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CHAPTER I

GENERAL ECONONMIC BACKGROUND

1.1 The Country

Lesotho is completely surrounded by South Africa and

this is the source of her major economic problems.

Economic contact with the outside world is constrained

by the fact that the country is land locked and further

that under the apartheid system South Africa deliberately

impedes free access to the outside world.

1.1.2

113

Lesotho's problems are further compounded byv

her narrow resource base which courses

dependance on migrant earnings and customs revenues

:for most of her revenue, This orientation of

v the economy also contza1ns her monetary and flscal

discretion.

The country has been independent since 1966 and
during that period it has drawn three development
plans which have been helpful in guiding the
economic development, albeit not that (ffective
because of the economic constraints. Since

1976 RSk closed most of her borders with

Lesotho due to the latter's refusal to recognise
the Pranskei, This has meant that the country
has had to chanze its plans mid-term to take

into account the new devzlopuents,
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1.2 Ponulation

1.2.1

1.2.2

In 1976 the dejure pbpulation of Lesotho was
3216,815 of which 1,064,188 both men and women
were present in the country and 152,627 toth
men and women were absent. It is estimated
that the population increased to 1,33 =zillion
in 1980 assuming a growth rate of 2.3% and that

it is expected to increase to 1,4%4,00C in 1985,

The population increase puts pressure on the
economy in some unique ways. PFirst, the
agricultural output cannot achieve set tarcets
because able bodied men are away worxinz in
the mines. Secondly, the Bependency ratic

is quite high at 0.8 due to the fact that those
under 15 yeais old constitutes 407 of the
population and those over 65 years 5% of the
population. This tendency acts as a push
factor to the mines. Thirdly, recruitnent

of new migrants is not expected to increase
above current estimates of 1€65,C00 over the
next five years since RSA now tends to

prefer a stable labour force aad it hes
increased internal recraitment. Fourthly,

Lesotho's absorptive capacity foir returzing

- mine workers is limited,




1.2.3

Total employment by sector is given in Table 4
The largest employer is wholesale and retail
trade followed by construction and mining.
Further examination suggests that the service
sector contributes the most to total employment.:
Since value—added by manufacturing is small thisz

clearly indicates that the service sector is

depeadent on imported gdods.

1.3 Gross Domestic Product (GDP)

1.3.1

'1.3.2

1¢3.3

Gross Domestic Product increased approximately
4-fold from 146,502,C00 to M163,188,000 at
factor cost during the period 1967/68 to

4979/80 as can be seen in Table 2.

In the primary sector agriculture is the méjor
contributer to GDP with a steady per centage
share of 34% and a 4-fold increase in output
for the same period of 1967/€68 to 1979/80.
Other sectors have shown more rapid increases,
Mining showed erratic growth and declined
somewhat between 1967/68 and 1972/73 before
surging up in 1979/80 due to an incease in

diamond output.

The secondary sector includes manufacturing
and handicrafts; building and construction

Topether these sectors increunce 8=fold from 15,279,000




TABLE I

TOTAL EMPLOYEINT BY CITIZZISEIP
AND BY SECTOR 1980

INDUSTRY CITIZENS RON=CITIZENS TOTAL
(i) (2) (3)
Mining .
818 72 890
Manufacturing 3831 - 75 3906
Utilities
(electiricity) 473 14 487
Construction 4397 196 4593

Wholesale and Retail

Trade o 8422 125 8547
Restaurants'and : : ’ .
Hotels (Rourism) 1369 . 91 1460

Transport and Storage 638 28 666

Bus services
Insurance and Banking 1157 156 1313

Other Services

Excluding Private

Health Institutions

and Non-profit

Organizations 471 25 466

TOTAL 21442 796 22238

Source: National Manpower Survey, 193C,




CROSS DOMESTIC PRODUCT
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" MABLE 2

AT FACTOR COST AND MARKET

PRICES, BY INDUSTRY:

1967/68, 1972/73 and 1979/80

=000 Maluti - In percent

INDUSTRY 1967/68 1972,/73] _1979/80 1967/78 1972/73) __1979/80
Agriculture 15,284 20,979 64,538 3445 35,5 30,6
Mining and Quarrying 1,018 196 12,734 2,3 0,3 ©,1
Manufacturing and Handcrafts 1,511 2,821 9,959 3,4 4,8 4,7
Electricity and Water 112 403 2,166 0,3 0,7 1,0
Building and Construction 1,768 2,54¢] 19,425 4,0 4,5 2,2
Wholesale and Ratail Trade 9,930 10,630 23,483 22,5 18,0 11,2
Catering 137 2,563 8,389 0,3 4,3 4,1
Transport and Communication 553 1,513 5,347 1,2 2,6 2,5
Finance, Real Estate and Business : '
Services 6,836 8,941 26,008 15,4 15,1 12,3
Non-Profit Services 2,616 2,832 15,244 5,9 4,8 7,2
Goverament Services 4,03%3 4,085( 20,545 o, 3,4 9,8
Cormunity and Persoanl services " 584 807 2,814 1,1 1,0 1,3

