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ABSTRACT

Although still predominantly rural, Rwanda ise of the world’s fastest-urbanising countries. This paper
considers the Randan Patriotic Front’s approach to urban development in the context of intense pressure on
land and a stated lorngem agenda of moving towards a future that is ‘100% urban’. The RPF government has
won plaudits for its transformation of Kigali, and its Land TenurguReisation programme is proceedingaat
pace few anticipated. Its approach to the urban question remaivesydro both highly controversial abroad and
contested within the countrihere is widespread acknowledgement that aspects of the government’s urban
agenda have been disadvantageous to the poor, but it is also ur@daenthe implementation of this agenda
is furthering or hindering their overarching drive for economimagh, structural transformation and political
stability. In particular, the expropriation of urban land and the pdli&icanomic interests embedded in the real
estate sector have critical impacts on Rwanda’s development trajectory. Utilising a ‘political settlements’
approach but introducing a spatial perspective focused on the transforwialayali, this paper explores the
governance of land reform, urban planning, expropriation angepsotaxation, analyses how these illuminate

the brader settlement in place, and considers the implications for Rwanda’s future.



I ntroduction

Rwanda is hardly a country that has attracted the attention of many scholars cowitbroies and
urbanisation. This is unsurprising: with under 20% of its populationdiin urban areas, it is one of
the world’s least urbanised countries. The proportion of its people living in cities and tovewefis
lower than the average for East Afriche world’s least urbanised region. Yet the pace at which this
has been changing in the past two decades since the Rwandan Patriotic FF)rtb@R power, and
the manner in which the change has unfolded, is nothing short of extraordBotnyin terms of
urban growth (the absolute number of urban-dwellers) and urbanisation (the ggEcentthe
population living in cities and towns), the demographic shift has been meteoric. In H&@0were
just 385,000 Rwandans living in towns. Next year, there will be 2.5 mildonincrease of over
500%. Meanwhile the percentage of the population in urban areas has almost quadrupled over t
same period from just 5.4% in 1990. Between 1950 and today there has beemalotbst country
in the world urbanising faster. The biggest shift has been in the RPF etheat@nd is set to

continue!

This raises importanjuestions. Why Rwanda’s urban growth rates peaked so dramatically after the
genocide, and how this impacted on security, has been discussed eldeWisrarticle instead
engages primarily with questions about how the government has managed and shapmshits
trajectory, and what the consequences of this ar®Rfamdan’s development and political order
today and in the future. Indeed, it is not only the growth of citias has been remarkable but the
package of policies that the government has put in place to deal with thjsaskifthe rigorous
manner of their implementation. This is especially evident in Kigali, theatayty in which around

half of all urban Rwandans currently live.

Despite the relative lack of attention thus far from scholars, this policy drive has cabtuatkition

of development practitioners both within Africa and beyond. In 2008, UN-HABITFEEgnted the
governmen of Kigali City with an award for ‘innovations in building a model, modern city’. The
city’s mayor went on to become UN-HABITAT Deputy Director. Urban planners in neighbouring
Uganda and Kenya send teams of delegates to Kigali, observing its development with sedlisgui
envy and admiration. Meanwhile, developmepirtners such as the UK’s Department for
International Development marvel at the pace of the country’s Land Tenure Regularisation

programme, which has importaniplications for Rwanda’s urban future.

There are also many less favourable assessments of the city’s development. Concerns abound that
nothing is being done to address the staggering shortfall in low-income housingethaster Plan
being gradually unveiled since 2007 is unviable, that investment is not forthcandripat the poor

are being pushed out of the city. While all of these issues will be touched on in thigh@pencern



here is not to weigh up the successes and failures of the government’s urban strategy. It is rather to
unckerstand the political settlement behind the way Rwanda’s urban transition is being shaped into the

Kigali we see today.

Many existing analyses of Rwandan governance are relevant here, despite few focusing explicitly
urban areas as distinctive spaces. At the level of national politics, recerttywdoth and Golooba-
Muteb? has enlivened the debate on the political economy of Rwanda’s post-genocide development,
while insights from Beswickand Purdekovéhighlight issues of political space and surveillance with
important ramifications for urban governance. Meanwhile, critical analysesraf Rwanda that
focus on social re-engineering and modernist planhiofien drawing on James Scott, have clear

relevance for thinking about the rationale for and practices of urban planning.

