











the Land Law.”* The Land Law abolishes all customary
forms of tenure. In their place, the government issues
titles for 99-year leases of land. The government “sees
increased security of tenure or rights of address to land,
and more effective land management, as important fac-
tors for the improvement of the agricultural sector and
the economy as a whole, helping to create the resources
needed to reduce poverty and to consolidate peace and
social cohesion.”?

For much of Rwanda’s history, the state—either the pre-
colonial Tutsi kings or the colonial and postcolonial gov-
ernments—has owned the vast majority of the land. With
control of land in the hands of government, formal land
markets did not develop. Transfers were often done in-
formally, and confusion and insecurity were common.
Local officials had great discretion over land allocation
and could favor politically powerful individuals over
marginalized people who may have held traditional use
rights.”

The new law hopes to resolve these problems, and yet
provisions of the law are likely to create a host of prob-
lems. As noted, the law allows for the issuance of 99-year
leases. Such a lengthy lease may promote increased ten-
ure security, but this depends entirely on how the gov-
ernment interprets and enforces leasehold rights. The
government also hopes the law will promote the con-
solidation of land holding. The idea is that small parcels
will be sold to commercial farmers who will consolidate
land and create viable agri-businesses. A freer market in
land sales should, the government believes, promote this
consolidation process. However, as Musahara notes:

Land fragmentation in Rwanda serv[es] as a cop-
ing mechanism in smallholder agriculture, the typ-
ical Rwandan household farms an average of five
plots. Some are in the valleys, others are upland
and some near the household. In some parts of
southern Rwanda, a household may have up to 14
crops growing in different fragments at different
seasons. . . . Recently, Blarel, et al., noted that the

costs of consolidation in Rwanda may not exceed
the benefits of using land fragmented over the
years in adapting to land scarcity.>*

Creating the conditions for a more open land market
is desirable, but the law allows the government to bar
people who own less than one hectare from registering
their property.®* An even more troubling provision of the
law states that “subsistence farmers can have their land
confiscated should they fail to exploit it diligently and ef-
ficiently (Articles 62-65).”°° The government is supposed
to compensate for such confiscations, but it has not es-
tablished clear standards for compensation. Rural land
will be registered locally, and urban, commercial proper-
ty will be registered in a national cadastre in Kigali. The
government will maintain a role in the resettling of peo-
ple and in devising land use and land planning policy.

These prohibitions and potentially vague use require-
ments place undesirable limits on individual liberties.
Further, they may well lead to serious problems with
corruption as individuals seek to skirt these artificially
imposed constraints and demands. Such requirements
are likely to benefit educated elites who may try to dis-
possess uneducated farmers.

The new law may pose a special problem for women
smallholders and their children. Under the 2005 law, the
government is supposed to register all parcels of land in
the country; however, women will face particular dif-
ficulties registering land. Only legally married women
and their children (not women married under custom-
ary norms and their children or poor women who do
not formally marry because of the associated costs) can
register and inherit land. There is uncertainty in the law
regarding inheritance (do women inherit via the inheri-
tance law or via the land law?). Also of concern is the fact
that custom still bars women from exercising their legal
rights under the Land Law.

Security and clarity of tenure rights, whether customary
or leasehold, are essential both to avoid future conflicts
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and to encourage increased investment in agriculture.
However, there is reason to believe that the government’s
2005 Land Law will lead to serious problems, especially
for women and for uneducated farmers who may be dis-
possessed of their land. Surely, this is undesirable in a
nation with such high levels of poverty and such strong
dependence on agriculture as a livelihood.

D. Transport Costs

TRANSPORT COSTS IN Rwanda are high.”” Addressing the
problems of poor infrastructure, bad roads, and associat-
ed high transport costs will be an important focus for the
Rwandan government over the coming years. For coffee
producers, especially specialty coffee producers, getting
cherries to washing stations quickly is essential since,
to ensure the best quality, cherries should be processed
within eight hours of picking. For many Rwandans, this
is quite difficult. Around Lake Kivu, farmers transport
cherries by boat. In other areas, people travel by cart,
bicycle, or other vehicles on paths or roads. It can be dif-
ficult to get cherries to washing stations within the eight-
hour time window.

