Stock Exchange and now
retains only five percent. It is also planning to dispose of its remaining share of 10
percent in MTN again through the Rwandan Stock Exchange.
Recent Regulatory Reforms in the Transport Sector and their Impacts on
Competition
RURA and the City of Kigali in August awarded three firms a tender requiring each
to operate in designated areas of four identified zones of Kigali road network, while
the fifth zone was left open to sharing. Prior to reforms, the small taxi used to operate
on some of the main roads as well as within intra and inter-zone routes. The firms
include Kigali Bus Service (KBS), Rwanda Federation of Transport Cooperative
(RFTC) and Royal Express. The new arrangement effectively phased the small taxis
off the main roads to intra- and inter-zone routes heading to neighbourhoods that link
to the main roads.
However, proprietors of 18-seat minibuses have complained to the city of Kigali,
saying the new routes they were given to operate on are a raw deal. They argue that
the city gave the lucrative routes to owners of buses and asked the taxis, better known
as Twegerane, to ply newly established routes that have fewer passengers. Given that
the contracted companies do not have enough buses to ply their allocated routes,
passengers have sometimes delayed to get their destinations. The allocation of three
companies to routes that were operated on by several transport buses and mini-buses
has created a sense of anti-competitive behaviour which has reduced incomes and
affected the livelihoods of small taxis operators who have been allocated routes with
fewer passengers.
Agriculture Development Strategy
In an effort to encourage agricultural development and transformation in Rwanda, the
government through the Ministry of Agriculture and Animal Resources outlined a
four year strategic plan code named ‘Strategic Plan for Agricultural Transformation in
Rwanda‟ (PSTA). The PSTA aims at increasing the incomes of the rural population
through improved agricultural productivity and facilitating transformation from a
subsistence economy to one that is geared to production for both domestic and export
markets. Below is a review and analysis of the strategy and its embedded sub
programmes.
Rwanda's Crop Intensification and Fertiliser Subsidy Programme
In 2007, the GoR imported bulk fertiliser using its own funds, combining orders from
the national tea and coffee boards (government parastatals) and fertiliser for food
crops. This fertiliser was sold to farmers at actual landing cost; domestic
14

transportation costs (from the capital of Kigali to the production zones) were absorbed
by the government. The procurement of fertilisers in 2007 coincided with the launch
of the current agricultural programme, the Crop Intensification Programme (CIP),
which included a direct subsidy on fertiliser. The main objective of CIP (2009-10)
was to make fertiliser easily available and accessible to smallholders. The programme
design consisted of a fertiliser auction and the implementation of a fertiliser voucher
programme.
As a first step, the CIP determined the amount of fertiliser to be imported. The
Rwanda Agricultural Development Authority (RADA) contracted service providers to
collaborate with the local governments to estimate seed and fertiliser requirements
and generate a corresponding list of eligible target beneficiaries at district and
provincial levels. Indeed, government‟s move to import bulk fertiliser and provide
smallholder farmers with quality subsidised inputs was a step in the right direction
since it is an incentive to the small farmers to boost agricultural production hence
increase marketable surplus and improve household incomes. The objective of the
government under the CIP 2007 was to phase out public sector involvement in the
fertiliser market and promote the development of a private sector-led fertiliser market.
This implies that over time, the government would gradually shift from bulk
importation and supplying of fertilisers to farmer so as to leave this function to the
private sector. This would be very important since it would promote a multiplicity of
input dealers so that competition among dealers occurs, leads to development of
agricultural support centre by private sector.
However, recent field experiences indicate that the input supply chain is still largely
dominated by government appointed suppliers in each sector. This presented both an
advantage and well as a host of disadvantages. The advantage is that government
supply of fertiliser and seeds ensured that small holder farmers accessed quality
inputs, with accompanying free extension services from government agronomists. On
the other hand however, government monopoly in input distribution system is
embedded with inefficiencies such as delayed input supply, limited outreach to the
farmers‟ villages, unnecessary documentary bureaucracy and insufficient distribution
of inputs. This directly impacts on household crop production and hence market
surplus.
Agricultural Policy and its Impact on Competition
The agricultural development strategy in Rwanda has CIP as its core objective. It
focusses on general distribution of improved seed and fertiliser at subsidised prices
through local governments. This policy, in its current form has positive and negative
implications for competition. Distribution of agricultural inputs at subsidised prices
removes barriers that would practically hinder smallholder producers from competing
favourably with the large farms with sufficiently high capital to procure the inputs.
Availability of subsidised agricultural inputs to a large number of producers implies
that both quality and quantity of produce improves due to reduced costs of cultivation
and improved technology which ultimately results in reduction of market prices. The
result would imply that final consumers‟ welfare improves in terms of low market
prices for the particular goods.
On the other hand however, subsidising agricultural inputs in domestic market tend to
suffocate the business of small input dealers through low market turnover/sales as
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most producers would opt for subsidised inputs. The consequences of this would be
delays in input supply and late field operations resulting into low yields.
The strategy also aims at land consolidation as well as irrigation. Consolidation of
land through reduction of land fragmentation removes barriers to domestic
competition by enabling cultivation of large scale unproductive fields. This would
improve smallholder production potential and lower produce price. The policy
undertakes the need to improve the efficiency of post‐harvest operations, including
processing, marketing, market information and storage. The interventions highlighted
would boost competition even from smallholders since high quality produce shall be
able to reach the market.
According to the National Action Plan (NAP), commodities on which efforts are to be
focussed in the first instance include rice, maize, beans, Irish potatoes, floriculture,
sericulture, hides and skins, coffee, tea, horticulture and wheat. They were selected on
the basis of the contribution they make to exports, food security and import
substitution, as well as their potential contribution to sectoral growth and
diversification. However, this possess serious barriers to competition on the regional
as well as international markets since selective support towards a particular set of
crops could leave out other potential export crops in which the country could possess
a comparative advantage.

Investment Policy
Rwanda has in place a complex system of tax incentives and exemptions and there is
evidence of a significant increase in private sector investment following the
introduction of the revised tax code in 2005. These tax incentives include the
following:
i) Tax exemptions and incentives given to foreign investors by the RDB as a result
of the provisions of the investment code. Investment code incentives are
specifically designed to attract domestic investment and FDI and require the
investor to hold an Investment Licence issued by RDB. Given that the law gives
the Cabinet the right to negotiate incentives with individual investors without
recourse to Parliament, it means that incentives are discretionary and can be given
without any form of public scrutiny (Abbot et al 2011). According to Law
N016/2005 on Direct Tax on Income Investment code tax incentives and
exemptions are given based on the following; level of investment; non-trading
activity; creation of quality jobs; transfer of skills and technology; use of local raw
materials; potential for exports; potential to create forward and backward linkages;
and innovation and creativity.
ii) Tax exemptions and incentives given to corporations due to provisions of
Rwanda's customs laws. Customs law incentives include incentives and
exemptions on:
 Goods contained in the personal luggage of a traveller, and goods brought in
on setting up residency.
 Goods imported for diplomatic missions, consulates, international
organisations and charities, i.e. educational, scientific and cultural materials.
 pharmaceutical products, instruments and apparatus intended for medical
purposes, pesticides, agricultural inputs and tools and fishery equipment
 Tax exemptions on industrial inputs which are used as raw materials for
industries in Rwanda. Examples of industrial inputs incentives include
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Incentives on Machinery for Industry