TOTAL 44,279 59,116} 210,652 100 100 100
Primary Activities 16,302 21,175 77,272 36,8 35,8 36,7
Secondary Activities 2,391 5,870 31,550 747 9,9 15,0
Tertiary Activities 24,586 32,074| 101,830 55,5 54,3 48,3

INDIRECT TAXTS 2,223 S5,146] 52,536

Gross Domestic Product At Market
Prices 46,502 64,262 163,188

Source: National Accounts of Lesotho, Mascru. World Bank/UNDP Team

June, 19831




1.3.4

1.3.5

to M29,411,000 for the period

1967/68 to 1979/80. The contribution’

of electricity and water is low reflecting the
low develeprent of this sector and the fact
that the bulk of the needed electricity is
imported. (Finance and real estate had an
impressive 4-fold increase for the period under

review).

The tertiary sector includes finance,retail
trade, transportation and communications.
This sector has shown a steady increase’

the period beginning in 1967/68. The

retail trade has increased 2-fold since
1967/68 and its contribution to GDP is second
to agriculturé and is itself followed by
finance, real estate and business services

sector.

Tertiary activities contribution te GDP was
the highest at 48% in 1979/80 followed by
primary and secondary activities at respectively

38% and 15%.




1;4 Structurel ckanges

141

The economy has undergone structural changes

in that sectoral output has changea in both
absolute and relative terms. That is,output

by sector has increased vwhile the contribution
by sector to GDP has shifted. In 1967/68
wholesale and retail trade contributed 22.5% |
compar~d to finance and retail which contributed
15.4%, In 1979/80 the former contributed 11.2%
while the latter contributed 12.%%. The primary,
secondary and tertiary sectors have maintained
their relative leads sugresting that structaral;
chanpes have taken place only within each |
sector, The contribution of the tertiary
declined.relatively .in 1979/80 - an uhusual'
devélobment in that this sector is normally

expected to take the lead with an increase

in economic developnent, Overall trends in

- the growth of th~ economy are as expected for

developing countries,

1.5 Household Incomes and Markets

16501

Compensation of erployees is dominated

by incomes earned in RSA as can be seen from

* Table 3 and 4, Households received M351.,7

in 1978/79 of which 19.% was earned in Lesotho
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TABLE 3 .

COMPENSATION OF EMPLOYEES BY
BY TYPE OF ACPTIVITY

- Million Maloti

COMPENS:LTION OF ENTERPRE-
YEAR EMPIOYESS IN: NEURILL OTHER 1TOTAL

LESCTEO R.S.A. INCONME NCOME INCOME
1972775 | 15,9 | 31,6] 31,3 | 13,5 | 92,3
1973/74 19,4 44 .8 44,7 12,8 121,7
1074 /75 22,4 60,4 45,0 ° 15,0 1%42,8
1975/76 30,5 100,4 45,8 16,8 193,3
1976/77 39,2 | 125,2| 64,3 21,4 | 250,1
17778 | 53,1 | me,2| 77,e 22,8 | 209,5
ag78/79 | esyi | 157,1| 95,7 30,8 | 351,7
1979/80 75,2 182,9 102,0 27,0 287,2

Source: National Accounts of Lesotho. World Bank/UNDP
Team, Maseru, June, 1981

TABLE 4
DISPOSABLE INCOME BY DISBURSENMED

- Mill, Maloti

NAPIONAL FINAL CONSUMPTION CROSS
YEAR  |DISTUBABLE | pRIVATE |GOVERNNENT QNS

1972/73 103 ,4 85,5 10,8 7,0
1993 /74 141 ,1 16,0 | 12,1 12,9
974 /75 169,6 46,9 15,8 6,9
975,/76 o22,8 | 83,9 23,1 15,8
976,/77 282,9 241,0 25,6 16,3
1977/78 351 ,4 286,5 30,5 Byt
1978/79 4%245 35,4 By b 32,7
1970 /80* 482, 272343 52,3 56,4

Sources HNational Accounts of Lesotho.VWorld Bank/UiDP Team
Maseru, June, 1281 p.23

' *  indicates preliminary estimates,




44,7% in R3i; and the remaining 27% and 875
was earned in Lesotho as entrepreneurial and
other income respectively. This pattern has

been maintained for .all the years.