This paper benefits from the insights, but also takes a rather different approach. It attempts to
understand the nature of contemporary urban Rwanda by bringing perspectives from thiegemer
literature on ‘political settlements’ (defined below}o bear on the question of Kigali’s development.
Drawing on primary research conducted between 2009 and 2013 and comprising 115 interviews, it
proposes viewing the RPF’s approach to the ‘urban question’ in Rwanda as embodying an underlying
political settlement that is observable in the form of the city itsethdtefore aims to spatialise the
concept of the political settlement, using it to illuminate particular aspecrbafh development that
other political economy and urban geography approaches do not call attentiorthis. respect it
takes the political settlement idea out of its natural habitat - the stutlg pblitical determinants of
national economic growth - and explores its value in relation to questiambasf transformation. In

so doing, however, it aims to illuminate features of the political settlement in Rwanda that auet relev

well beyond the city.

The article begins with a discussion of the concept of the ‘political settlement’ as used in recent
literature on the political economy of development. The role of cities as spadhe frticulation of
broader political settlements is discussed. This is followed by a section expl@ingoan planning

drive in Kigali and the institutional and policy framework that supports thiscussing some of the
controversies concerning expropriation and land pricing in the city. |then turn to the questions of real
estate development and its relationship to local taxation, and whatethids rabout the city’s

political economy. The article then considers how the urban development issues discussed can
contribute to our understanding of the political settlement underpinning the r&dirmes followed

by a conclusion reflecting on findings and prospects for the future.



The city as political settlement
Palitical settlements and devel opment

The idea of a ‘political settlement’, as developed in recent years by Khan’ and others including Di
John and Putzé&lrepresents a renewed attempt to understand the underlying political determinants of
economic growth in developing countries. It evolved out of an explicitqodtiof the New
Institutional Economics (NIE) propounded by scholars such as Ridftie political settlement
concept emphasises why a preoccupation with formal institutions (such as-&atsihined property
rights and other laws and regulations) is insufficient when attempting to undestanomic
development outcomes, especially in very low-income settings. Central to theeciit the absence
of an adequate conception of power in the neoclassical framework underpinning NIE, tildrine
to recognise that power relations sustainiigt economists conventionally consider ‘bad’ political
and economic institutions may in fact constitute essential foundations for ecogmwith.In this
view it is particularkinds of political settlements, rather than ‘good institutions’ in the mould of

Western liberal democracies, that form the foundation of stability and developmenitibtrans

A political settlement consists of a situation in which the distidimutif benefits supported by the
institutional structure as a whole is consistent with the distribution of aotwatr. Khan uses the
term ‘holding power’, and defines this dhow long a particular organization can hold out in actual or
potential conflicts against other organizations’. ‘Holding powet depends in part on income and
wealth,but is also linked to ‘historically rooted capacities of different groups to organize’,*® and to an
organisation’s ‘ability to mobilize prevalent ideologies and symbols of legitimacy to consolidate its
mobilization and keep its members committed’.™* Critically, where formal institutions do not allocate
benefits in a way that is compatible with the power structure, informséitutions such a%atron-
client allocative rules, and informal adaptations to the ways in whiclcylartiformal institutions
work’*? are central to achieving this compatibility. To be viable over time, thersetttenust be able

to generate and sustain a certain level of political stability and economic performance.

Political settlements emerge through conflict; the power structure that pravanflict essentially
defines the settlemefitand as such they are naicessarily inclusive of everyone’s interests. The
resilience of a settlement simply depends on the allocation of beneffitssi® who have achieved a
certain degree of power through past struggles. Nevertheless, for Khan, Putzel and Di Johnsand other
the existence of a fairly stable political settlement is an important faand&ir any kind of
economic development, because without such a settlement in place continued conflitieover
institutional structure will disrupt developmental progress. Even North adopted samentd of this

perspective in his more recent work (North, Wallis, & Weingast, 2t109).



Certain other scholars associated with conventional institutional approaches, suwdmagyld and
Robinsor;> have in recent years also attempted to factor the role of what theyderacto power
into their understanding of the determinants of economic development. Kshaemoted, however,
they pay relatively little attention to the role of informal institng, assuming that particular kinds of
formal institutions flow from particular allocations of de facto poaed it is these institutions that
determine developmental outcomes for better or worse. In fact, formal instagn often be quite
out of step with de facto power, with informal institutions doingwloek of holding the settlement
together.From a political settlements perspective, the key to growth at low levels of develogment
thus the underlying informal norms and the degree to which these work with ‘holding power’ to

facilitate investment and productive accumulation rather than mere extraction by elites.

This paper, in contrast witost of the emerging literature that has adopted Khan’s concept, is not
primarily concerned with the question of what kinds of political settlenesat o economic growth.
Rather, it focuses on how formal and informal institutions interactaviehanother and with existing
power relations as a question of interest in its own right, and one which has pdexmsial
implications beyond its direct impact on growth. Specifically in in terms of this paper’s topic, a
political settlement approach can serve as an analytical tool for understandargspaf urban

development, spatial transformation and urban inequality.