Incentives on Medical Equipment, Medical Products, Agricultural, Livestock, Fishing
Equipment and Agricultural Inputs.These incentives have resulted in the creation of
new jobs. Exports have increased and there is some evidence of a beginning of export
diversification into areas prioritised by the government as well as an increase in
revenues from tourism. However, the government remains dependent on Official
Development Assistance (ODA) for about 40 percent of its budget. It is difficult to
evaluate the effectiveness of tax incentives and exemptions, especially those aimed at
attracting investment, because of a number of confounding factors making it difficult
to do a cost-benefit analysis.
Rwanda has been investing in: ensuring the rule of law and the absence of systematic
corruption; improving the „soft‟ business infrastructure; the physical infrastructure;
and the availability of skilled workers. All of these are said to have more influence on
business investment decisions especially foreign investors than the availability of tax
incentives and exemptions. The latter are, it is argued, at best a second-order
consideration. It is not possible to disentangle the impact of these from tax incentives
and exemptions.
Exempting a range of essential goods and services from VAT (a regressive tax)
benefits everyone especially the poor. The exemption of agricultural inputs from VAT
is also of benefit to a large percentage of the Rwandan population, and by keeping
prices lower than they would otherwise be, supports the government‟s efforts to get
farmers to use more agricultural inputs to improve production and reduce poverty.
Tax exempt status for registered NGOs and religious organisations is a way for the
government to support from public funds social goods that are of benefit to society
generally or to specific groups. Often services provided by these organisations would
be provided by government if they were not provided by NGOs. Nevertheless, VAT
exemption and zero rating is still tax foregone and there needs to be explicit criteria
for determining what goods and services are exempt or zero rated.
The exemption of a proportion of income is from taxation so that the poor are exempt
from paying tax is also a widespread practice. However, exempting the first 12
million RWF of turnover from taxation for farmers may be considered over-generous.
Non-farm small enterprises have to start paying tax when their turnover exceeds 1.4
million RWF and a proportion with incomes below this threshold pay local taxes from
which farmers are also exempt. The same arguments for bringing farmers into the tax
net applies as for other small businesses, developing a culture of tax compliance and
holding government to account for the expenditure of public (tax payers) money.
More controversial are the tax incentives and exemptions given to businesses. These
include businesses registered with the RDB as investors. The main beneficiaries are
big businesses, many of which are foreign-owned although domestically-owned
businesses can benefit from some of incentives and exemptions. The largest amount is
exemptions on imported goods amounting to 84 percent of the total while only 0.17
percent is for employing Rwandans. The latter is generally regarded as a preferable
type of incentive as it rewards output. Existing analysis of costs and benefits of
providing tax incentives for businesses including attracting FDI and domestic
investment is inconclusive, but there is a growing consensus that tax incentives may
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not work, or to the extent they do they have to be used selectively and for a limited
period.
The government needs to balance supporting investment by providing a competitive
tax environment and ensuring that investors pay an appropriate share of the fiscal
revenue. There is a need to protect the tax base against sophisticated tax planning, i.e.
businesses avoiding taxation by taking advantage of incentives and then moving when
they are no longer entitled to them. It should also be noted that once they are
introduced, it is difficult to remove tax incentives.
In terms of EAC integration and competition, tax incentives are a race to the bottom.
Unregulated tax incentive regimes may lead to destructive competition among
countries that are integrating into regional trading blocs such as the EAC, Southern
African Development Community (SADC) and Common Market for Eastern and
Southern Africa (COMESA), leading to a so called „race to the bottom‟.
Investment Laws and FDI Norms/Rules and their Impact on Competition
Rwanda has put in place one of Africa‟s most open FDI regime as it does not place
restrictions on FDI entry and establishment. All foreign investments are allowed
without screening or restriction of amount or sector, and foreign investors are granted
national treatment for most intents and purposes. A positive element per se, this high
degree of openness makes it all the more important that other regulations (relating to
public health, consumer interests, environmental protection, etc.) are properly
established and enforced.
Investors (local or foreign) who choose to register with the Rwanda Investment and
Export Promotion Agency (RIEPA), which was created under Law 14/98 can apply
for additional benefits. An Investment and Export Promotion and Facilitation law was
adopted in late 2005 to amend Law 14/98 and consolidate all fiscal incentives into the
income tax code, which was revised at the end of 2005 as well.
The spirit and key elements of Law 14/98 remained unchanged, however the benefits
provided to holders of RIEPA certificates consist mostly in access to facilitation
services, fiscal incentives, the entitlement to three work and residence permits for
foreign citizens, investment protection and guarantees for the repatriation of funds.
The Investment and Export Promotion and Facilitation law of 2005 defines a number
of priority sectors and regional headquarters operations, which did not exist under
Law 14/98, and which are eligible to additional tax incentives. Although all the fiscal
incentives are now defined in the income tax code, RIEPA certificates remain the
gateway to these incentives, and it plays an administrative role for some of them.
Transnational Companies, their Activities and Impact on Competition
The origins of FDI flows in Rwanda are concentrated in a relatively small number of
source countries, where investors are more familiar with Rwanda. Europe (mostly
Belgium, France and the UK), neighbouring African countries and India together
account for 64 percent of RIEPA-registered FDI flows, with the US, Canada and a
very small number of other countries, mostly from the Middle East, accounting for the
rest. Most investments from African countries originated from Kenya, South Africa or
Uganda. Similarly, investors who purchased shares in privatised companies were
mostly from the US, the UK, Belgium or neighbouring African countries.
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Since it began operating in 2000, RIEPA has registered 58 investment projects by
foreign investors, of which 39 have become operational. Of the latter, 27 represented
new investments and 12 involved restructuring, rehabilitation or expansion of existing
investments, for a total amount of about US$65mn. Reflecting the size of Rwanda‟s
economy, close to 70 percent of operational investment projects registered by RIEPA
involve amounts below US$1mn, and only one project exceeds US$10mn.
Rwanda‟s small market size and high operating costs currently prevent it from
attracting most large transnational corporations (TNCs) in search of new markets or
internationally competitive centres of production. Individuals, families and SMEs are
also active foreign investors, however, and they are more likely to be interested in
investing to serve the local or sub regional market and to identify niche opportunities.
They are also more likely to be attracted by some of Rwanda‟s main assets, including
a safe and pleasant environment and political stability. Their smaller size, in turn, is a
good match for Rwanda‟s economy and they are in a position to make substantial
contributions to development, including through the use of adapted technologies,
transfers of skills and competences and the densification of the domestic industrial
and services sectors.
The single largest new investment in recent years is MTN‟s (South Africa) acquisition
of a 40 percent share in MTN-Rwandacell. The company acquired the first mobile
telecommunication licence in 1998 and started operation within a few months, rapidly
extending coverage to about 75 percent of the population by mid-2005. Another
significant new investment was made by US-based investors who set up Terracom,
initially as an internet service provider (ISP). The company recently started to expand
its services by laying fibre optic cable in Kigali and across the provinces and it bought
Rwandatel, the national telecommunication operator, in June 2005 in the largest
privatisation operation to date.
FDI inflows through the privatisation programme amount to US$37mn so far. Aside
from the recent Rwandatel operation mentioned above, six asset sales have generated
the bulk of the flows. The second largest privatisation so far was the sale of 80
percent of the capital of Banque Commerciale du Rwanda (BCR) to Actis, a company
fully owned by the CDC Groupin 2010. The third largest privatisation was the sale of
80 per cent of the capital of Banque Continentale Africaine (BACAR) to a consortium
of Fina Bank (Kenya) and Enterprise Holding (Botswana). The other major operations
were the sale of a tea estate to Lab International (UK), of the national tobacco
company to a Belgian investor, of a sugar company to the Madhvani Group (Uganda)
and the liquidation of state-owned petrol stations to Shell (UK) in 2003.
Although it did not generate any injection of capital by foreign investors, the
government contracted Southern Sun (South Africa) in 2003 to run the
InterContinental hotels in Kigali and Gisenyi, which were refurbished with public
funds. While the management contract covered a 15-year period, fees-related issues
led Southern Sun to withdraw in 2006. Management of the hotel is currently overseen
by Prime Holdings, a government-owned investment vehicle. Full privatisation of the
hotel is now envisaged and the Serena Group is reported to have expressed interest.
Lahmeyer International (Germany) was also contracted in 2003 to run Electrogaz, the
public monopoly electricity and Water Company, for a five-year period. While it is
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still too early to assess the impact of Lahmeyer‟s takeover of the management of
Electrogaz, the purpose of the sub-contracting is to generate transfers of skills and
competence, and to prepare the company for full or partial privatisation.
Sectoral Composition of FDI and Impact on Competition
Rwanda had never attracted large amounts of FDI at any time since independence,
and it benefited from very little infrastructure and industrial investment by the
colonial powers before that. The small size of the economy, its rural nature, the low
level of human capital, the poor quality of infrastructure and landlocked position, high
operating costs and limited proved natural resources mean that Rwanda lacks the main
drivers of foreign investment by major TNCs that may be in search of resources,
markets or internationally competitive centres of production.
Foreign investment projects registered by RIEPA between 2000 and March 2005
show a significant concentration in agro-processing, information and
telecommunication technologies (ICT) and „other services‟, which include hotels and
restaurants and other basic services. These three broad sectors alone represent 80
percent of FDI projects in terms of proposed invested amounts. This is a reflection
both of the needs and opportunities of the Rwandan economy. Opportunities in
manufacturing remain limited as demand for manufactured goods is small and
production costs are high, even compared with neighbouring countries.
In contrast, the agro-processing industry represents a proportionately larger market.
Even so, two projects – the Kabuye Sugar Works factory (Madhvani Group) and the
Bralirwa brewery (Heineken) – represent over 90 percent of projected flows in agroprocessing. This concentration further underscores the limited size, both in terms of
number of projects and amounts, of FDI flows in Rwanda. Foreign investment