At the end of the processing cycle, deparched beans
must be transported to either Dar es Salaam, Tanzania or
Mombasa, Kenya for shipment. Traveling through Rwan-
da can be a difficult and time-consuming process that is
very costly. As Diop, Brenton, and Asarkaya note:

Transport costs incurred by exporters [of coffee]
both within Rwanda and on the main corridor
routes to ports in neighboring countries are very
high. It is estimated that the transport cost from
the farm-gate in Rwanda to the port in Mombasa

is about 80 percent of the producer price. Rural
transport costs alone, that is, of transport from the
farm gate to the capital, Kigali, is estimated at 40
percent of the farm gate price!*®

A reduction in these costs would clearly benefit coffee
producers, helping them ship their goods from their
farms.” Cost reductions could come from additional ki-
lometers of paved roads, which would help reduce the
costs of vehicle maintenance and speed transit times.
Part of the surplus generated as the country grows eco-
nomically should be devoted to meeting transport needs.
This could be done over time by the government, which
could dedicate a line in the budget for road infrastruc-
ture. However, the government should also allow for the
development of private solutions to these problems, as
private infrastructure would be better adapted to the
needs of business and would be more sheltered from the
vagaries of public decision making.

Reducing transport costs over time will help farmers ben-
efit from higher coffee-related incomes. Savings related
to lower transport costs would likely encourage farmers
to use additional income for investing in productivity-
enhancing improvements, hiring labor, purchasing food-
stuffs, or buying materials to improve their homes.

6 Policy Implications

THE BARRIERS AND constraints outlined above suggest
that the Rwandan government, which has done a great
deal to promote the development of the specialty cof-
fee industry, could do even more to support the farmers
and entrepreneurs who are involved, both directly and
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indirectly, in this sector. Liberalization efforts have led
to important changes in the coffee industry. With more
freedom to act, farmers and entrepreneurs are pursuing
a variety of opportunities that can help improve their
lives: they are interplanting crops, contracting directly
with foreign purchasers, and learning the skills needed
to grow specialty coffee. The current government is to
be commended for taking actions that depoliticize the
industry. These efforts directly benefit the coffee farm-
ers in Rwanda, allowing them to keep more of the value
of their product.

However, there is more that the government could do to
address problems related to doing business in Rwanda, to
land tenure and security concerns, and to lower transport
costs. Implementing policy changes in these areas would
promote poverty alleviation and may lessen conflicts
across the country. If changes were made in these areas,
all Rwandans, not just coffee farmers, would benefit.

A. Improve the climate for
entrepreneurship and doing business

THE CLIMATE FOR entrepreneurship and for doing busi-
ness in Rwanda leaves much to be desired. As noted by
the Government of Rwanda:

Businesses have to confront difficulties arising
from [the] legal framework as they go about their
day to day affairs, notably during the formation of
business association, hiring and firing of employ-
ees, the enforcement of contracts, the registration
of securities, transactions and the resolution of
commerecial disputes etc . .. Business law reform is
therefore important and if successful is expected
to remove all legal constraints, which impede the
development of the private sector.'*

Currently, Rwanda ranks 158 out of 175 countries in the
World Bank’s Doing Business study.'® This ranking is far
below the levels of Africa’s most successful economies:
Botswana (48), Mauritius (32), Namibia (42), and South
Africa (29). While the government has made important
progress in liberalizing the economy and in supporting
efforts to streamline the process for starting a business,
it needs to undertake reforms to address several weak
points.

Reforms should focus on increasing protections for for-
eign investors, improving corporate transparency, im-
proving the less-than-satisfactory contracting environ-
ment by making contract enforcement more predictable
and less costly, and reducing costly barriers to the im-
port and export of goods. In particular, the government
should preferably eliminate or reduce the 4 percent ex-
port tax on coffee. The new Land Law is problematic and
will impact doing business in the country, as addressed
in more detail below.