Cities and the spatial embodiment of power

The current and evolving theoretical debate outlined above is explored rmrghttihe localised,
spatialised lens of the capital city in a state built on a relatively neiticablsettlement after
devastating violence. It aims to look at the city itself as the physical embodahentpolitical
settlement. What does analysing a city in this way actually mean? Three keyiditaeme identified
here. First, we can explore how the distribution‘ledlding power is partly constituted by the
resources rooted in the city itself. In other words, factors specifietoityform important sources of
power: as well as urban economic assets such as prime land and real festatggt include
ideational resources such as the construction by political elites of thascitysite of developmental
progress and prestige Particular forms of coercion in urban areas, such as the practice of forced
eviction, also bolster the position of those in power. In many places, ethnicéiigoous affiliation
and how these map geographically onto the city in relation to economic and padisicataes can

also constitute important urban sources of power.

As well as constituting power, cities can reflacpolitical settlement; in other words, the form and
function of a city can indicate whether and how the benefits accruing from forstiétions match

those supported by the power structure, and where informal institutions ncaynbeg into play to
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‘prop up’ the settlement. How urban land is used and urban space constructed can be highly
illuminating with regard to the relationship between power and institutenmd,where fault-lines
between them might be evident. Whether land-use and construction regulations are implevhgnted,
or why not, and by whom, is one example of how this might be obserd@dally, these
investigations into the physical map of power and institutions can also be used to détprestion

of whether there is a politically and economically sustainable settlement m @asessing how
institutions that govern land, space and urban property might come to cortfichevidistribution of
power in a city, as institutions and/or power dynamics evolve over time,imd&ate potential
ruptures in the political settlement.

The idea of political economy manifesting physically in urban form is ofseomot new. Within the
disciplines of Geography and Sociology such issues have long been explored by tfeHieey!°
Castells’ Logan and MoltocA' and Zukin?? among others. Many concerned with the nature of urban
spatial dewlopment in recent decades have examined processes of ‘splintering urbanism’ generated

by the confluence of technology and globalised private c&pieadpounding the idea that cities are
becoming patchworks of enclaves of wealth and deprivation that are ‘physically proximate but
institutionally estranged.”®* Scholars concerned with urban planning and land rights in Africa
specifically have also devoted considerable attention to the political and economic dynamics
underpinning forced and market-driven evictions, as well as dabwwial and ‘imported’ planning

models facilitate planning practices by domestic elites that persecute the urbamg@aotacerbate

urban inequality?

With these various bodies of literature in mind, the distinctive contribution heréeby spatialising
a political settlements approach is the specific focus on how the intbgilagen formal institutions
informal institutions and power dynamics is embodied in a city. This offers Bmmetifferent both
from conventional institutional approaches that suggest formal governance and plastiintjons
in themselves determine urban form, and from Marxist-influenced urban geograpipeghees
whose sophisticated grasp of economic power is often not matched by attentionctomghlex,

informalised institutional environment prevalent in developing country cities.

The remainder of this paper focuses on the case of Kigali. As a capjitahdi by far the largest in
Rwanda (in administrative terms the only city), it presents an exploratory stutlg potential for
using urban development as a lens onto political settlements not only in the citytbetnational
level. With this exploratory endeavour in mind, it focuses on a few key aspects of the city’s evolution

particularly relevant to questions of power, institutions and the relationshigdrethe two. This, it

is hoped, will both provide new insights and empirical material of interest to dooserned with



contemporary Rwanda, and offer a fresh avenue of research into political setlemdntirban

development more generally.

Striving for Singapore: the Master Plan, urban land and expropriation

Rwanda’s traditionally rural society has been undergoing a seismic shift since 1994. The various

waves of refugee return in the wake of the genocide, alongside a more genenalfatdtr of city

life spurred in part by the anonymity it offéfsgave urbanisation a decisive push. Figure 1 indicates
how most movement in the late 1990s was into the two provinces that compitgedid Ikdeed,
between 1995 and 2000, Rwanda’s urban growth rate soared to an average of 18% per year, a figure

almost unprecedented in global history since at least ¥980h achieving power, however, the RPF
found a virtual vacuum of urban legislation and they embarked in the mid-2000adically
transforming the city through a new planning did¥%@he American firm Oz Architects was drafted

into a develop a Master plan in 2005-6, which was published in 2007 and formally approved by the
government in 2009. Accompanying the plan was a new Expropriation Law (2007), the Rwanda
Building Regulations (2009) and a ‘Clients Charter’ aimed at specifying the process of land
development for potential investors (2009