projects in the ICT sector account for 22 percent of the total, and those in „other
services‟ represent another 22 percent.
Once again, a few projects, including those by Terracom in ICT and Shell in oil
distribution, account for a large share of these investments. In contrast, projects in
manufacturing, which represent nine percent of the total, are less concentrated and
more evenly of a small-size nature. RIEPA registered a total of 20 projects in
manufacturing, none of which exceeded US$3mn.
The sectoral distribution of FDI resulting from the privatisation programme is also
significantly different from that of RIEPA-registered projects. Three „large‟ asset
sales in banking and telecommunications imply that these two sectors account for 27
percent and 55 percent of foreign investments through the privatisation programme,
which themselves account for over a third of total FDI flows in the past few years.
Investment Promotion Policy/Agencies and their Impact on State Competition
RIEPA, became operational in 2000, was established as a one-stop centre providing
support services for incorporation, licencing, customs clearance, access to land and
immigration. It has firmly established itself in Rwanda‟s institutional landscape and
currently employs around 30 professionals. The mandate of the agency is wideranging and includes: (i) Investment and export promotion; (ii) Investment and export
facilitation; (iii) After-care services; and (iv) Policy advocacy on investment and
export issues.
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The legal requirements that make RIEPA certificates the gateway to a number of
fiscal incentives and other benefits is not optimal. As indicated below, making the
fiscal regime attractive in general, with outcome-determined incentives, would be
more appropriate to serve the country‟s interests. Discriminating against small
investors through minimum capital requirements is not in Rwanda‟s interest. Small
investors should not be granted less favourable conditions than larger investors,
particularly in an economy like Rwanda, where they are likely to play a key role.
The initial size of an investment is not necessarily a good indicator of the potential
benefits to the economy in the medium term. This is particularly the case for
investments in the services sector, which typically require little upfront investments in
financial capital but have high human capital intensity.
The „induction‟ programme would effectively seek to promote responsible corporate
behaviour by RIEPA certificate holders. Registration with RIEPA would provide
access to general benefits, but would also require that the company‟s key officers
complete an induction programme on Rwanda‟s key business laws, corporate
responsibilities (employment practices, tax compliance, observance of health and
safety standards, environmental protection) and business ethics. The certificate could
lapse if the investor becomes or remains non-compliant for tax purposes. RIEPA
certificates and eligibility conditions would thus not discriminate on a size basis, but
would promote good business practices and compliance with Rwanda‟s laws. The
following approach to RIEPA certificates is thus recommended:
(i)
Lift the minimum capital requirement as an eligibility condition;
(ii)
Preserve a capital requirement to benefit from automatic access to three
work permits;
(iii)
Lift the certificates' role as a condition to obtain fiscal incentives; and
(iv)
Use general eligibility conditions for certificates to promote an „induction‟
programme.
Trade Policy
The Rwanda trade policy emphasises the need to address the critical supply-side
constraints hindering Rwanda‟s trade growth. It reinforces the need to have a trade
policy focussing on the fundamental issues critical to Rwanda‟s trade performance
without ignoring the traditional issues of market access. Rather than outlining
competing alternatives, the trade policy identifies complementary initiatives to
address the constraints relating to internal trade viz., challenges relating to trade
infrastructure –namely, trade centres, markets, and storage facilities. Trade facilities
outside of the large urban areas in Rwanda are largely underdeveloped.
Hence by the policy prioritising infrastructure development especially in hard to reach
rural areas implies more market players (traders, producers) shall be in a position to
produce quality goods with assured market access and as such the high barriers as
well as higher costs associated with trade in certain areas of the country shall be
reduced. This shall definitely enable a level field playground for urban as well as rural
trader and hence encourage health competition.
Recent Regulatory Reforms for Trade and their Impacts on Competition
Improving access to credit: A series of changes improved conditions for getting
credit. In 2005, the Public Credit Registry expanded its database of financial
institutions and improved the content of its credit reporting system. In 2009 a new
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secured transactions law was introduced, allowing a wider range of assets to be used
as collateral and permitting out-of-court enforcement proceedings.
Streamlining regulatory processes – Other changes were aimed at streamlining
regulatory processes: In 2006 the introduction of hundreds of new notaries made
starting a business faster. Before, a single notary had been available countrywide, and
the high volume of requests meant a long wait for entrepreneurs wanting to register a
new business. After an overhaul of the company law in 2009, entrepreneurs no longer
needed to use the services of a notary; they could use standard forms instead. An
online system for publishing the registration notice replaced requirements for physical
publication. And a new one-stop shop streamlined business registration by reducing
the number of interactions required from 9 to 2. The time required to start a business
fell from 18 days to 3 and the cost from 235 percent of income per capita to 4 percent.
Rwanda also made it easier to transfer property: In 2008, it eliminated mortgage
registration fees and shifted from a six percent transfer tax to a flat rate of 20,000
Rwandan francs (about US$33). In 2010, the government decentralised the Office of
the Registrar and Land Titles and created five branches throughout the country,
purging the backlog of cases in Kigali. It also introduced strict time limits for some
procedures, such as the issuance of tax clearance certificates, which had been the
lengthiest part of the process. The administrative reorganisation and the statutory time
limits reduced the time required to transfer property by 346 days – from more than a
year in 2004 to less than a month. And the changes in the transfer fees reduced the
cost from 10.3 percent of the property value to 5.6 percent.
Changes over several years made trading across borders faster: In 2005, Rwanda
made it possible to submit customs declarations electronically. In 2007, the Customs
Authority introduced more acceptance points for customs declarations, reducing the
waiting time to submit them. In 2008, the government extended operating hours for
border posts and implemented an electronic data interchange system and risk-based
inspections. And in 2010, it streamlined trade documentation requirements and
improved border cooperation. In 2006, exporting goods in Rwanda required 14
documents and 60 days. Today, it takes only 8 documents and 29 days. The story is
similar for importing.
Strengthening laws and the judiciary: In 2005, the government made contract
enforcement more of a reality by establishing more commercial courts and creating
the Business Law Reform Cell, whose review of 14 commercial laws proved crucial
for the approval of important legal reforms. The government further enhanced the
court system in 2008 by creating lower commercial courts.
Competition as an Element of Regional Trade Agreements
Rwanda‟s trade policy commits to maintaining Rwanda‟s openness with its key
trading partners including its regional partners in the EAC and COMESA, with its
commitment to the African economic integration agenda; its bilateral partners such as
the EC as well as the multilateral stage with its WTO commitments. Rwanda also
commits to developing further market access opportunities with emerging economies
such as China, India and Brazil.
As regards trade facilitation (like customs clearance) Rwanda favours a regional
approach that results in both lowering transport costs (insurance, freight, etc.) and
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reforming institutional barriers (costs at border due to documentation, delays,
corruption, lack of transparency; etc.) within EAC and COMESA such as the NorthSouth Corridor Project involving COMESA, SADC and EAC and aimed at
addressing the transport and customs problems especially transport. Reduction of both
institutional barriers and business cost has a positive effect on domestic competition.
This is because it reduces costs incurred due to border delays, bureaucratic paper
work and ensures that deliveries of goods are prompt.
The trade policy emphasises on the use of protective tariffs for industrial
development, including import substitution. This move is important for domestic
competition since small business and SMEs shall be allowed enough time to grow
without losing market to the cheap imports from abroad. Government also wishes to
use a calibrated method to lower import duty to facilitate inflows of industrial inputs
and machinery to generate production. Entry of capital good into the country shall
spur and encourage domestic competition as firms will improve their production
efficiencies through technology, resulting into high quality goods and services at fair
prices. This will be done within the mechanisms of the EAC Customs Union. It will
respect its commitments to reduce tariffs taken at multilateral level of the WTO and in
regional and sub-regional economic integration processes. However, excess tariff
reduction push for under the WTO could reduce government revenue and also
suffocate domestic industries with cheap imports.
The second objective of „Enhanced participation of importers and exporter of goods
and services in regional and international trade taking advantage of trade
opportunities‟ would influence competition domestically and internationally. To
achieve this objective, entails the development of the Common Market in East Africa
via the EAC and in Eastern and Southern Africa via COMESA. The benefits of a
common trading bloc on domestic competition in Rwanda would be creation of the
necessary impulses for Rwanda and its regional partners to develop robust and
dynamic industries sustained by domestic demand from the regional community. The
interest to capture a large market share in a geographical area would encourage health
competitive tendencies among domestic businesses and it would reduce petty
corruption and favouratism since firms would have an alternative of a larger market
from the regional community.
This objective gives special attention to outreach for capacity building of institutions
and groups directly working with economically vulnerable groups. Capacity building
programmes are very essential for improving business skills as well as providing
information on the available business support services such as communication,
finance and markets. With a well-informed business community, chances of
improvements are enormous, product quality is improved and hence forth
competition.
The objective further highlights the benefits of Rwanda‟s active involvement in WTO
Doha agenda negotiations to defend and promote her trade and development, and to
negotiate commitments commensurate with the country's level of development and its
Vision 2020. The implementation of WTO agreements, such as Sanitary & PhytoSanitary (SPS) and Technical Barriers to Trade (TBT) will contribute towards
conformity to international Standards, improve export quality among domestic firms
and hence improve international market access. The government will provide support
for exporters of products that are subject to stringent standards (leather, coffee, tea) so
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that they are able to comply with environmental and health standards. This move has
good consequences for competition, because through government support, product
quality will improve and hence Rwanda‟s products shall fetch good prices on the
international scene.

