ADDRESSING LABOR MARKET GAPS
AND WORKING POVERTY IN RWANDA

Summary

The EICV7 Economic Activity Thematic Report highlights that Rwanda has sustained high labor force
participation and made remarkable progress in poverty reduction. At the same time, continuing efforts
are needed to further enhance the quality of employment and promote inclusive economic growth in
Rwanda. The EICV7 data, published in May 2025, offers a foundation for continued analysis of decent
work and inclusive growth in Rwanda.

The data indicate that many workers, especially those located inrural areas and employed in agriculture,
remain below the poverty line despite their employment status. Informal employment constitutes more
than 90.4 percent of total employment while ongoing disparities in earnings and education continue
to limit economic opportunities for women. Spatial inequalities between urban and rural areas, high
youth underemployment, and the persistence of child labor further underscore the structural barriers
that hinder the achievement of decent work for all.

This policy brief identifies key labor market gaps and proposes targeted areas where UNDP Rwanda and
other UN agencies can contribute to transformative change. These include supporting the transition
from informal to formal employment, promoting gender-responsive skills development, enhancing
rural enterprise and agricultural productivity, strengthening child protection systems, and improving
labor market data systems. By working with government institutions and civil society, UNDP can help
advance inclusive employment, economic resilience, and equitable development contributing directly
to the goals of NST2, Vision 2050, and the Sustainable Development Goals.
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Key Messages

1. Informality Dominates the Labor Market and Limits Economic Security: More than

ﬁ 90% of workers are in the informal employment® with limited access to social protection
- orjob security. Formalizinginformalwork, especially forwomen andyouth, is essential for
improving livelihoods and expanding Rwanda’s tax base and social insurance coverage.

2. Geographic Disparities Constrain National Cohesion and Opportunity: Despite
6 high employment in rural areas, urban workers earn more than double their rural
d‘ counterparts. Bridging the urban-rural divide through rural enterprise development,
infrastructure investment, and value chain strengthening will create more balanced

economic development.

o 3. Youth Underemployment and Child Labor Signal Deep Structural Gaps: Youth face
limited quality employment, and 3.3% of children are engaged in child labor, particularly
mA in rural areas. Expanding targeted youth employment programs and strengthening child
ab . . , .
protection systems will secure Rwanda’s demographic dividend and long-term human
development.

4. Gender and Education Gaps Constrain Equitable Economic Opportunities: \Women

[ ﬂ earn 40% less than men, and over half of the working-age population has not completed

fﬂ primary education. Investing in gender-responsive skills development, education
31 access, and pay equity is critical for inclusive economic transformation.

5. High Labor Force Participation Masks Persistent Working Poverty: While 80% of
M the working-age population is economically active, over one in four workers (25.3%)

live in poverty, particularly in rural and agricultural sectors. Addressing working poverty
lll requires not just job creation, but a focus on decent work, productivity, and inclusive
o growth.

1. Introduction

Rwanda has made significant strides in reducing poverty, lifting 1.5 million people out of poverty in
recent years. The recently published EICV7 Economic Activity Thematic report (2023/24) offers an
invaluable foundation for understanding Rwanda’s economic trajectory and the factors shaping future
growth. With a population of 13.5 million, Rwanda remains a youthful nation, as children under 15
years account for 39%, while 27% are youth aged 16-30%. The working-age population has expanded
significantly, increasing by 21% between 2016/17 and 2023/24 to reach 8.2 million people, equivalent
to 61% of the total population. This demographic expansion highlights both an opportunity for Rwanda’s
demographic dividend and a need to create sufficient, high-quality jobs to absorb the growing labor

supply.

Thereleased 7th Integrated Household Living Conditions Survey (EICV7) for the year 2024 offers updated
insights into poverty, inequality, and access to essential services. It provides a valuable snapshot of
the country’s socio-economic conditions, drawing on data from 15,066 households surveyed over
12 months to account for seasonal variations in consumption. It presents a significant milestone in

1 NISR, 2023, EICV7 Economic Activity Thematic Report.
2 NISR, 2023, EICV7 Economic Activity Thematic Report
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Rwanda’s development trajectory. Between 2017 and 2024, Rwanda achieved a substantial decline in
national poverty levels from 39.8% to 27.4%, lifting 1.5 million people out of poverty. Extreme poverty
also fell from 11.3% to 5.4% over the same period. These gains reflect Rwanda’s strong commitment
to inclusive development, underpinned by pro-poor investments, social protection schemes, and
decentralized governance.