Although itis arough guide, the World Bank’s Doing Busi-
ness Ranking Simulator provides some insights into just
how beneficial certain regulatory and legal reforms could
be in Rwanda. For example, if the government were to
improve the country’s “Investor Protection Index” from
its current rating of 2.67 to a rating of 5.00 (the same rat-
ing as Mozambique) while also improving its “Strength
of Protecting Investors” rating from its current 0.97 to
0.26 (the same rating as Romania and Poland), with ev-
ery other rating being held constant, the country’s Doing
Business ranking would rise 20 points from 158 to 138.1%2
If the country were to reduce by half (from 14 to 7) the
number of documents needed to export a good, reduce by
half the number of documents needed to import a good
(from 20 to 10), reduce by half the time required to export
a good (from 60 to 30 days), reduce by half the time re-
quired to import a good (from 95 to 47 days), and reduce
by half the costs associated with importing and export-
ing, its ranking would rise from 158 to 151.

Such changes should be quite feasible. Other targets
should include lowering the costs associated with li-
censing, reducing the costs of firing workers, reducing
the time and cost required to register property, and
simplifying the process for obtaining credit. If it were to
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address these problems and make changes in these areas,
the government of Rwanda could expand economic op-
portunities for its citizens.

B. Limit the role of OCIR-Café

AS THE COFFEE sector has been liberalized, the need for
apublic-sector agency devoted to supplying inputs, mar-
keting help, and quality-control management has shrunk.
As discussed above, producers can work directly with
buyers to better manage quality-control issues. These
issues should be left to buyers and sellers to negotiate.
OCIR-Café should not have oversight responsibility in
this area, as such oversight expressly threatens freedom
of contract in the coffee sector.

As noted, Rwandans already have experience with buy-
ers and Coffee Corps volunteers working with producers
to improve the quality of Rwandan coffee. Green Moun-
tain Coffee, for example, helped to fund a new cupping
laboratory near Butare. At this lab, we met eight young
women who were learning cupping techniques so that
they could better identify the quality and characteristics
of the beans grown in their cooperatives.

Such private efforts are not surprising. Buyers and sellers
have incentives to meet each others’ needs. Buyers have
strong incentives to carefully monitor the quality of cof-
fee beans they buy. Sellers have strong incentives to meet
the buyers’ needs and to fulfill contractual obligations.
In addition, private organizations, such as the Rwanda
Fine Coffee Association and the East African Fine Cof-
fees Association, play an important role in connecting
potential buyers with sellers. These organizations are
specifically focused on improving market linkages be-
tween producers and sellers, and they offer help with
marketing products and building brand name. Given this,
there is little need for a public-sector agency to oversee
private contracting.

Because many coffee producers are quite poor, there may
be an argument in favor of OCIR-Café continuing to pro-
vide some short-term financial assistance for marketing
efforts. However, as more and more importers become fa-
miliar with the high quality of Rwandan specialty coffee,
the justification for public spending on these efforts will
shrink. Market signals will send more and more buyers
to Rwanda. These buyers will compete with each other to
purchase coffee, and this competition should continue to
bring up the price of washed, specialty coffee. Moreover,
the government is engaged in a massive replanting effort

of millions of coffee tree seedlings. Perhaps the govern-
ment should fund this effort. If the sector is succeeding,
however, then private-sector funding should be available
to underwrite these efforts.

There is no question that Rwandan coffee producers
and cooperative members have many needs. They need
to improve a variety of skills, improve the quality of their
product, and get more of their product to market in a
cost-effective manner. The question is not whether there
are continuing needs; the question is, rather, what is the
best way to meet these needs. Are these needs best met
through expanded public-sector oversight or through
private-sector efforts? With growing positive interna-
tional attention being paid to Rwandan specialty coffee,
there are opportunities for producers to partner with
importers, raise capital, and improve production pro-
cesses. By directing more public-sector funding to the
coffee sector—through its Horizon 2010 Coffee Action
Plan—the government will encourage an agency that is
widely regarded as ineffective and heavy-handed. Surely,
this sends the wrong signal about the government’s com-
mitment to private-sector-led growth.