1.5.2 The consumption pattern in Lesotho is similar
to that in RSA for the same level of income
and imports are 80% of the country's needs
Table 5 gives imports by major category since
1967. The imports bf goods in 1978 have
doubled since 1975.. The major category is
that of good and industrial supplies which are
mainly consumables, Capital goods imports are
insignificant reflecting the low level of
industrial goods. Nevertheless, this item has
been‘ipcfeasing since 1967 indicating economic

development,




TABLE 5
IMPORT OF GOODS BY MAJOR CATEGORIES
1967-1978
1967
CONSUMER GOODS 15908 h6461 16855 {15871 [18235| 31560 46026| 60529 86138 129916} 142820 | 169544
Food stuffs 4584 1 4624 | 5500| 59821 564010071 16014{ 16962 21874 37945 43074 55370
Animal and vegetable oilg ' .
and fats - 154 126 89 1908 277 381 465 829 1093 1561 1289 1574
Miscellaneous 10307 10874 [10024 | 8505 |11052 [19501| 27361 | 39356| 57988| 82547| 89240 | 100300
HNanufactured articles
Beveraces and tobacco 863 837 | 1243 11186 | 1256 1616| 2186| %382 5183} 7863 0217 12310
INDUSTRIAL SUPPLIES: 4251 | 3789 | 3248 | 3530 | 5191 6721| 8229|13657| 19766 | 29605| 34649 | 35866
Crude materials 441 388 337 314 579 529 404 487 790 1295 2067 2097
Mineral fuels and lu
lubricants 1605 | 1153 | 1399 | 1476 | 1723 24&0 2836 | 5381 7131 | 1172421 17636 17901
Chemicals 269 443 382 404 789 220 604 | 2071 3878 2810 3264 3308
Other materials 1836 { 1805 | 1130 | 1336 | 2100} 3032 | 4385 | 5718} 7967 | 13758 | 11682 12560
CAPITAL GOODS 2441 | 2u68 | 2724 | 2885 | 39090 | 4682 | 6224 | 752511347 | 20092 | 21584 28950
COMFODITIES N.E.S. 1200 | 1220 | 1079 |. 590 | 662 | - - 11 22 12 221 2645
TOVAL 23800 |23938 23007 L2876 R7997 12972 60479 B17221117273 179625 1993724 237015
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1.6 Phvsical Infrastructure

1.6.1

1.6.2

The main objective of road construction is to
provide adequate main and feeder roads in the
low lands and foodhjlls and all weather access
roads in the mountains. The political closure
of the Southern Eastern border by RSA has

caused the country to develop alternative routs.
During the Second Plan GOL spent M15 million

on roads construstion.

The country's record on road construction is
impressive but demand for road use increases
every year making GOL's efforts inadequate
Since independence there were no bituren
roads. expect in Maseru and since then a .lot

have been built. The road network consists

" of 243 bitumen, 15000 gravel, 400 earth /60

of tracks. During the Taird Plan GOL wiil
built 654 km of new roads in addition to the
completion of 78km started during the second
plan period, It is hoped that the improvement
of these recads will stimulate agricultural

and industrial production and tourism,




1.6.4

16,5

16,6

The cost of proposed improvements is shown in

Table 6.

Since the country is landlocked and mountainous
it depends heavily on air transport and the
country is still somewhat dependent on South
Africa for external transport. The airport

at Maseru is very small and can accomnodate
planes that are not larger than Hawker-Siddeley:
twin-engine turboprop. Lesotho Airways began
inv1979 and it conducté daily flights to
Johannesburg. The South African Airways flies

three times to Lesot’o.

A new and larger airport will be constructed
at Mazenod 20km South of Maseru during the
Third Plan, %Yhen the new airport is completed
The Lesotho Airways will purchase a 1,C00 km
plus aircraft which will allow for direct

.

access to other African countries.

GOL is also working to improve internal air
service. Improvements on physical facilities
are being made and new fleets are also being

purchased. During th2 Second Plan period

. 13 airfields were improved using labour~intensive

methods. Pagsenger sheclters and radio stations
were built. Non-directional beacons were
provided at Meseru and Mokhotlong ineluding

eirfield lighting at Maseru.