Figure 1: internal migration in Rwanda
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With the Master Plan in place, the government brought in a Singaporean firm, Stobdeeelop
detailed area plans. The choice of Singapore was not accidental; the islartblskaita particular
significance in the RPF developmental vision, and its founding father Lee Kwan Yevasaan
adviser to president KagarfieForeign consultants who have worked in both countries were emphatic
about the shilarities between Singapore’s predicament in the past the Rwanda’s today,*® while a

presidential advisor spoke of Kagame’s personal notes scribbled in the margins of Lee’s
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autobiography, From Third World to FirStThere is little doubt that Singapore provides the blueprint
for a minister’s commentthat ‘in the long term, Rwanda will probably be 100% urban’ given its
population density and land scarcityOz had also used Singapore as an indicative case study when
designing the Conceptual Master PfanMore generally, the importation of American and
Singaporean expertise reflects a global trend in transporting planning models from ‘centre’ to

‘periphery’ that has attracted considerable interest (and criticism) in recent years>*

Achieving the Singaporean dream in a landlocked country where construction costs are ‘outrageously
high’*® was never going to be easy. The commitment to this project and the autiestiéd in the
Master Plan has, however, been remarkable. Urban plans for major African cities tend to fester on city
council shelves, with only a tiny percentage of proposed developments taking placehapidvaie
property developers running roughshod over planning reguldfidtigali presents a very different
picture. Since the Master Plan was introduced, the strict enforcemeantdoti$e and construction
rules has been remarkable by regional standafse ideas that a well-organised city is necessary to
court investment, and that urban cleanliness and modernityoasgtutive of the ‘New Rwanda’,
have been central discourses supporting this approach. Environmental sustainabilfyogidesa
legitimising mantra for the government’s planning drive, as well as a source of much delay to and
conflict over comtruction projects; one observer even spoke of a ‘simmering hysteria’ around the
(often ill-defined) concept of sustainable constructfomlore generally, the emphasis on ‘playing by

the book’ with respect to (sometimes unclear and unfinished) regulations can render Rwanda an
extremely frustrating and often bureaucratically obstructive place for insesierelopers and

architects to work iri®

This frustration is often exacerbated by the difficulties associated withriagqland. Vital for
government’s development vision is the availability of both land and investment to implement th
more ambitious aspects of the Master Plan. Here the RPF has moved forward withaittedkc

vision and commitment, but not without major difficulty and controversyedms of acquiring land

to develop new projects envisaged in the Master Plan, the government forged aheplégiiting

a legal framework that, at the same time as instituting private propertg dgét land, allows the
state sweeping powers of compulsory acquisition. Thus while the 2005 Organic Land Law énshrine
rights to ‘individual land’*® with the purpose of increasing tenure security, other aspects of the

institutional framework have effectively undermined this security.

In particular, the state has retained strong rights to ‘expropriation due to public interest’, both in the
20050rganic Land Law and 2007 Expropriation Law. The latter defines ‘public interest’ as covering
twenty-two types of projects, but also keepsqtansiveenough to include ‘any other activities aimed

at public interest which are not indicated on this list that are approved bydand@the Minister in



charge of expropriation” (Law 18/2007, Article 5). This has been interpreted to include private
investments for commercial purposes that fit broadly with the Master*Piadeed, a government
representative conceded that the Plan encourages land officials to consideritiggkioly ventures

as ‘public interest projects’.*> A 2010 Expropriation Manual further emphasizes that some private

activities can be classified as acts in the public interest if they meet ceiitajrf|éaible, criteria’®

Investors have clear incentives to lobfayernment to consider their projects as ‘public interest’,
because if they succeed the government will manage the messy business of, lsgateygng and
expropriating land on their behdffThis is no small advantage in Rwanda, where ongoing problems
of contested land ownership and unclear plot divisions can render land acquistitgreuns process
lasting many years. One district mayor noted that it was not uncommon fersiip of a plot in
Kigali to be claimed by four different people, as well as there often ligggr more houses on one
plot* In the period between the 2005 Land Law, with its injunction to issue indivahdtitles, and
the completion of the Land Tenure Regularisation process (ongoing at the timetimg)vwwhich
codifies ownership and plot boundaries, these problems have been Ilacstene cases, private
investors keen to purchase land have eventually givéf Aipother reason why the “public interest’
option appeals to large-scale investors relates to the cost of land. Being hightyssahicontested,
land in Rwanda is liable to become expensive if left to market forces. Conseqtientipvernment
has repeatedly intervened to ‘fix’ the prices of land expropriated for ‘public interest’ projects. This
proceeded in an erratic manner, resulting in sudden and dramatic shifts the value a$ haiidbe

explored below.