C. Revise the 2005 Land Law

THE GOVERNMENT OF Rwanda needs to resolve contro-
versies and uncertainties involving land if it wishes to:

* lessen the likelihood of future conflict;

e aid rural genocide widows;

* increase legal security, which in turn should
help promote investment; and

+ address environmental concerns related to soil
erosion and other environmental harms.

The 2005 Land Law partially addresses some of these
concerns. However, the law also creates new opportuni-
ties for conflict, corruption, and abuse. Of special con-
cern is Article 20 of the law, an ambiguous provision that
requires people who hold less than one hectare of land
(approximately two acres) to show that they are using
the land appropriately. If they cannot, they can be barred
from registering their property and the government can
expropriate it. Given that most people in rural Rwanda
hold less than one hectare of land, this clause seems des-
tined to promote conflict and controversy. A preferable
approach would be to allow individuals to freely and
voluntarily trade their rights in land. This would lead
to some consolidation of holdings but would not force
consolidations.



In addition, the provisions of the law dealing with women
should be amended to recognize the rights of women
married according to customary principles, not only
the few women whose marriages are legally recognized.
These women should be allowed to register property, as
should their children. Limiting land registration to only a
small subset of women will lead to unnecessary hardship
for these women and their children.

D. Improve roads and infrastructure to
reduce transport costs

FOR THE BENEFIT of all commercial activity in Rwanda,
the government should identify policy options designed
to reduce transport costs. This might involve creating
increased space for entrepreneurship in the transport
sector, such as allowing the private sector to build and
maintain roads and supporting infrastructure. The pri-
vate sector may be able to supply needed improvements
in a cost-effective manner. Allowing for increased lib-
eralization in the transport sector, particularly with
regards to roads, may benefit coffee producers by reduc-
ing the shipping cost they bear from their farms to Kigali
and then on to Mombasa or Dar es Salaam.

The government should look for options that will reduce
overall transport costs. Many options exist. Private con-
tractors could be used to pave roads, a toll system could
be used to build or maintain paved roads, etc. These ef-
forts would improve transit times, reduce damage to
goods associated with lengthy and difficult transport,
and help reduce the costs of vehicle maintenance. Re-
ducing transport costs would translate into lower costs
for all commercial activity in Rwanda, not just for costs
associated with the coffee industry. These savings would
allow Rwandans to use additional income in other ways,
and such spillover effects would help improve the eco-
nomic well-being of many rural Rwandans.

These policy implications suggest that the government
must still undertake important efforts to further improve
the future prospects of smallholder coffee farmers in
Rwanda. Efforts to liberalize the sector have led to im-
portant, positive changes for the lives of thousands of
Rwandans. However, there is more the government could

do to build on these successes. It could free the market
for coffee production even further, focus on improving
the climate for doing business, work to resolve problems
associated with its land law, and identify ways to improve
transport. By creating a broader space for entrepreneur-
ial activity, the government will go a long way toward
accelerating poverty alleviation in Rwanda.

7 Coffee and Reconciliation

WHILE POVERTY ALLEVIATION is a vital concern, in
Rwanda the rise of the specialty coffee industry has
another, even more important, benefit. Hutus and Tutsis
are working together on many cooperatives to improve
their lives through a shared commercial effort. This sug-
gests that an important element of the post-conflict rec-
onciliation may be informal contacts and relationships
developed in entrepreneurial and business ventures.

Of course, there are formal institutions designed to pro-
mote reconciliation between Hutus and Tutsis. The key
international institution is the International Criminal
Tribunal for Rwanda (ICTR).!** The ICTR’s purpose is
to prosecute those who committed genocide according to
terms of international-law prohibitions on genocide and
crimes against humanity. To date, the ICTR has worked
slowly, and fewer than 30 people have been prosecuted.
However, more than 100,000 people were accused of hav-
ing participated in the genocide, and prosecuting even a
fraction of such a staggering number is a daunting task.