Industrial Policy
The Industrial policy focusses on the development of domestic production for local
consumption and export competitiveness.
Policy Actions for Reducing Barriers to Competition
The industrial policy aims to increase government investment in infrastructural
development including allocation of land for industries, development of the road
network and energy by focusing on mobilising of heavy investment in the energy
sector with a target to bring tariffs of electricity down. This has also been
supplemented by the continued search for alternative sources of energy including
wind, peat and solar energy. The policy move would remove the barriers to
competition of business firms in Rwanda since energy costs would greatly reduce and
profit margins would increase. This would lead to investment in new business areas
which would otherwise be impossible. Also having low energy costs for production
would make Rwanda‟s exports competitive in the regional markets as a result of
reduced cost of production hence Rwandan firms would be in a position to expand the
market share in the regional markets, i.e. EAC and COMESA. Special allocation of
land for industrial purposes would go a long way to remove the single most barriers
for large mass industrial production resulting in institutional bottlenecks in regards to
land use in Rwanda. The benefits from increase production due to availability of the
most important factor for production – land would go a long way in reducing
production unit costs of the produced goods both in the domestic and regional
markets.
The policy also aims at improving access to long-term finance for industrial
development. Easy access to finance will boost domestic competition in firms
providing cheap sources of capital and for establishment of new plants for increased
production for local and regional consumption. The policy is geared at trade
facilitation, by promoting cooperation on productivity and technical improvements by
manufacturers to meet compliance with international standards, including
harmonisation with EAC standards. Improving standards of goods by domestic firms
means their exports are going to be competitive on the international markets.
The industrial policy has components of increasing access of raw materials for
industrial purposes domestically by conducting value chain analyses for target
industrial clusters to investigate ways in which supply linkages can be improved both
domestically and for imported inputs. The policy also undertakes a review of the EAC
Common External Tariff (CET) and develops negotiation positions to reduce tariffs
on key inputs not produced competitively domestically. The policy, therefore, has
positive consequences on removing barriers to competition domestically. Adequate,
cheap and quality inputs or raw materials flowing to the industrial sector shall ensure
reduce costs of production and relatively low priced final goods for both domestic and
regional consumers. Value chain analysis for a particular industrial cluster would
ensure that most efficient, affordable and reliable value chains are identified for
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supply of inputs and finished goods as well which shall encourage health competition
in the domestic market.
Labour Policy and Implications for Competition
Rwanda adopted a new Labour Code in 2001 under Law 51/2001. Its main provisions
regarding labour standards and the protection of workers mirror those of European
economies. While many of these protective measures, particularly those regarding
child labour, non-discrimination and the right to form trade unions, are entirely
legitimate and welcome, the code also introduces rigidities in hiring and firing
procedures and in the organisation of work that are not best fitted to Rwanda‟s
economic stage of development and labour market conditions.
The balance between the protection of existing workers in the formal sector and the
need to create new job opportunities through flexible labour regulations is tilted
excessively towards the former, particularly for a country where formal employment
represents such a small share of the total labour force. The World Bank‟s Doing
Business in 2006 ranked Rwanda 128th out of 154 countries on its overall „rigidity of
employment index‟, which combines measures of rigidities in hiring, firing and
numbers of hours worked.
The main elements limiting labour market flexibility include:
(i)
Fixed-term contracts are deemed indefinite contracts as soon as they are
renewed for at least two successive terms, unless there has been an
interruption requested by the worker. Fixed-term contracts are also limited
to a maximum of two years. The three EAC countries have no limit on the
duration of fixed-term contracts;
(ii)
The trial period during which an employee may be dismissed without
compensation or formal justification is restricted to six months;
(iii)
Dismissals may lead to indemnities equivalent to up to 6 months of wage,
or 1 year if the worker had been employed for more than 10 years. The
average total firing cost (in weeks of wage) is estimated by the World
Bank's Doing Business at 54 weeks, compared with 47 weeks in Kenya, 38
weeks in the United Republic of Tanzania and 12 weeks in Uganda; and
(iv)
The contractual work-week may not exceed 40 hours, and any work in
excess of that is considered overtime and must be compensated
accordingly. Overtime is capped at 10 hours per week.
In addition to these provisions, Law 51/2001 provides for a minimum of 18 days of
paid holiday per year and establishes a minimum wage (salaire minimum
interprofessional garanti, SMIG). It is currently set at a very low level and is not a
constraint to hiring. Law 51/2001 also organises the right of workers to form and join
trade unions, as well as that of employers to form associations.
Labour disputes involving a single employee must be brought to conciliation within
the company before any recourse to a labour inspector for another attempt at
conciliation. Unresolved disputes are then referred to a competent tribunal. Collective
disputes must be referred to a Conciliation Council before they can be referred to a
tribunal. Similarly, strikes and lock-outs are considered illegal until an attempt at
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conciliation has been made and failed, and typically require a four-day notice. In any
case, the right to strike may not infringe upon the right of other people to work.
As mentioned above, most workers‟ protection mechanisms in the law are entirely
legitimate and welcome. Given the crucial need to generate additional formal sector
employment and encourage informal sector activities to integrate the formal economy,
it would be sensible for Rwanda to allow more flexibility in hiring and firing
procedures and in the organisation of the work-week, however.
In particular: (1) provisions on fixed-term contracts could be relaxed, including the
automatic conversion into indefinite contracts; (2) the trial period could be extend to a
year or two; (3) the organisation of the work-week and workday is rigid even by
European standards, and the situation of Rwanda warrants a higher degree of
flexibility; and (4) firing procedures would gain from a higher degree of flexibility
and lower cost. Far from reducing labour standards to low international standards,
such increases in flexibility would bring Rwanda closer to international practice and
could promote much-needed employment creation.
Labour Law on Employment of Foreigners and Consequences on Competition
Rwanda operates a „reactive‟ system of allocating work and residence permits to
expatriates. Although it has not created major impediments to most existing foreign
investors, the system is excessively restrictive in defining the types of skills that can
be imported and it does nothing to actively attract desired skills. Under Law 17/99,
work permits for expatriates are granted under two conditions: (1) proof that the
employer could not find a national with appropriate skills to fill the position; and (2)
the expatriate worker must hold a university degree and professional experience
commensurate with the position.
The first part of this procedure, known as „labour market testing‟, applies to every
request for a work permit. Once the employer has been able to prove to the
immigration authorities that there is no qualified national to fill the position, a oneyear work permit may be issued. The work permit is separate from the residence
permit, which must be obtained independently, also for one year.
Work and residence permits are each subject to a fee of Rwf200 000 (US$360) and
may be renewed up to three times. Although the immigration administration has
ensured that work and residence permits are delivered rapidly and relatively
efficiently, the need to renew permits annually is placing an unnecessary burden on
expatriates and employers, as well as on the administration itself. Limiting renewals
to three also means that a foreign worker is limited to four year contracts at most, this
is unduly short.
Employers are required to hire an „understudy‟ for each expatriate position. Under
this scheme, the understudy is to be trained to replace the expatriate worker in due
course. A report on the training of the understudy must be filed each time a work and
residence permit is renewed (i.e. each year). Although this programme is aimed at
transferring skills to nationals, its impact is limited as only a small number of people
benefit from it and as it is rigid in terms of implementation. In addition to the work
and residence permits an employer may obtain through the normal channel. RIEPAregistered investors are entitled to three permits, as long as the investment exceeds
US$100 000.
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The Investment and Export Promotion and Facilitation Law of 2005 also introduced
the possibility for an investor to obtain permanent residence, which is conditional
upon him/her maintaining a minimum of US$500 000 on a term deposit in a Rwandan
commercial bank. The current system is relatively well administered, but it is
excessively restrictive in defining the skills that can be imported (a university degree
is required). While it may not be an impediment to investors requiring expatriate
managers, the existing scheme does not allow Rwanda to actively attract all the skills,
competences and investment that it needs.