The way in which the government handled the pricing of expropriated land irR1206lects the
conflicting principles and priorities at play. Since 2005, there has been a teagon between
providing adequate compensation to landowners and the need to keep land costs down to encourage
investment. Controversy over expropriation was especially high in 2006-2007, with tlogpiEadgon
Law not yet in place and in the context of the highly visible eviction oh@8&eholds from Ubumwe
cell in Kiyovu, which borders the city centre. Ubumwe was a slum arewdsaéxpropriated to make
way for the new Central Business District (CBD) envisaged in the Maste(s&la Figure)2 During
this expropriation process, the prices being paid as compensation to those expropriatedidodthei
(not including the ‘mankind works’ — structures built on the land) were generally extremely low;
around RWF 1,000 per square metre. This was thrown into relief by fact that as R\t &7,000
per square metre was being paid for land nearby. Indeed, land in general had skyiockeieel
since being commodified by the 2005 Land Law. This huge discrepancy in peiverged partly
becausehiere was little by way of systematic valuation: as one land administrator noted, ‘the law

provides that you hire a valuer, but they aren’t there to hire, really.”*’



Following this controversy over the meagre compensation given to slum-dwellersiytii@oGncil
intervened in 2009 to fix expropriation costs, initially to levels that would enswch better
compensation to those whose land was expropriated. In Kiyovu, for exarttpdeheart of the city,
where previous expropriation had caused such a stie cost was fixed at RWF 16,000 per square
metre. This was based on careful consideration of the market value of thendnding its prime
location?® These prices, however, ushered in a new crisis. While they were not in themsejves v
high, when combined with the cost of compensating for the destruction of ‘mankind works’, which

the government was now also legally obliged to provide and which included every house, tree or other
asset on the land, the price of expropriation was prohibitiVéus, one investment official claimed,
in the wake of this change ‘everything stopped: prices were just too high’.>® Panicking about the loss

of potential investment, the Minister of Local Government exhorted land officials-assess the
prices, with the effect that in September 2009 there was a second round dixprgce¢hat set the
expropriation cost in Kiyovu at RWF 1,531 per square metre - less than ten percenwvaluée
originally calculated” In the word of one land officialwe were asked in no uncertain terms to
review the list in view of the need to implement the Master Plan and generaiengc

development’.>?
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Figure 2: Ubumwe cell before and after expropriation, and as envisaged in the Master Plan

Source: Google Earth and author’s own photographs

Fuelling the controversy further, some plots of land being expropriated at the abowé BYSF

1,531 were then put on the market for as much as RWF 109,000 per squaré Metrernment
representatives make the valid point that this enormous increment reflects tbé casipensating

for the ‘mankind works’ - which usually far outstrips the cost of expropriating the land itselfvedls

as the cost of infrastructure installed after expropriafiomhese additional costs reflect the
seriousness of government in attempting to balance providing compensation witng rizaid
appealing to investors. Nevertheless, the resulting situation was one inlavidalias very expensive

for investors to buy and those evicted were poorly compensated. These problems were further
reflected in the major expropriation of land in 2G68m 3,600 households in Gaculiro, in the North

of the city, for a proped new ‘satellite town’.>®

The real estate boom and the ‘missing’ taxes

Despite all the problems in securing major investments, there is little twthinvestment in real

estate and construction has been substantial in Kigali. For the most part, howsveas tbonsisted
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of domestic investment, and has been in high-end residential housing rather thatheitiyemd
business ventures envisaged for the CBD or the affordable housing for whielistharurgent need.
Indeed, compared to foreign investment, the majority of which from 2006-10 wasrigm, finance
and energy, the vast majority of domestic investment in that period wamatruction and real
estate. As Table 1 illustrates, 73% of registered investment from thertagomestic investors in
2006-10 was in property/real estate or construction. The RPF-owned business group Tys&ar/Cr
Ventures, discussed in recent literature on state-business relations in Rzaslaeen among the
leading investors in the sector. The high-end property boom in Kigali isfoleail too see in the
rapid proliferation of (often unfinished and unoccupied) large properties.

Table 1. Top 10 domestic investorsin Rwanda, 2006-2010

Company Sector Investment (RWF)

Real Contract Property 227,327,955,620
Kigali Limousine VIP Tours Travel |Transport 142,126,375,786
Rwanda Energy Company Energy 58,297,398,850
Rwanda Free Zone Company Ltd |Construction 36,978,461,800
CIMERWA Construction Manufacturing 30,800,000,000
Rwanda Investment Group/KIP Finance 27,763,979,100
Caisse Social/Kagugu Project Real Estate 17,400,000,000
EPCHER Agribusiness 14,822,527,500
Market Shopping Centre Property 12,028,000,000
Ultimate Concepts LTD Real Estate 11,660,000,000
4F Networks ICT 11,600,000,000

Source: based on ActionAid (2011: 31)