While Rwanda has made remarkable strides in reducing poverty nationwide and extreme poverty has
dropped from 11.3% in 2017 to 5.4% in 2024, some households comprising of 27.4% of the population
remain unable to meet basic food needs, and experiences income constraints, particularly in rural
areas. These disparities call for territorial targeting strategies informed by real-time, district-level data to
ensure tailored service delivery and inclusive development. Poverty rates in rural areas stand at 31.6%,
nearly double the 16.7% observed in urban areas. The western and southern provinces are particularly
affected, with poverty levels exceeding 34%. Districts such as Nyamagabe (51.4%) and parts of the
western province (with 9.0% in extreme poverty) highlight the continued opportunity to strengthen
inclusive development and rural livelihoods. Inequality, as measured by the Gini coefficient, remains
high at 0.44, particularly in Kigali and urban centers.

Labor force participation remains one of Rwanda’s economic strengths, with a workforce-to-population
ratio of 80%, among the highest in the region. Participation is higher in rural areas (83.4%) compared to
urban areas (72.1%), and women account for nearly half of all workers (52%). However, the structure
of employment is still concentrated in low-productivity activities: 61.6% of workers are engaged in
agriculture, and informality dominates, covering more than 90% of the labor force. Earnings also remain
modest, with the median monthly income for paid workers at 43,333 RWF. Inequalities persist, as rural
workers earn far less (35,000 RWF) than their urban counterparts (78,000 RWF), and men (52,000 RWF)
continue to out-earn women (31,200 RWF) by a wide margin. These gaps reflect structural barriers to
inclusive growth and underline the need for productivity gains across sectors. This reflects a broader
reality: while Rwanda has made notable national progress, structural vulnerabilities continue to
undermine equitable development.

This policy brief, therefore, seeks to bridge evidence and action. It synthesizes the main labor market
gaps identified in the EICV7 report and proposes strategic areas of engagement for the United Nations
Development Programme (UNDP) in Rwanda. With its cross-sectoral mandate and strong track record
in supporting human development, governance, and inclusive growth, UNDP is well-positioned to help
Rwanda address these challenges. The brief outlines how UNDP can partner with nationalinstitutions to
design and implement interventions that promote decent work, gender equality, youth empowerment,
rural development, and the formalization of the informal economy, all essential pillars for sustaining
Rwanda’s transformation

2. Policy Context

The EICV7 findings carry important policy implications for Rwanda’s economic transformation agenda.
Although poverty reduction has been significant, falling from 39.8% in 2016/17 to 27.4% in 2023/24,
the persistence of working poverty in rural areas (34.8% in Western Province versus 7.4% in Kigali)
highlights the need to rebalance growth toward higher-productivity sectors and expand off-farm
employment opportunities. To fully harness the demographic dividend, Rwanda can further expand
youth employment initiatives that open pathways into non-farm sectors, enhance skills development,
and foster entrepreneurship and innovation. More broadly, the analysis signals that the next frontier of
reform lies in addressing informality (covering over 90% of workers), accelerating productivity growth
in agriculture and services, and closing gender and regional gaps in income and opportunity. This will
not only improve welfare but also ensure that labor force participation translates into decent work,
equitable growth, and sustainable progress toward NST2 and Vision 2050 goals.
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EICV7 arrives at a pivotal time in Rwanda’s development journey. Over the past decade, the country
has recorded significant progress in reducing poverty, expanding access to education, and enhancing
gender equity. However, the EICV7 findings underscore that structural and spatial inequalities remain
deeply entrenched. A considerable share of the workforce continues to operate in low-productivity
sectors, primarily subsistence agriculture and informal trade, with limited access to decent income,
social protection, or upward mobility. Disparities across gender, age, education levels, and geographic
regions further compound the challenges, placing certain groups, such as rural workers, women, and
youth, at greater risk of vulnerability and exclusion.

The Economic Activity Thematic Report (2023/24)also reveals that while most working-age Rwandans
are engaged in economic activity, a substantial proportion of them remain poor. The phenomenon of
working poverty, wherein individuals are employed but still live below the poverty line, signals deeper
issues in job quality, wages, and productivity.

These challenges are not only social and economic concerns, but they also pose a threat to Rwanda’s
broader development agenda. The ambition of becoming an upper-middle-income country by 2035 and
a high-income country by 2050, as outlined in Vision 2050, depends on inclusive and equitable growth.
Similarly, the goals articulated in the Second National Strategy for Transformation (NST2) and the
2030 Sustainable Development Goals (SDGs) hinge on Rwanda’s ability to create decent employment
opportunities for all, reduce inequality, and protect the most vulnerable members of society.