Implementation Status of Competition Law vs Anticompetitive Practices
in Rwanda
In Rwanda, there is good political will to establish appropriate legal framework on
competition issues and a number of measures and legal frameworks have been
instituted in order to curb anticompetitive practices in the country. The measures
implemented so include; the adoption of Competition and Consumer Protection Policy
in 2010, and legislating on Competition and Consumer Protection law which provides
procedures for investigation in 2012.
In addition, Legislation on a Law establishing NICA and determining its missions,
organisation and functioning has been completed. However, the NICA law is still
pending for Cabinet approval and this limits the ability of NICA to fully enforce its
mandate of curbing anticompetitive practices in Rwanda. Some capacity building of
personnel in charge of competition matters from MINICOM has been carried out and
public awareness campaign was conducted to provide a platform to identify and
address anticompetitive practices in Rwanda. The main challenges with respect to
anticompetitive practices in Rwanda include the following: The low level of
awareness on competition law/policy among public and private sector actors, the lack
capacity by personnel to investigate hard core cartels; having not fully established an
independent competition authority to implement the law; and the delay by EAC to
have fully functional competition commission.

27

3
A Detailed Assessment of the Perception of
Consumers on National Competition Issues in
Rwanda
In this section, the perceptions of consumers, business operators and other
stakeholders on the level of competition in Rwanda are assessed. Figure 7(a) shows
that 91 percent (i.e. the majority) of respondents believe that general level of
competition in Rwanda is high. However, a sector breakdown in the level of
competition in Figure 7(b) shows that the perceived high competition level is mainly
found in the retail and consumer goods sector where the majority of informal
businesses operate and trade. Within the retail and wholesale consumer goods market,
the barriers to entry are lower and therefore competition levels are higher. However,
sectors like telecom and power, where the required capital investments and level of
technological sophiscation are high, tend to have few players. According to Figure 7b,
46 and 49 percent of respondents indicated that the level competition in the telecom
sector was moderate and low respectively. Given that Energy, Water and Sanitation
Authority (EWSA) is the sole institution responsible for power supply in Rwanda, 93
percent of respondents indicated that there was no competition in the power sector.
The telecom sector in Rwanda was originally dominated by MTN, TIGO and
Rwandatel: Recently, new players like Airtel and a few others have entered the
market thus leading to higher competition improved quality of services and reduced
prices of telecom service over the past five years.
Figure 7(a): General Assesment of the Level of Competion in Rwanda
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Figure 7(b):Level of Competion by Sector(%)
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A more controversial sector with respect to competition issues is the transport sector
in Kigali city. 71 percent of respondents indicated that competition in the transport
sector was high, 11 percent reported that it was moderate while six percent stated that
competition levels in the transport sector was low. With respect to competition in the
transport sector, 11 percent of respondents who indicated that there was no
competition in Rwanda's transport sector could either be due to ignorance about
competition issues in the sector or sentiments held by people affected by recent
reforms in Kigali's transport which were not perceived very fair for small payers in
the transport sector.
Figures (7b) and 7(c) show that although 95 percent of respondents perceive a high
level of competition in the country many still cite a high impact of competition issues
on the daily lives of consumers. In addition to structural issues, like land-lockedness
and the long distance of Rwanda from ports, limited competition negatively affects
lives of some consumers in Rwanda.