A domestically-financed construction boom of this nature presents an impoppottumity for
raising government revenue (and redistributing wealth) through property taxdtavever, as this
section will demonstrate, this has largely not been capitalised on. In gehersioty of taxation in
post-genocide Rwanda has been one of remarkable success, largely due to the cribatidanmfr-
supported Rwanda Revenue Authority (RRA) in 1997, which hugely improved natioealuecv
collection capacity! Meanwhile there has also been an extensive fiscal decentralisation programme.
In 2002, a law decentralised three taxes previously collected by the central govepropatty tax,
trading licence tax and rental income tax (Law No. 17/2002, Article 3). Theseafter formed, in
theory, the bedrock of local revenue for Districts along with a numbedroinistrative fees collected
locally. The decentralisation of the first two is normal. Decentrgisental income tax, however,
was highly unusual and controversialThe rationale was that ‘local government knows more about
how much people are renting for’ and would therefore be more effective at collecting this tax than the
RRA®®
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After decentralisation, the collection of local trading licenses wemsediately very effective, with
85-95% of businesses reportedly paying in 2808he other two taxes - both directly related to
property - told a very different story. In 2008 only 661 properties weisteegd for property tax in
Nyarugenge District, one of the city’s three districts, which contained approximately 30,000 hou8es.
As Figure 3 demonstrates, the revenue from property tax amounted to only around 3% of loca
revenue in the city overall, despite the fact that this tax is very often thesoajee of local revenue

in cities; indeed even in neighbouring Uganda’s capital Kampala, hardly a model of effective local
taxation, property tax comprises around 20% of local state reVedueontrast, ‘rent on plots’
generated a substantial proportion of revenue in much of the city; this, however, was not a ‘real
property’ tax but a fee paid for the incremental acquisition of land titles under the LTR, and thus a
finite revenue stream. Significantly, it was also not something paid bwehéhy, who generally
already held freehold titl€S.

The reasons for the poor performance of property tax are multifarious.tkétsso few properties

were registered was obviously a major problem, as was the fact that ldiedd any system of
market-based property valuationegvby the end of the 2000s, relying ohricks-and-mortdr
valuations with little relation to location and other market consideratforithe few listed property
values on record often dated from the 1960s and 1970s, because in most cases the houslgs were 0
valued once: when they were bifltMeanwhile in new neighbourhoods such as Nyarutarama, where
many upmarket properties emerged after 1994, owners were supposed to value the house themselves
and have the value approved, whichven if it was taking place hardly constitutes a robust system

of valuation®® Given the construction boom, the potential of the tax was enormous; one expert source
suggested that in Kigali property tax could in theory amount to as much a©b@PF°’ Instead, in

2008 the approximate amount collected in all three of Kigali’s Districts combined was 0.009% of

national (nominal) GDP.

This is surprising given the stellar performance of the RRA and the RPF government’s reputation for
effectiveness more generally. Interestingly, however, the weakness of the ptapedgime seems

not so much to be a matter of poor implementation as a reflection of sustained msistanc
modernising the property taxation system. One consultant, who first advised #rargemt about
developing a functional system in 1997, found that by 2003 there had been no progress witatsoever
the issue despitainisters’ initial enthusiasm. Moreover, he could observe no real movement towards
change even by 2009-10 after over a decade of stated commitment to completely overhauling property
taxation®® A new property tax law had been drafted in 2006, but subsequently brushed under the
carpet?® This kind on inaction is not characteristic of the RPF, and raised questiosanierabout

the government’s seriousness on this iss{fe.
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Figure 3: The composition of local revenues in Kigali’s three Districts
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Source: compiled from data collected from district finance offices
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Rental Income Tax was growing more rapidly than property tax by 2010, but sgsreb the
opportunity cost of decentralising it and the confusion caused by having ‘rental income’ taxed locally
while ‘business income’ was still taxed by the RRA. Sources consulted believed that many people
rented out multiple properties as a business but were not taxed on this inconge RigA on the
basis that these earnings constituted ‘rental” incomes.”* Meanwhile, it was common for the enormous
houses in Kigali proliferating throughout the decade to be let (often to ietgs)rat prices ranging
from $2-3,000 to as much as $12,000 per mé&nithe vast majority of landlords were not declaring
themselves: in 2007, the government identified around 27,000 rental propertidgmringenge
District, but only 500 people had declared themselves to be receivirg rent.

Viewed in this light, the approximately $3m collected from Rental Incomecitgxvide in 2009 was
nowhere near potenti&l.As a DFID report noted in 2010, ‘the most important single source of
untapped revenues in the country is rental incomes from ownership of urban commercial and
residential property, above all in Kigali’.” The consequence was a distinctly regressive urban taxation
regime: the two local taxes with potential to ganresurces from Kigali’s wealthy elites were by far

the most ineffectual ones. One source claimed that ‘every single politician, parliamentarian and

military person here Rgproperty that they rent out’.”® As both owners and landlords they would be
subject to both these taxes, which presented a double opportunity for progressivneler

mobilisation’” For the same reasons there was a double motivation for ‘passive resistance’’® on the

part of elites with interests in property.