3. Key Labor Market Gaps and Challenges

The EICV7 results confirm that Rwanda’s labor marketis highly participatory but remains constrained by
structural weaknesses that limit the quality, inclusiveness, and sustainability of employment. Despite
a high workforce, to-population ratio of 80 percent, an estimated 25.3 percent of all workers continue
to live in poverty, pointing to the widespread phenomenon of working poverty. This underscores that
employment alone does not guarantee decentliving conditions, as the majority of jobs are concentrated
in low-income, informal, and subsistence-based activities. The major labor market gaps and challenges
from the economic activity thematic report (2023/24) data are highlighted as follows:

Informality and Vulnerability in Employment: A defining feature of Rwanda’s labor market is the
dominance of informality. Own account workers accounts for 44.6 percent of the workforce, largely
concentrated in subsistence agriculture, small-scale trade, and informal services. These workers
typically lack access to social protection schemes, productivity enhancing technologies, access to
finance, and market linkages, leaving them highly vulnerable to income insecurity and external shocks.
Overall, 92.4 percent of workers are in the private sector, compared to just 4.6 percent in the public
sector, with the majority of private employment occurring informally.

Policy responses and mechanisms:

e Expand formalization pathways by scaling up digital ID-linked tax systems and

enhance access to finance and technology for informal enterprises through
microfinance, SACCOs, and digital platforms.

e Strengthen social protection coverage (e.g., extending Mutuelle de Santé, pension
schemes, and cashtransfer programs)toinclude informaland own-accountworkers.

e Promote agro-processing, value-chain development, and rural industrialization to
create higher-productivity non-farm jobs.
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Gender Inequalities in the Labor Market: While women represent a slightly higher share of the working
population (52 percent), their median monthly income is only 31,200 RWF, compared to 52,000 RWF
for men. These disparities reflect structural barriers, including occupational differences, low access
to advanced education, and concentration in subsistence farming, informal trade, and domestic work.
Limited representation in higher-value sectors curtails women’s ability to benefit from Rwanda’s growth
trajectory.

Policy responses and mechanisms:

e Enforce equal pay and anti-discrimination frameworks, supported by robust labor
inspections.

e Support women-owned enterprises through targeted financing schemes,
mentorship, and tailored business development services.

e Scale up gender-responsive skills development in STEM, digital economy, and
entrepreneurship programs to improve women’s access to emerging sectors.

e Integrate unpaid care economy recognition into national planning by investing
in childcare services and time-saving rural infrastructure (such as water, energy,
transport).

Geographic and Spatial Inequalities: The labor market reflects strong spatial divides. Although rural
areas record higher participation (83.4 percent versus 72.1 percent in urban areas), wages are far
lower. In Kigali, the median monthly income is 100,000 RWF, compared to 35,000-40,000 RWF in other
provinces. Moreover, workers in the top consumption quintile earn over three times more than those in
the poorest quintile. These disparities mirror uneven investment flows, urban-rural infrastructure gaps,
and the concentration of formal employment in Kigali.

Policy responses and mechanisms:

e |Implement territorial development strategies that channel investment into
secondary cities, rural growth corridors, and value-chain clusters.

e Expand connectivity and infrastructure (roads, electricity, internet) to integrate
rural producers into extensive national and regional markets.

e Deploy district-level employment strategies informed by real-time labor market
data, ensuring tailored solutions for each locality.

e Strengthen decentralization of TVET and vocational training to align skills with local
economic opportunities.

Youth Underemployment and Child Labor: Youth aged 16-30 account for nearly 45 percent of the
working-age population, yet many are underemployed or confined to low-skilled, insecure jobs. Limited
pathways to formal employment threaten Rwanda’s capacity to fully harness its demographic dividend.
Atthe sametime, 3.3 percent of children aged 6-17 are engaged in child labor, largely in rural households
where poverty and weak access to quality education remains a challenge. The problem is particularly
acute among children who are not attending school, where child labor rates can exceed 20 percent®.

3 NISR-The Economic Activity Thematic Report (2023/24)
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Policy responses and mechanisms:

e Expand youth-targeted employment initiatives, including wage subsidies, public
works linked to infrastructure, and start-up incubators for youth-led enterprises.

e Strengtheningthe link between TVET curricula, apprenticeships, and private sector
demand to create pathways into decent work.

e [nvest in child protection systems, community monitoring, and conditional cash
transfers to reduce reliance on child labor.

e |Improve education access and retention, especially in rural areas, through bursary
programs, school feeding initiatives, and stronger enforcement of compulsory
education laws.