Figure 7(c):Impact of Level of Competition on Consumers
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Anti-Competitive Practices in Rwanda
Health Insurance Sector
The Senate of Rwanda passed a bill to regulate the health insurance sector. The bill in
part emphasises that ‘Any employer whether public or private shall be bound to
contribute to the payment of his/her employees health insurance premiums in a
recognised insurance scheme satisfying conditions required by the law’. A manager
with a medical insurance division asserted that competing with government and rising
cost of healthcare were factors to blame for small margins in the sector. He noted that
the whole public sector covers medical insurance for its personnel with state-owned
insurance agencies like RAMA and MMI. Now taking consideration that government
is the largest employer, denies the private sector an opportunity to tap into the huge
clientele leaving them to compete for small NGOs and private sector clientele.
Transport Sector
In a move to organise city transport and de-congest the city, Kigali City Council has
moved to streamline transport services in Kigali city by awarding tenders to three
companies to manage the major city routes using 30-seater mini-buses. However, 18seater taxi operators have cried foul claiming that they have been thrown out of
business after being re-allocated less busy routes due to these reforms .When asked
whether they perceived the recent reforms in the transport sector around Kigali to a
few operators side-lining commuter taxi operators to less lucrative routes, as
anticompetitive practice by the government, the Private Sector Federation (PSF)
acknowledged that indeed the decision on the same was initiated by the government
and quickly defended reforms pointing out that the old taxis were not liked by
consumers since these were very bad shape, unclean and usually over packed and
caused a lot of commotion in the central business district.
PSF notified that the five-year agreements signed by bus operators with government
were actually not a hindrance to new entrants in the transport sector since new
entrants would negotiate sub-contracting on those particular routes, of which
consumers would stand to benefit in terms of reduced delays and transport fares.
People are concerned that the implementation of reforms in the transport sector was
so radical that some in the city transport business were caught unaware. The reforms
were carried out without adequate notice and their vision and plans were not executed
in advance hence as a result, people lost their investment overnight. Many commuter
taxi operators were relegated to less lucrative routes and hence cannot service bank
loans acquired to buy vehicles.
Banking Sector
The Rwanda Bankers Association (RBA) acknowledges that there exists a fairly level
field ground in the banking sector in Rwanda. It further asserts that GoR does hold a
stake in some of the commercial banks. However, in their own view, the RBA does
not consider government‟s ownership in the particular commercial banks as a pretext
for favours. RBA mentions that commercial banks such as Bank of Kigali and
Ecobank (former BCDI) have developed their images among the populace based on
technological innovations in financial products, trust, reputation and security for
clients savings.
According to RBA, the main concern within Rwanda's financial markets is the
inadequate and unaffordable liquidity. Bankers were concerned that money for on
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lending was very expensive in the market. Interest rates had risen from 7-8 percent in
2012 to about 10-14 percent in 2013. RBA cited the following challenges leading to
the high cost of credit; revenue collections from major government bodies such as
RRA, RRSB, RAMA are mandatorily kept in the central bank (BNR) with most
commercial banks acting as channels.
In this way the capacity for commercial banks to mobilise enough savings for on
lending is limited. Buying of various government securities such as treasury bills and
bonds was no longer an open auctioning system as previously was the case. What is
happening is that buying of treasury bills is subject to negotiations by individual
banks based on their working relationships with RSSB.
In cases when there is a high demand for liquidity in the market, most banks approach
BNR for money. However, some banks have a lee way to directly source funds from
RSSB, given their long working relationships with RSSB. This is done through
negotiations with individual commercial banks. In a bid to retain customers, banks do
charge high refinance charges on loan between themselves. They also hide the terms
and conditions in the loan agreements that would make refinancing of loans possible.
RBA was of the view that interest rates are monitored by BNR. However, they are
influenced indirectly by RSSB (the largest money pool) which is approached by
various banks with which they have had along working relationship.
Domestic Goods Market
The RBS was concerned that some companies in a bid to out-compete others in the
market especially petroleum industry, deliberately reduce quantities of fuel and hence
price. You find that at one petrol station a litre of fuel is 1000 Rwf while at others its
995Rwf. The Bureau had observed that those selling at a slightly lower price were
giving correspondingly less quantities of fuel to consumers. E.g. instead of giving 1
litre, they were giving 0.8 litres. The Bureau had also noted anticompetitive practices
with the juice and cement making factories whereby these were diluting ingredients in
order to offer low priced goods which the bureau considered to be of very poor
quality.
Regional and International Trade in Goods and Services
The Private Sector Federation of Rwanda was concerned that regionally, Tanzania
was levying high tariffs i.e. US$500 per truck that enters Tanzania while Rwanda
levied only US$167. As a result, the Private Sector Federation engaged in
negotiations to harmonise charges. However, Tanzania did not comply which forced
Rwanda to increase the charges per truck to US$500. This in itself was viewed as
anticompetitive practice for persons doing business from Rwanda since it increased
their cost of doing business. The Private Sector Federation is also concerned that
market liberalisation had enhanced anticompetitive practices. Opening up of markets
has led to dumping of low quality foreign products especially from China. The goods
are sold at very low prices and out competed high value local products from Rwanda.
A case in point was powdered milk from Kenya and yet consumers cannot
differentiate between the two products.
PSF is also concerned that in the services sector, particularly provision of consultancy
services, Rwandan consultancy firms were being out competed by foreigners as a
result of the skills gap and English language barrier. PSF observed that unlike
Tanzania were all foreign companies are required by law to reserve 51 percent of their
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shares to local ownership; such a practice did not work in Rwanda. The PSF asserts
however, that all foreign companies are required to hire an „understudy‟ for each
expatriate position. Under this scheme, the understudy is to be trained to replace the
expatriate worker in due course. The above practice is aimed at improving the skills
of the local Rwandese labour force. PSF had established a separate arm known as
Kigali arbitration (KIAC) to help the business community with issues arising out of
conflicts among themselves.
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4.
Enforcement of Competition Laws in Rwanda
According to Figure 8a, the level of enforcement of competition rules in Rwanda is
high. 79 percent of respondents indicated that action is always taken whenever
competition rules are violated while 19 percent indicate that action was sometimes
taken. Indeed, the RURA has been very active in enforcing competition and consumer
rights in utilities sectors of the economy and prices paid by consumers have generally
not fluctuated very much between different goods and service providers in Rwanda's
economy. In addition, the RBS has an independent mandate to take punitive measures
against non-compliance with consumer protection practices in Rwanda. The Bureau
has full powers to take a decision based on scientific evidence to; for example initiate
the closure of a business in case of non-compliance as far as standards are concerned.
The body that falls under MINICOM however advises government on possible action
to take by first consulting with MINICOM. A case in point to prove their
independence was their ability in the month of September to intercept and prevent
entry into the country of 1000 dumped TV sets from China.
Since their mandate is to protect consumers‟ safety, RBS has powers to close a
factory without taking directives from the government. As far as foreign
goods/imports were concerned, RBS has set up a warehouse at the customs where
inspection of all foreign goods is done before they are released to the public. They are
also working with other regional bodies to harmonise standards and prevent
anticompetitive behaviour that could be harmful to consumers. On the issue of the
business community‟s allegation of delays for issuance of standards certification
during starting of business, the Bureau asserted that people were not just sensitised
about the bureau‟s work, fearing to approach it for simple certification. The Bureau
was of the view that sometimes inspection for small business is limited to only
checking for cleanliness of the business premise however people are afraid of
approaching it, thinking the processes are very complex.
Figure 8a: Whether Action is take when Competition Rules are
Violated
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To find out why no action has been taken for violating competition rules, respondents
were given several options from which they could choose more than one reason in the
questionnaire. 94 percent of respondents indicated that it was due to lack of
enforcement of the competition law while 87 percent of respondents indicated that it
was due to strong lobbies. The findings on enforcing the law are backed up by the fact
that although Rwanda's Parliament passed the competition law at the end of 2012,
enforcement is still limited by resource constraints and the fact that the NICA is not
fully established. The government should speed up establishment of an independent
authority to implement the Competition law. The other main reason cited by
respondent for not taking action was due to the perceived power of some people who
lobby the authorities (see Figure 8b).
Figure 8b: Reasons for not taking Action on Violation of
Competition Rules
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5.
Consumer Protection Institutions and Laws
Existence of Consumer Protection Law and Institutions to Protect Rights
of Consumers in Rwanda
According to the Private Sector Federation of Rwanda, there exists a commercial law
that regulates anticompetitive practices. They were of the view that business
community does its best to avoid anticompetitive practices. Although 95 percent of
respondent were not aware, there are several institutions that protect the rights of
consumers in Rwanda. These include RURA, the competition and consumer
protection unit at the Ministry of Trade and commerce, the Association for the
Defense of Consumer Rights (ADECOR) and the RBS.
Figure 9: Awareness of Agencies that Protect the Rights of Consumers
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RURA was created by the Law n° 39/2001 of 13 September 2001 with the mission of
regulating certain public utilities, namely: telecommunications services, electricity,
water, removal of waste products from residential or business premises, extraction
and distribution of gas and transport of goods and persons. The Authority reports to
the Office of the Prime Minister and coordinates with line ministries responsible for
each regulated sector in executing its functions. The Authority plays a pivotal role
between the policymakers, licenced service providers and consumers in ensuring fair
competition, promoting and protecting consumers‟ interests and rights in regulated
sectors.
The Competition and Consumer Protection Unit under the MINICOM is tasked
with providing consumers with competitive prices and product choices at the best
possible quality. It also ensures that SMEs have an equitable opportunity to
participate in the economy and promote a greater spread of ownership. It also aims at
enhancing the competitiveness of Rwandan enterprises in world markets by exposing
them to competition within the country.
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ADECOR-Rwanda is a civil society organisation (CSO) whose mandate includes
campaigning and lobbying for consumer rights, providing consumer Advice; dispute
resolution between consumers and providers of goods and services; and participating
in the drafting and enforcement of consumer legislation.
Rwanda Bureau of Standards (RBS): The RBS is a government institution created
in 2002 with the objective of protecting consumers and promoting trade within and
outside the country. The body is made up of different departments including the
quality assurance department that deals with market surveillance, industrial
certification to confirm that products meet standards, giving standard marks such as E,
S for fuel and food as well as ISO certification for providers of services. The Bureau
possesses testing laboratories for testing products to ensure that they comply with the
set standards. The meteorological department deals with calibration of machinery for
example at petrol stations to ensure that consumers are not cheated.
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6.
Existence of State-owned Monopolies
Although only five percent of respondents were aware about the existence of stateowned monopolies in Rwanda (see Figure 10a).
Figure 10a: Existence of State-Owned Monopilies
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The Portfolio of State owned Enterprises in Rwanda
In Rwanda, there remain concerns about competition from the large portfolio of stateowned firms and the government‟s non-controlling shareholdings in private
enterprises. Many small privatised firms, which are owned by investment groups with
government shareholders or led by individuals and having close ties with the
government with ministers and their representatives sitting on boards and exercising
considerable influence. Some private sector firms assert that firms with government
interest get preferential access to credit and tax compliance enforcement
(http://Rwanda.usembassy.gov/investment_climate_html, accessed on August 18,
2012). This may reduce the scope of a level competitive field for new private sector
actors, thus reducing benefits of better and affordable service and good delivery to
consumers which accrue from increased competition in the private sector.
There are a total of 31 enterprises where the GoR has controlling (100 percent) or less
than controlling (below 50 percent) stake. While some public enterprises existed
previously, nine were recently established as a public enterprise parallel to the ongoing privatisation programme over the last ten years (see Table 2). The GoR has also
become a partial and indirect shareholder in new holding companies. National Social
Security Fund (Caisse Sociale du Rwanda), Military Medicine Insurance Scheme
(MMI) and Bank of Kigali are among the shareholders. There is not a single
document at MINECOFIN, however, which has calculated GoR‟s indirect share
through which it holds shares in all private enterprises including those recently
privatised.
The GoR‟s portfolio of its controlling and less than controlling stake is monitored by
the Government Portfolio Unit at MINECOFIN which has published one document