The lack of effective taxation on property and rental incomes does not only repaesgssed
opportunity. It also provides a further spur to the evolution of the city iditbetion of enclaves of
high-end properties on the one hand, given the appeal of real estate as a largely, pataxtially
high-return investment, and a lack of government finance for affordable harsitng other. Even

the soealled ‘medium-standing’ housing built in the pilot section of Gaculiro has largely been
captured by wealthy elit€8. For the most part, the spatial location of the real estate boom has not
been in areas prioritised in the Master Plan for business or residential develdprfett to a great
extent the expropriation and the construction are happening in different places: thendigh
residential developments have largely been proliferating in the ‘new Kigali’ in the city’s North-East,
where there was previously little housing to expropriate. The result is aiteipaty form of i)

wealthy enclaves, ii) slum areas and iii) empty space awaiting investment.

Moreover, the kind of spatial segregation emerging, facilitated in paidxbtaxation of property,

arguably runs the risk of highlighting political and ethnic divides withim ¢ity. As one former
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Rwandan Patriotic Army soldier noted of the upmarket Nyarutarama neighbourhood: ‘It is a nice
place, you can’t get an enemy there [...] People look the same. You can make deals with people,
people support each other. There will be neneiass amongst your neighbours.”®® This reference to
mutual support and ‘making deals’ doubtless reflects some of the underlying dynamics of Kigali’s
taxation regime and spatial evolution. Indeed, despite the clear problems ocabmexlin relation
propertyrelated taxes, this ‘loophole’ in an otherwise robust taxation system may be considered as a
fundamental part of the political settlement that has allowed the counteynein largely stable for
almost two decades. It is to the idea of the political settlement that we now return matisedtion.

Kigali, ‘institutional congruence’ and Rwanda’s distinctive political settlement

As highlighted earlier, a political settlemeist a combination of power and institutions that is
mutually compatible and sustainable over time. This paper has outlined some saligas fefithe
government’s approach to developing Kigali, in order to analyse how the political settlement maps
onto (and is constituted by) urban spatial form. This means linking the urban deseldpsues
discussed abov® how benefits allocated by the institutional structure (formal and infpimaract

with the distribution of power. A first point is that, for the most pédae formal institutional structure
seems to match power distribution rather well. Given that power is prirvasgted in the RPF as a
political organisation whose structures closely align with those of the®Stéie fact that the state
retains great powers over urban land (both in terms of strong legal agitpropriate and to set land
prices) indicates a high level of compatibility. In this sense, those iargment do not need to

actively contravene the formal rules in order to achieve the benefits befitting their degreeiof pow

Having said this, that even elites are forced to follow many environmental, laagidisenstruction
regulation® suggests that some of the formal institutional framework legislates agairain cert
benefits that might be desired by those in power. This is not unusual; mosiesobhate rules in
place that aim to prevent the rampant pursuit of gain by the powerful. In essstiéveloped
countries, however and certainly in many of Rwanda’s neighbours — such laws and regulations
would simply be ‘overwritten’ by a set of practical norms, usually embedded in practices of informal
bargaining generally described as corruption, and in this way a political settlsemmed. In
Rwanda, by contrast, there is enough of benefit to elites in the formal insttdtimmework that this

is not generally necessary. This outcome is achieved through creatingcalgakialance whereby
formal institutions that might be unpalatable to elites are to some degreensaepkefor, either by
another formal institution that does allocate them benefits, or by retaining a ‘grey area’ in the formal

framework that will allow benefits to accrue to them. Therefore the factptiogierty-developing
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elites are expected to comply with exacting land-use regulations is rendéatblpaby the clear

gains that accrue to them through the existing property and rental income taxation regime.

The evolution of Kigali thus seems to illustrate something distinctive abopbtitieal settlementn
Rwanda, which can be summarised as follows. In many less-developed countries,cal polit
settlement is sustained through what can be termed institutional incongruencthei words,
because formal rules and laws are inconsistent with the distribution of powemahfioorms and
practices that actively contradict the formal ones are necessaraitistsand retain a settlement. In
Rwanda, by contrast, the political settlement is sustained through relative msditutbngruence
This is achieved in two ways: on the one hand, the formal institutional frameworik maany
respect been made to map onto existing structures of power and existing informal deriviag
from Rwanda’s long history of hierarchy and centralised governaﬁ%en the other, there has been a
concerted effort to shape informal norms and rules into formal ones, asafople reflected in the
formalisation of activities such as umuganda and the institution ofgenipérformance contracts.
Taken together, these amount to the maintenance of a political settlement by wagntwiy an
effective state.