Given this reality, the Rwandan government has created
a special set of courts—called the Gacaca Courts—in an
attempt to bring more people to justice more quickly.’**
These courts draw on the heritage of community-based
dispute resolution in African societies. Victims and the
accused, along with witnesses and other local people,
come together at the location where the crime was com-
mitted to debate what happened. The aim is to find the
truth, or some approximation thereof, through open dis-
cussion. Decision makers are local leaders, not profes-
sional judges, and Gacaca Courts are a local solution to
the problem of apportioning responsibility and healing
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post-conflict trauma. It allows for decisions to be made
more quickly and with less expense than those at the
much more formal ICTR.

In addition to these more traditional approaches to rec-
onciliation, many Rwandans find that commercial activi-
ties—whether in the newly expanding specialty coffee
industry, in horticulture, or in rice cooperatives—are pro-
viding a depoliticized, relatively neutral environment in
which they can work side by side with former enemies.
Business in Rwanda has become a forum for victims and
perpetrators throughout the country to voluntarily come
together, out of necessity, to pursue a common goal: mak-
ing ends meet. Working together to achieve a goal that
both victims and perpetrators desire—earning a living—
seems to help people to overcome animosities and heal
deep wounds.

Earlier this year, a news report from the United Nations
High Commission on Refugees discussed the relation-
ship between the coffee industry and reconciliation in
Rwanda. The president of Abahuzamugambi Coopera-
tive, a woman named Joyeuse—who lost her husband
during the genocide—said, “The association has given
to those women affected in one way or another by the
war new reasons to live. I have three teenagers at home
whose studies I can afford now, even if the money is still
very little.”1%°

Having greater access to the international specialty cof-
fee market makes a big difference for these farmers.
When we spoke with members of the COOPAC coop-
erative, they told us that they can now fix their homes,
buy clothes, pay school fees for their children, and get
through the long months between coffee harvests more
easily than before.'?

This commercial success should not overshadow an-
other success. Approximately 20 percent of Rwanda’s
coffee farmers are genocide widows and orphans. The
women and children left behind after the genocide had
to find ways to survive, and coffee was one way available.
But because most coffee farmers are smallholders, with
an average of 175 trees each, they have difficulty com-
manding a decent price for the coffee they grow and sell
as individuals. Economies of scale make it sensible for

smallholders to band together into cooperatives, to share
expenses and knowledge and spread risks.

This economic imperative has real benefits in terms of
reconciliation. Neighbors, many of whom are genocide
widows (women whose husbands were killed, as well as
the women whose husbands are imprisoned for perpe-
trating the genocide), now work together to build effec-
tive cooperatives, develop stronger governance and man-
agement skills, and find common ground as they all work
to improve their product and, by extension, their lives.

As discussed above, before 1994 smallholders were paid
a set price for their coffee and they sold beans to an ex-
port control agency, not directly to foreign buyers. This
means that smallholders had few incentives to join to-
gether into cooperatives. There were no economies of
scale to be gained by working together because farmers
rarely washed their coffee (a capital intensive process),
they did not need to market their product, and they did
not need to find a buyer-there was a guaranteed purchas-
er. They had few if any incentives to work together to im-
prove the quality of their coffee. Farmers did not receive
a higher price for higher quality coffee. This means that
the illiberal policies of the past gave Rwandans incentives
to work as solitary producers, relying on family labor. As
coffee growers they had no incentives to improve quality,
to identify and develop relationships with foreign buy-
ers, or to market their product. They did not share com-
mercial goals or costs of business, and they did not have
jointly created profits to distribute. Rather, they worked
alone and any monies they made stayed in the family.

Now, however, Rwandans have these incentives and they
do work together in cooperatives to improve their coffee,
their lives, and their communities. This change suggests
that an important aspect of post-conflict reconciliation
may be the extent to which informal contacts and rela-
tionships are free to develop in entrepreneurial and com-
mercial activities.