37

summarising the fiscal risk status of each enterprise. It states that not all public
enterprises submit complete financial statements to MINECOFIN; some have
unfavourable liquidity, significant liabilities and demonstrate lack of preparedness to
meet obligations when they are due, and incur deficits. Moreover, only few
enterprises apparently pay out dividends to MINECOFIN – the owner. In 2010, the
year for which the only data is apparently available, among 17 enterprises where the
GoR has full or majority stake, only 2 – National Bank of Rwanda and Bank of Kigali
– paid out dividends – while the remaining 15 did not. Among 14 enterprises where
the GoR has a minority shareholding, 0 paid out dividends. This suggests that there is
significant room to improve the monitoring of public enterprises.
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Types of Anticompetitive Practices that State-owned Monopolies engage in
In Rwanda, it is most likely that few medium and large firms account for the bulk of
specific industry sales, employment, or assets. This explains, at least partially, the
limited number of new entrants domestic and foreign investors to compete with
dominant medium and large firms and including those choosing to leave Rwanda.4
In addition, implicit or explicit market sharing arrangements or even ruthless
squashing of opponents could become common as it was already illustrated in one of
the cases brought to the attention of Competition Unit at MINICOM lately. In this
case, the new entrant to the highly concentrated beer market (i.e. Skool) brought
complaint about the anti-competitive behaviour of the incumbent, Bralirwa, which
demanded the stores to sign exclusivity contracts refusing to get into any agreement
with Skool. The absence of a full-fledged Competition Commission (without the
Competition Law) made it presumably difficult for MINICOM to resolve the issue.
The economic concentration lies in the modern formal sector while the informal
sector remains the mirror opposite: highly fragmented and intensely competitive. In
order to resolve such competition issues above, most of the interviewed respondents
suggest that the competition and consumer protection unit should involve all the
concerned stakeholders and sensitise them about the need for fair competition within
the country (see Figure 11).