TABLE 6

THIRD PLAN ROLD CONSTRUCTION AN IMPROV

f O S
PO IR

IT PROGRAIYE

(in thousands of Maloii, 1980/81 prices)

ROAD

Mohale's Hoek/Quthing/Qacha's Nek
Leribe/Joel's Drift and Butha-Buthe/
Caledonspoort

Mokhotlons/Taung and Mokhotiong/Sani: Top
Thaba-Tseka/Taung/Mpiti
Oxbow/Mokhotlong

Joel's Drift/Khamane/Oxbow
Mafeteng/lohale's Hoek
Roma/Ramabanta

Mountain Road
thosong/Lejone/Sesho?e
Raﬁabanta/Semonkoﬂé/Sekake-

Lancer's Gap Road
Kao Road

Third Highway Project (Road Maintenance
and Depots)

Towship Roads
Food Aid Tracks
Road Improvements

Upgrading to Bitumen Standard
TOTAL

Source: Third Five Year Plan 1920~1985,

KM cQos™
205 35,929
51 3, 67
121 13,479
100 4,8%6
86 9,224
42 6,170
47 74275
32 7,268
147 3,420
68 3,814
100 4,212
6 198
182

8,219

1,312

5,829
169 4,575
161 4 644
123,566




1.6.7

1.6.8

1.6.9

-1l

The target for c¢ivil aviation during the

Third Plan are as follows:

- to improve 22 internal airfields
- to construct and to put the new airport into

operation

- Dbuy more planes

- expand international routes.

The demand for telephone services is increasing
at a rate of 12%. There are 11 automatic |
exchanges with 41200 subscriber capacity in
operation. Working lines are 2350 with 5200
telephones., There is a direct link to Nairobi
with a possibility to extent the link to the

rest of the world. Currently most calls are

* routed through RSA.

Internal communication is also being improved

to overcome the limitations of an externally
oriented system developed during the colonial
era, A telecommunications corporation will

be launched during the Third Plan inorder to

facilitate the Third Plan objectives for the

sector,




1.6.10

1.6.12

1.6.1%

Lesotho has water resources that far exceed
current requirements but are currently

little developed. Developnent of water is
limited to human and animal consumption and sore

small irrigation schemes,

During the Third Plan water will be developed
under the proposed Ligh Lands water project
and water will be used for power generation
before being exported to RSA after local

needs are satisfied.,

Nine per cent of the total population lined

in the urban areas in 1930 and trends show a

rapid increase. Plans are underway to éoptrol
urban settlement. The Town and Country act
will be gazetted during the Third Plan,

Towns have been defined and gazetted under the
Land Act of 1979, The Department of Lands
Surveys and Physical Planning will be responsibie
for the imnlementation of ell the enacted
legislation. The three largest towns and
their populations are Maseru (57,500)
Teyateyaneng (9,%00) and Maputsoe (9,500) in
1980,

Dissemination of information is controlled by
Ministry of Information and Broadcasting.

The Ministry has a Department of Information




1.6.14

1.6.,15

1.6.16

which publishes two weekly newspapers.

Lesotho Weekly in English and Mochochonono
in Sesotho. The other important weekly is
Leselinyzna, published in Sesotho by Lau
group. The daily newspapers are imported

from the RESA.

There is no television and 2 Film Production
Unit within the Ministry is contemplated.
Currently people who own television units

listen to RSA broadcastse.

There is one government owned radio station
which broadcasts in both Sesotho and English
Commercial Radio does not exist but one is
planned. Radio Lesotho-uses two 50 kw
transmitters and it is honed to incrcase its

capacity.

The Third Plan objectives are to increase
the scope and range of information services;
provide more exteasive news coverage and
better entertainment by radio and to train
staff for broadcasting, film and newspaper

production,
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1.7 Central Government Orcanization

1.71

‘1.7.2

14763

Maseru is the capital city and the seat of the
central government. The country achieved
independence in 1966, under a ilest minister
style constitution vhich was suspendced in

1970. The country is ruled under an interim
arrangement by an appointed Katicnal Asserbly.
The ruling party is the Basotholand Iationalist
Party under the leadership of Chief Dr. Leabua
Jonathan as Prime Minister., The Head of

state is His Majesty King Moshoeshoe II.

The GOL consists of ministries for Foreign
Affairs, Finance, Manpower Development,rlanning
and Employment, Cooperatives and Rural Develop-
ment; Commerce and Industry, Watef, Ilineral

Resources and Power, Education and Hezlth,

The Permanent Secretary to the Prime Minister
is head of the Civil Service and Secretary

of the Cabinet,

1.8 Local Government'

1.8.1

Population growth in the urban and peri-urban
areas in Lesotho is increasing fairly fast,
as can be seen from Table 6 and 7, about

9% of the populaiion is urbvanised. Shortege
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TABLE 6

DISTRICT ADMINISTRATION AND POPULATION

POFULATION' 1976

DISTRICT T IATES % T Aomes.
Butha-Buthe 77,178 | 6.6
Leribe 206,558 11.5
Berea 146,124 7.7
Maseru 257,809 22.4
Mafeteng 154,339 5.0
Mohale's Hoek 136,311 2,8
Quthing 88, 591 3,6
Qacha's Nek 76,497 242
Mokhotlong 724508 A9
All Districts 1,216,815 8.9