People in Rwanda recognize that commercial activi-
ties generally, and the coffee industry specifically, are a
valuable path to reconciliation. Dr. Timothy Schilling of
PEARL has said that “[b]y bringing villagers together to
work toward a common economic goal ... co-ops have
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helped Rwandans with the monumental task of recon-
ciliation, since genocide widows work side by side with
women whose husbands are in jail for participating in the
killing. . . . “‘What’s reconciliation if it’s not people who
have conflict getting together and talking?”'%’

And, during an interview in his Kigali offices, Rwandan
Minister of Agriculture Anastase Murekezi, told us:

Industry has certainly contributed to reconcilia-
tion . ... In every village we’ve had this very bad
experience with genocide. Coffee producers were
both victims and killers. Afterwards, the killers
were imprisoned. Their wives and their children
were at home. Close by were the survivors of the
genocide. The victims were living next to the fami-
lies of those killed. But now we have the experience
of people working together. We have seen coffee
producers working together.

I believe the secret is increasing income through
washing coffee. This is the same concern for all the
families. They are working together now through
co-ops. The co-ops are friendly associations. These
farmers are getting more income now than in the
past, and they are happy to get more because they
are working together. Now, we can value each fam-
ily based on [its] real achievements in improving
quality and quantity of coffee, not on ethnicity.
This is a new value: a focus on work and results.!*®

In this interview, Minister Murekezi suggested that
people are working together precisely because of the
market signals associated with specialty coffee produc-

tion. Because they derive a higher income/price from
carefully washed specialty coffee, people work together
to make their cooperatives as successful as possible. In-
terestingly, Murekezi suggests that the sense of what is
valuable in Rwandan society may be modifying some-
what. Whereas in the past a person might have been val-
ued based on his or her ethnicity, the Minister suggests
that people are now valued based on their ability to con-
tribute to the commercial success of a cooperative. This
is an interesting view, and only time will tell whether
the development of commerce and coffee production is
transforming Rwandan society.

In her August 2006 article, New York Times reporter Lau-
ra Fraser quotes two smallholder coffee farmers, one a
genocide “widow” and the other a man whose farm was
destroyed during the war:

“After the genocide, I feared other people’s reaction
when they got to know that my husband is in jail,
so it was not easy to join the co-op,” said Gemma
Uwera, a 53-year-old mother of eight whose hus-
band is accused of a genocide crime. “Now I have
friends, I meet regularly with widows of genocide,
and we plan how we can help each other if some-
one has aproblem.” ... Christian Ruzigama, 43, left
his 300-tree coffee plantation in 1994 and returned
to find his house destroyed and the plantation in
shambles. At the co-op’s washing station, he has
become an expert in fermenting the beans. He
has earned enough money to send his children to
school, buy health insurance, a cow and two goats,
and is planning on building a new house. At the
co-op, he said, no one is focused on the past any
more. “I think the Rwandan future will be bright,”
he said. “Coffee is our new source of life.”

A BBC article quotes another coffee farmer, Beatrice
Karigirwa, whose husband and relatives were killed
in the genocide. “My job has given me hope for a bet-
ter future and enables me to live peacefully with other
women. . .. Coffee has played a big role in the progress
of this country. We live in harmony with Rwandans from
different areas. If we all stayed at home we would all be
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Weighing coffee beans in Kigali (left). Ripe cherries in the field (right).

thinking in the same way as before but coming to work
in the coffee industry has taught us a lot.”'*

Another young woman, Aimee, is quoted in the same ar-
ticle as saying that while the pay is low, the coffee plan-
tation plays an important role in uniting people. “I can’t
hate. . . . Even those who killed my parents later died
so why should I create more enmity by sowing hatred.
Here, we are friends because we have the same problems.
Even the women whose husbands have been in prison as
genocide suspects, or children like me whose father are
genocide suspects, we understand each other, we don’t
have any quarrels.”**°

Much remains to be done in Rwanda. Most Rwandans are
still desperately poor. Many will bear the physical and
psychological wounds of genocide to their graves. The
ICTR and the Gacaca Courts are two means Rwandans
have used to try and heal these wounds. But, as Rwandans
and others recognize, commercial activity—particularly
in the coffee industry—is another, perhaps unexpected,
salve for these wounds.

109. BBC News, "Coffee Key to Reconciling Rwandans,” August 30, 2006, http://news.bbc.co.uk/2/hi/africa/5299286.stm.
110. Ibid.
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