Figure 11: How Competition Authority Should invlove different
Stakeholders
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Private Sector Federation of Rwanda, “Disinvestments and Investor Aftercare in Rwanda,” December 2010,
p. 18

39

7.
Competition Culture and Public
Awareness in Rwanda
According to Tables 4(a) and 4(b) the level of awareness about competition issues and
institutions working on them in Rwanda is still low. Only 10.5 percent of respondents
indicated that they were aware of agencies that protect interests of consumers
implying that public awareness about competition issues in Rwanda is still low. A
disaggregation of the data in table 4(b) shows that only 13.6 percent of respondents
from the business sector were about the existence of institutions that deal with
competition issue in the country. None of the respondents in government, civil society
and academia were aware of the existence of competition related organisations in
Rwanda.
Table 4(a): Awareness of Any Agencies that Protect Interests of Consumers
Frequency
Valid

Percent

Cumulative
Percent

Valid Percent

Yes

11

10.4

10.5

10.5

No

94

88.7

89.5

100.0

105

99.1

100.0

Total

Table 4(b): Awareness of Competition Agencies Disaggregated by Sector
Awareness of any agencies that
protect interests of consumers
Yes
Organisation CSO/CBOs
Government
Representative
Business Organizations
Academia
Total

No

Total

0

4

4

.0%

100.0%

100.0%

0

10

10

.0%

100.0%

100.0%

11

70

81

13.6%

86.4%

100.0%

0

10

10

.0%
11
10.5%

100.0%
94
89.5%

100.0%
105
100.0%

Figure 12(b) gives major reasons as to why levels of awareness on competition issues
are low in Rwanda. Although the majority of respondents indicated the presence of
political will to enforce competition issues in the Rwanda, 99 percent of respondents
indicated that competition issue were not well understood because of the limited of
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publicity they are given in public discourse. Limited awareness is further reinforced
by the fact that competition issues are not part of the curriculum and are therefore not
taught in universities. This is further complicated by the fact that people in academia
are not aware of them. This implies that universities would be one of the starting
points for sensitisation about competition issues in the country.

Percent

Figure 12a: Reasons Why Competition Issues are not Well Understood
in Rwanda
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Considering potential actions that would be taken on encountering anticompetitive
practices in the country, 99 percent of respondents indicated that they would report to
the competition authority. However, 80 percent of respondents indicated that
anticompetitive practices were only reported sometimes while 20 percent stated that
they reported rarely. This shows that efforts need to be stepped in to increase public
awareness about competition issues which will then increase reporting and bringing
culprits of anticompetitive practices to book.
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Percent

Figure 12b: Potential Actions on Encountering Anticompetitve Practices in
Rwanda
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Table: Frequency of Competition Issues Being Reported on the Media
Frequency
Valid

Valid Percent

Sometimes

85

81.0

Rarely

20

19.0

Total

105

100.0

Total

106
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8.
Conclusions and Recommendations
Given the low level of awareness about competition issues among the general public,
there is need to increase awareness about existing agencies that promote rights of
consumers since many are not well known. Respondents were concerned that the
implementation of reforms in the transport sector was so fast in Kigali City that some
in the city transport business were caught unaware. The reforms were carried out
without adequate notice and their vision and plans were not executed in advance
hence as a result, people lost their investment overnight. The government should
review its recent regulations in the transport sector in Kigali to avoid marginalisation
of small tax owners in a fair competition for the market.
Anticompetitive practices are not exclusive to Rwanda but cut across the EAC.
Although Rwanda has put efforts to curb anticompetitive practices with the
establishment of the NICA, the competition authority is not fully functional since
cabinet has not yet passed the law that establishes NICA. The GoR should speed up
the full establishment and functioning of an independent authority to implement the
competition law, i.e. NICA. In addition, a number of strategies need to be
implemented in order to mitigate the challenges faced by the Competition Authority
in Rwanda.
These include: (i) carrying out awareness campaigns on competition law/policy
targeting civil society, private sector, trade unions, consumer associations and
academia; (ii) capacity building of government officials responsible for the
implementation of competition law/policy; and (iii) cooperation with regional
competition authorities and international competition agencies, such as ICN.
In addition, other East African countries have to play their part in reducing share of
anticompetitive practices across the border including corruption. East African
countries need to harmonise their competition policies and regulatory agencies. If
EAC countries work together against anticompetitive practices with support of
political will, the practices would greatly reduce.
As far as movement of commodities across the region is concerned, revenue
authorities in the different East African countries should work out ways of
harmonizing the fees and charges levied on trucks. This shall go a long way in
reducing anticompetitive practices resulting from high cost of doing business and
delays. In a bid to reduce effects of anti-competitive practices on young and small
business, East African governments should involve the different stakeholders before
policy reforms are implemented. Radical and drastic reforms with little stakeholder
involvement negatively affect competition and potentials for FDI.
In addition, the East African communities should establish an EAC commission to
monitor the implementation of the EAC Competition Act. Although market
liberalisation and regional integration are positive moves that would make Rwandan
firms more efficient, there has to be some conditions on foreign investors. For
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example, foreign firms have to show commitment to the development of skills for the
local industries. This would go a long way in making local firms more competitive in
the market. Some stakeholders are also concerned that as a result of opening up of
markets in the East African region, some foreigners had got involved in petty
trade/businesses, rendering the local nationals to get unemployed. The government
needs to encourage the private sector and more particularly domestic direct investors
in such services like insurance and agricultural fertilisers often monopolised by
government.
One of the impediments that put Rwandan SMEs that need to trade in Uganda and
other EAC countries in a less competitive position to Rwandan SMEs is the language
barrier. Some Rwandan traders who are interested in conducting business across the
borders are limited by language barriers that exist in other EAC countries. Regional
traders associations such as Kampala City Traders Association (KACITA) and say
Kigali Traders‟ Association should work in close collaboration to assist traders in
either country to conduct business by devising ways to remove impediments to
communication such as language. Other anticompetitive practices that impede trade
across the East Africa region include both non-tariff and tariff barriers like differential
fees levied on trucks across borders by different EAC countries. Revenue authorities
in East African countries should work out ways of harmonising the fees and charges
levied on trucks. This shall go a long way in reducing anticompetitive practices
resulting from high cost of doing business and delays. Another area of concern among
EAC countries is the harmful tax competition whereby each EAC countries provide
tax incentives individually in order to attract FDI and create jobs for its citizens.
Despite the promises of investments and jobs that come with attracting FDI using tax
exemptions, the costs usually far outweigh the benefits from the tax incentives given
to FDI. In addition, tax competition to attract FDI among EAC countries is a race to
the bottom whereby countries forego the revenues which would have helped expand
their tax bases and increase government expenditure in key sectors like education,
health and agriculture. EAC governments need to balance supporting investment by
providing a competitive tax environment and ensuring that investors pay an
appropriate share of the fiscal revenue. There is a need to protect the tax base against
sophisticated tax planning, that is, businesses avoiding taxation by taking advantage
of incentives and then moving when they are no longer entitled to them.
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