~

Source: | 1976 Pooulation Census Tables. Volume III,
Taseru: The Bureau ol otatistics, 1981,

2 Author's calculation.




URBANIS™2 POPULLTICH BY DIOSTRICT

5 UABANISLD

URBAN 1976 1980 1876
DISTRICT AREAS ESTIVATES [BSTIMATES |D3TIFATES
Butha=-Buthe Butha-Buthe 5130 5¢
Leribe Hlotse 5480 62
Maputsoe 8590 9500
Peka 4590 4600
25790 26150
Berea Mapoteng 2729 2933
Teyateyaneng 8530 _93C0
11259 12233
Maseru Maseru 47,690 {57,500
Thota-ea-Moli 5,670 | 3,970
Roma 3,267 31“‘63
Morija . 3,250 |_3,650
| 57,877 | 68,583
Mafeteng Mafeteng 4,870 | 5,400
MOhale's ngk Mohale's Hoek 3,950 4,250
Quthing Moyeni(Quthing) 3,200 3,300
Racha's Nek Qacha's Nek 1,700 1,850
Mokhotlong Mokhotlong 1,400 1,550
haba~Tseka Thaba-Tgeka 2,210 2,400
Sources Third Five Year Development Plan, 1980-1985,




1.8.2

1.8.3

of housing and sanitary facilities is

increasing especially in Maseru where the

influx is high.

Plans were initiated during the Second Plan
Period to cope with urban growth. These
included drawing up of large scale maps for

the major cities indicated in Table 7;
establishment in 1977 of the Lesotho Building
Finance Corporationr(LBFC) vhich awarded
housing loans amounting to M1.5 million
(1977-80); the passing of the Land Act of 1979
the Tovmn and Country Planning Act and the
passing of the Urban Government Bill is
comtemplated., These laws will provide for

better ménagement of the land and

for security of land tenure. -

During the Third Plan GOL will introduce

urban regional planning and will also implement
a national housing policy. Development of
urban areas will be undertaken together with
the promotion of low cost housing., In addition,
water supply systems for Maseru and 15 other

rajor urban areas will be improved.




1.8.4 District towns will be established by uwporading

1.8.5

1.8.6

the current local av*horities, These will be
responsible for improving servizes in these

areas. 4

The administration of the rural sector will be
improved by improving and strengthening bodies
responsible for it. The liinistry of Rural
Development will be strenghthened by

improvines the coordinating activities of its
Policy Co-ordinating and Implementing Unit

and that of the District Development Committee

(poe).

Integrated Rural Development (IRD) strategy
will be adopted and projects already underiray

at Thaba-Tseka, Thabana lor~na, Siloe, Rankakala,
will be stengthened. The emphasis of IRD will

be in the rural and mountain areas and it will
involve mass participation to the extent possible.
GOL plans to spend M8 million on IRD programnes.
The major categories of expenditure are on

village infrastructure; introduction of

appropriate technology at village level

(renewadble energy, rural tanneries, mohair and

. food preservation) and rural water and

ganitation.

-
_




=22=

1.9 Other Governmsntal Institutions

1.9.1

1.9.2

The other institutions that are involved with
developrent in varying degrees are Lesotho
Monetary Authority (IMA) awhich acts as a
central bank but has not assumed all the
functions of a central bank; The three commerciul
banks which are the Lesotho Development bénk
(LuB, soi Owned), Barclays and Standard Banks .
(Both foreign owned) and LDB being the rost
active of thé three having over 18 branches
throughout the country while the other two
have only a handful; Lesotho Building Finance
Corperation (LBFC) started in 1977 and is activé
in real estate- Lesotho Agricultural Developmnnt
Bank (LADB), Lesotho National Insurance
Corporation (INIC). Insurance business has
not yet taken a strong foothold and in 1980
70 annual licenses were jiven to insurance
agents of foreign insurance companies to
operate in Lesotho. This situation is made
possible by the Insurance Proclamation of 190952
which is now obsolete. Efforts are being nade
through the National Assembly to upgrade
this Act.