Moreover,in the ‘modal’ developing country political settlement, if powerful elites find the formal
institutional structure unpalatable then the proliferation and acceptance miém@iling informal
norms provides a safety valve. In the Rwandan settlement, if elites cannot abide foynal
framework in place it is more likely that they will be ejected from pdeeeven from Rwanda). The
rapid turnover of ministers is well known, and is probably even higher among poditasianofficials

at the local level. Several sources attest to the fact that being a mayor in Kigali is ‘one of the most
dangerous jobs’ in Rwanda due to extreme vulnerability to being accused of corruption and dismissed

or imprisoned”

The active effort to create institutional congruence is evident in the pafmenudl institutional
reform, for example with respect to rapid rollout of the Land Tenure Regtilamiggogramme and
the development of detailed procedural documentation for invé&&tdrsdistinctive feature of
Rwanda is that where there is perceived to be a problem, it is thrmumgal finstitutional change that
the government usually attempts to address it - sometimes swiftly and dramaticallidenced by
the official land pricing changes discussed above. This approach means, however, fitranahe
institutional framework is in constant flux and replete with as-yet-unresolvecthdanions and grey
areas. The Expropriation Manual is a case in point: it was explicitly drafteddiess gaps in the
2005 Land Law and 2007 Expropriation Law, but despite introducing a range of procedures with the
aim of heightening tenure security, it did not have the force of law. Isaidso be hardly in use and
some officials were unaware of it even by late 281h.some respects, therefore, it protected a grey

area rather clarified it.
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The political settlement in Rwanda arguably depends to some degree on grey dheagormal
framework that provide spaces for elite manoeuvre. Moreover, it is the combinatsgnificant
grey areas and unfinished rules alongside an enduring commitment to workttiredgrmal rules
that makes Kigali a particularly frustrating place for many investoraging in land acquisition and
construction. The effort to match formal with informal institutions to generate insbitiadi
congruence creates a state that can deliver impressive results when the instalitionéné, but
frustrates those who try to develop projects at the fault-lines where ioststutave not gelled. Thus,
somewhat ironically, the RPF’s determination to build an effective state often makes it a difficult
place to work®

Conclusion

This paper has had two main aims: first, to provide new empirical material on the politics of Kigali’s
development in the context of Rwanda’s rapid urban transition, and second, to illustrate how urban
development can enhance our understanding of the political settlement in place. It beexesqgrhe

of the ways in which the government has managed the urban land question, with respect the
implementation of the Master Plan, expropriation and pricing of land, as welitdighiing some of

the problematic outcomes of this. It has also examined the links between the planding
construction regime and property taxation, analysing why property-related taxes have been
remarkably ineffectual, particularly when compared to the RPF government’s usual standards. In

relation to the second aim, the paper has suggested what these developments tell use about th
particular nature of the political settlement in Kigali, angiven that this city is by far the preeminent

seat of economic and political power in the county Rwanda more generally.

The aspects of Kigali’s development discussed here seem to embody a form of political settlement
that | have argued is characterised by an unusual degree of institutional congruendaingxam
Kigali’s trajectory over the past decade illuminates howwhen formal institutions do not match the
balance of power, the government either changes the formal institutieometimes abruptly or
stalls until it can resolve an underlying problem that threatens to breach the politiealesettiKigali
embodies an effort to create a highly institutionally sophisticated anity,this is reflected in its
changing physical form. Yet the paper also explains why for those who wish to make epsy
investmentst will often be a frustrating place so long ‘®soject Kigali’ is still a work-in-progress
Exploring how the RPF regime has chosen to manage its political settlement haglshed both
the effectiveness and bureaucratic gridlock for which Rwanda is well-known, offering irstgbtsd

those yielded by political economy approaches less attuned to how power and institutions interact.
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Questions of how sustainable this political settlement is socially, poltieall economically, and
what a settlement of this nature implies for the city’s future development, are critical. Many tensions
and trade-offs are evident. It seems highly probable that the unfinished butaigre of the formal
institutional structure around land and planniisgdeterring foreign investors. Meanwhile, the
property and rental income tax ‘loophole’ may help sustain a political settlement, but has been
encouraging oversupply of high-end housing while depriving the state of rescwatasight build
capacity for affordable housing, as well as drawing investment away from potentially more productive
economic sectors into real estate. Also the proliferation of exptegrieend around the city,
displacing the poor, might cause resentments to festgpeciallyasthe promised new developments
on much of that land are proving very slow to materialise. Some positive developmeisiang in
terms of a new focus on building social housing in Rwanda, which will hopefullyng@imentunt?
and apparent moves to improve property taxation may bear fruit as the govereatisas the extent
of what is being sacrificed fiscally. Nevertheless, the delicate balahewedyemaintaining a political
settlement on the one hanghd realising Rwanda’s grand urban developmental aspirations and

pressing socio-economic needs on the other, will continue to prove a major challenge.
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