4. Opportunities for UNDP’s strategic engagement

Giventhese multifaceted challenges, UNDP Rwandacanplayapivotalrolein supportingthe Government
of Rwanda to close labor market and income inequality gaps by leveraging its comparative strengths in
governance, capacity development, private sector engagement, and gender equality.

One of the areas for intervention is the transition from informality to formality,
the Government of Rwanda particularly MINECOFIN, MINICOM, MIFOTRA,
MINALOC, and RSSB can play a catalytic role in advancing the transition from
informality to formality by supporting the design and implementation of a
National Formalization Strategy targeting micro and small enterprises. This
includes continued streamlining and digitizing business registration, simplifying
tax regimes, and strengthening legal protections for small firms, while also
expanding inclusive social protection systems to cover informal workers,
especially women, and youth.

To address the skills mismatch and increase employability among youth
and women, UNDP can partner with MIFOTRA, Rwanda Polytechnic, and the
Rwanda TVET Board to Further upgrade vocational training programs across the
key sectors. It is crucial that these programs be aligned with market needs and
emphasize digital literacy, green economy skills, and entrepreneurship.

UNDP can also support the scaling of internship and apprenticeship schemes
that link graduates with employers, and support innovation hubs and business
incubators in secondary cities and rural areas.

1)

In rural areas, and in collaboration with the Government of Rwanda, particularly
MINAGRI, MINICOM, and local government authorities, there is need to
support inclusive agricultural transformation by strengthening cooperatives,
rural enterprises, and farmer groups. Joint efforts in value chain development,
climate-smart agriculture, and targeted infrastructure investments, including
rural roads, irrigation, and storage facilities can substantially raise productivity
and household incomes. Such initiatives, implemented in partnership with
government and development actors, will not only enhance rural livelihoods but
also contribute to national food security and environmental sustainability.
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e Regarding child labor, UNDP can collaborate with UNICEF, ILO, MIGEPROF, and

~ local government to design integrated responses that address the root causes.
(9 - This includes expanding social protection for vulnerable households, improving
- school feeding and retention programs, and integrating child protection
I.ﬂ.[l].l] into local governance systems. Awareness campaigns and local dialogues
on the dangers of child labor can be supported through community-based

organizations and youth networks.

e Finally, supporting the improvement of labor market data systems to promote
evidence-based policymaking remain crucial. By enhancing the capacity of
NISR and other government institutions, the government can help strengthen
real-time labor monitoring systems, disaggregate data by gender and location,
and track the impact of policies on decent work outcomes. The university of
Rwanda and other research institutions can also support targeted research on
emerging labor themes such as the digital economy, care work, and climate-
related job creation.

5. Conclusion

The EICV7 Economic Activity Report presents compelling evidence of the need to recalibrate Rwanda’s
employment strategies to ensure that no one is left behind. While the country has made commendable
strides in poverty reduction and continues to demonstrate high levels of labor force participation, the
persistence of inequalities in income, opportunity, and job quality highlights structural challenges
that demand renewed policy attention. The findings underscore that employment is not just about
participation but about ensuring that work is productive, fairly remunerated, and inclusive across
gender, age, and geography.

As a longstanding development partner, UNDP Rwanda is uniquely positioned to work hand in hand
with national stakeholders, including MINECOFIN, MIFOTRA, MINICOM, MINALOC, MINAGRI, RSSB,
and local governments to drive forward an inclusive growth agenda. UNDP’s comparative advantage
liesin its ability to combine policy advice with institutional capacity-building, programmatic innovation,
and grassroots engagement, ensuring that reforms translate into real improvements in people’s lives.

Through the formalization of enterprises, promoting youth and women’s economic empowerment, and
helping expand territorial development strategies that reduce rural-urban divides, UNDP can play a
catalytic role in shaping Rwanda’s labor market transformation. Equally, by aligning its interventions
with NST2 priorities, the SDGs, and Vision 2050, UNDP can help ensure that Rwanda’s demographic
dividend is fully realized and that the labor market becomes a driver of resilience, equity, and prosperity.

In this regard, the path forward requires bold, collaborative, and innovative approaches. With the right
mix of strategic policy reforms, targeted investments, and inclusive partnerships, Rwanda can address
the structural gaps revealed by EICV7 and unlock the full potential of its workforce. UNDP stands and
remains ready to continue accompanying the Government and its partners in this journey, ensuring
that every Rwandan has access to decent work, equal opportunities, and a fair share of the country’s
transformation story.
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