The trade union moverent and Credit Unions play
a relevant role in development including various
self-help schemes instituted by GCL. ILKNDC and

and BEDCO are treated in Chapter V,




1.10 Dorestic Conital Formation

1.10.1

The major areas
non-residential
as indicated in
non-residential
construction of
construction of
Growth of plant
a result of new

projects which t

1,11 External Trade

of capital foriation are

buildings and plant machinery

Table 8. The increase in [
buildings reflects the recent |
supermarkets by LNDC and
government buildings..
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TABLE 8

CROSS CAFITAL FORMATION IN MANUFACTURING BY TYPE OF ASSETS

1972/73, 1979/80 (M'000)

A

1972/73 |1973/74 | 1974/75] 1975/76 |1976/77]|1977/78 11978/79 |1979/80
1. Gross Fided capitzal '
Formation 226 499 €05 1127 1383 4874 4243 3405
(a) Residentisl Buildings 8 3 17 49 84 80 314 150
(») Non-Residential
Buildings 109 58 223% 263 2851 2150 3102 1800
(¢} Other construction 3 - - - -l 1000 - -
(d)‘ Land Development - - - - - - - -~
(e) Transport Equipment 11 25 o4 138 467 450 - 340
(£) Plant, Machinery and
Equipment 95 413 271 877 547 1194 412 1115
2. Chanre in Stocks 257 504 315 197 - - - -
Gross capiteal Formation 483% 1093 Q20 1324 - - - -

University of Lcesothoe Novembexr, 1981,p.120.

.

Source: World Bank/UNDP Team, National Accounts 1967/68 - 1979/80 (June 1981), pp.47=54 in

B.Pe Setai and A.M. Marupinpg,. Industrialization Climate in ILesotho.

Roma, National
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1.11.3 Imports increased 6-fold  between 1972/73
¢ to 1979/80 and reached a value of M286 million.
| 72% of these werc consumer goods, 155
intermediate goods and 13% capital goods.
These increases reflect increased earnings by

migrants and GOL demand for capital goods,

1.12 Development Planning

1.12.1 The objectives of planning in Lesotho are to
achieve economic growth, social justice,
paximum domestic employment and economic
independence. Added to these are the desire
to protect natural resources and to ensure

mass participation in development effort.

1.12.2 Annual plans are'influenced_by the speeches
of the Honourable Minister of Finance and
as a result, they do not always correlate
with the plans. The plans are also influenced
by political events in RSA. Consequently;
when RSA clos=d her borders with Lesotho, the
latter had to revise her plans to emphasise
infrastructure. Planning also emphasise
rural develepment and other measures which

will help reduce dependence on RSA.




CHAPTER TT

STRUCPURE OF THE INDUSTRIAL STRIUCTUR.S S5CTOR

2.1 Employrent

2.1.,2 The manufacturing sector contributes a small

proportion to GDP and its relative contribution

declined from 2.7% in 1973/74 to 1.9 in 1977/78

while its absolute contribution increased 2-fold

from M73.6 million to M176.2 million as indicated

in Table 1. The relative decline of this sector

is mainly due to the rapid gro:'th of other

sectors such as construction and retail business.

TABLE 1

CONTRIBUTION OF MANUVAGTURING 70 GDP BY KMARKED PRICES AllD

YEAR

1973/74
1974/75
1975/76
1976/77
1977/78

BY PZRCINTAGE

T  MANUFACTURING

GDP AT MARKE
PRICES AS % OF GDP
736 2.7
82.1 4ot
9845 443
1547 345
176.2 1.9

Source: Third Five Year Development Plan 1980 ~ 1985, pp 8-9




2e1.2 The perfornmance of the sector interns of
erployment is impressive.'Of the economically
active population1 it contributed 2.5% in 1976
for all workers increasing t2 14.5% in:TQéO taking
into account skilled workers only for 49822. )
According to the 1980 Survey of Industrial
Establishments’ this sector contributed 11%
to total employment by ipdustry. The sector
ranked fourth by employment after community
and personal services (44,.18%); wholesale, retaii,
restaurants and hotels (19.50%); and construction

(11.78%) as can be seen in Table 2,

1Economicn11y active is as defined in the 1976 population

Census, Vol. III, It includes the celf employed, employed
for wages, unpaid workers and these actively seeking
ernployment.

2 Based on National Manpower Survey Estimates, 10980.

5 Comparisons are based on those actually employed in 1920,




TABLE 2

DISTRIBUTICN OF BESTABLISHMENTS AND xrPLOYME.T

LEVZLS BY INDUSTRY

EMPLOYF: T CH
ESTARLISHEFENT 30.6.70
. . o
Major Industry Divisions No. % Yo. 4
Agriculture, hunting,
forestry and fishing 9 1.16 806 2.21
Mining L - - 492 -
Manufacturing 62 8.01 3,033 10.95
Electicity, gas and water| 15 1.94 1,018 3,69
Construction 27 3,49 3,263 11.78
Wholesale, retail trade, ;
restaurants and hotels ' 291 37.60 5,400 19.50
Trnasport, storage and co
communication 20 2,58 796 2.87
Financing, insurance,
real estate and business
gervices 4 530 1,143 3.17
Community and personal _
services . 09 30,92 12.234 44,18
774 1 100,00 27,693 100,00

Source: Survey of Establishments in Lesotho, 1980,
Maseru Department of Labour, 1931.

I
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TABLE 3

MAJCR FANUPACTURING INDUSTRIES LG LOYING

HUIIDRED PSCPLE AND FCHS

. NUFBER ) LTERAGT
INDUSTRY EFPLOYED  prooowry IAGE(E)
1, Grain }Mill Products 466 85 |
2. NManufacture of Bakery Products 207 €0

%, Spinning, ‘leaving and ,
fishing textiles 122 150

4, Manufacture of Carpets and
Rugs 71 46

5. HManufacture of wearing
apparel and footwear 184 60

6. TIur dressinz and aying
industries 100 84

7. Manufacture of leather

Products 137 . 116
8. Manufacture of Furniture ) 3uL . 55

9, Printing and Allied

Indusirics 374 7%
Source: Computed from Surver of Fstrahliighrents of Lesotte, 1020,

Maseru Department of Labour, 1981,

1Thene fipures include expatristes who are small in nurber
ané do not distort t¢he averare wage for all industries,




2.,1.3

2.4

201 .5

Table 3 shows nine rajor manufacturing
industries thst employ hundred people and

nore. The three largest employers are grain
mill products (466 peonle); printing and allied
industries {374) and manufacture of furniture
(344), The average monthly wage is highest in
spinning and weaving (150) followed by leather
products (116) and grain mill products (85).

(Information on production is not available).

About 65% of the establishments are in the
private sector followed by pérastatals with 15%
and governrent with 205, The largest employer
is the private sector with 50% of the work
force for thé sector, (see Table 4 ). Since

1071 the private sector has generated more
establishments (214) compared to the parastatal
(43%) and government (35). The private sector has
an edge in the creation of jobs among the
establishments. It created 5196 jobs compared
to parastatals and government which respectively

generated 214% and 3296,

Establishments employing 5-10 people are 417

.of the total and have the highest concentration.

However, the largest employers are those with
200 employees and more even thougsh they are only
%64 of the total &8 indic:ted in Table 5.

Currently, the lawe seem to be well defined for

|
i
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the large employers and less so for the small

ones. Consequently, the latter always feel thzt

they do not get the best there is to éet. It is

hoped that the findincrs of the informal sector /
and the Small sca1e industries currently underwsy '

will help to clarify the situation.

TABLE 5

DISTRIBUTICH OF ESTABLISHNINTS AND EFMPLOYMEN®
LEVELS BY SI2E C® ESTABLISHMENTS

ESTABLISHIEHT EMPLOYFMEIT

NO. % NO. %
Size of establishment 19 2,45 56 0.20
less than 5
05 = 10 employees 320 41.%4 2322 8.3%9
11 - 22 employees 192 . 24,81 2765 .98
21 - 50 employees 127 16,41 5088 14,76
51 - 100 emplpyees 67 8.66 4665 16.85
101 - 200 employees 25 3.23 3493 12,61
above 200 employees 24 3,10 10304 37,21

TOTAL 774 100,00 27,693 100,00

Source: Survey of Establishments in Lesotho, 1980.

Magseru: Departoent of Lebour, 1681,




2:1.6

2.1.7

The distribution of establishments by districts
and employment is indicated in Table 6. As
expected,Maseru has the highest nuzber of
establishrments at 3¢5 followed by Mafeteng and
Mohale's Hoek with 85 and 74 respectively. The
largest employer is Maseru followed by Leribhe
and Mafeteng. Interms of demographic trencs,

Mafeteng is the fastest growing city.

The difficulties to industrial erowth and hence
employment are shown in Table 7 and those

most cited are in order of magnitude shortace of
skilled labour (27.93%); iradequate marxzet
(17.30) and government controls (14.92). GCL is
making efforts to overcome these constrgipts.

It might however, be desirable to éake a closef
look at government controls with a view to

identifying bottlenecks.
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TTerIm

DISTRIBUTION OF ESTARLISHMENTS AND ENMPLOYEEN

LEVELS BY TYPE 03X OUnrRSHIP

BSTLBLISHE LG BEFLOTE 237 1980
TYPE OF OWNERSEIP =5 o RO e
Government 153 19.77 | 9,336 33,71
Parastatal 119 15.37 | 4,413 15.94
Private 502 64.86 | 13,944 50.35
TPOTAL 774 100 27,693 100.00

Department of Labour, 1981,

Source:s Survey of Istablishnents in Lesotho 1230. Maseru:
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TABLE 6

DISTRIBUTION OF TiTABLISHITIINS AND BHPLOYIERT
LEVELS BY DISTRICT3

ESTABLISENENTS | EMPLCYDM KT 1680
DISTRICT No. o ‘0. % f

Butha-Buthe 15 1.9 212 0.76 |
Leribe ‘ 75 9.69 2096 757 :
Berea 44 De68 954 345
Maseru 365 47.16 | 19820 | 71.57
Mafeteng 84 10.85 1256 4,53
lMohale's Hoek 77 9.95 1195 4,32
Quthing 28 3.62 370 10354
Qacha's Nek 237 4,78 576 2,08
Mokhotlong 30 3.88 469 1.69
Thaba-Tseka 19 2445 745 2,69

TOTAL . 75, 100.00 | 27,693 | 100.00

Source: Survey of Egtablishments in Lesotho,1980.
Maseru: Department of Labour, 1981
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TABLE 7
DIFFICUTTIES PRUVENTING EXPARSION OF INDIGRY

BEstablishmnent revortin~ difficulty

TYPE OF DIFFICULTY NUNBER % 0P TCLL
1. Lack of capital - - f
2. Lack of raw materials ' 58 7.90
3. Shortage of skilled labour 205 27.9%
4, Inadequate Market 127 17.30
5. Goverument Controls 1HO 14.99
6. Inadequate transport
facilities 100 1%2.62
7. Other ressons 134 18,26
TOTAL 734 160,00

Source: Survey of .stablishments in ILeactho 1280, é
Maseru: Department of Labour.

TABLE 8 _

PRIVATE FANURACTURING ENPLOYIMIZIT BY
PROPRIBTORSHIP IN PERCINTAGES 1977/78-1979/80

OTHLER
YEAR INDC BEDCO PRIVATE | TOAL
1977/78 50.46 | 15.79 33.75 | 100%
1678/79 40.05 1%,00 46,95 100%
1079/80 . 40,38 8,31 51,31 1003
Averacse
. Contribution 4%,6%% 12+37% 44 ,00%

Sources Bureau of Statisties, Maseru, Lesotho,(1981} in
B.P. Setai and A.M. Maruping. Industrialization
Climate in Lesotho. Roma, National University of
Lesothoe. November, 1981, p.141,
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TABLE 9
ESTABLISHIM=NTS BY PRPOPRIETORSHIP

IN 1977/78-1679/80 EXPR7SS.D IN PERCENTAGES

OTHER

YEAR INDC  BEDCC RIVATE TOTAL
1977/78 23.19 44,93 21,88 100%
1978/79 28,36 55.22 . 16.42 100%
1979/80 27,4 51,43 20.83 100%%
Average share
share 26.23% 50.5%% 23.04%

Source: Bureau of Statistiecs, Maseru, Lesotho
(1981) .in B.P. Setai and A.M. Maruping.
Op.Cits pel43.

2.1.8 Manufacturing and hctel business cited shortare of
skilled manpower; lack of adequate market and
government controls as their most important
‘constraints. Community and personal services
was another industry sector which felt the same
constraints. The rest of the sectors had very

few complaints suggesting reasonable performance.

2.1,9 Tables 8 to 11 compares the performance of the
two parastatals LNDC and BEDCO with the rest of
the private sector since 1977/78 to 1979/80.
The averare contribution of LUDC to employrent
'was about even with that of the private sector
while BEDCO was a distant third. However, it is
significant to realise that the contribution of
LIDC has declined over the period while that of

the private sector has risen,




2.1.10 BEDCO had more stablishments compared to both |
ILNDC and the private sector but her low
contribution to total employment sugrests that
these are small enterprises that have very few
people. Irnfact, most of them are individually
owned. Their smallness is also reflected in
Table 10 where their contribution to total
output is small. Net output per ermployee at
BEDCO is competitive with that of LNDC but falls.
far short compared to that of the Pritate sector
as can be seen in Table 11. ﬁowever, interms of
total output INDC far outstrips BEDCO and is
second only to the private sector for the year
1979/80. (see Table 11) In the earlier years
INDC had the overall lead,

~
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TABLE 10

PRIVATE M.UTACTURING: CROSS QUTPUT
BY PROPRIETORSEIP (M,000)

OTERR
YEAR LNDC BEDCO PRIVATE TOTAL

1977/78 15,000,8 1,299.3 6,090.4 22,390,5
1978/79 16,356.6 1,492.,3 16,731.6 34,580.5
1979/°0 19,225.5 1,651.0 32,678.1 534554.6

EXPRESCED IN PERCENTAGE

OTHER

YELR LIDC BEDCO PRIVLTE MOTALT

1977/78 67.00 5.80 27.20 100%

1978/79 47,30 4,%2 48,38 100%

1979/80  35.90 3_08 61.02 100%

Average

share 50.07 4 40 45,53 ' ‘

Source: Bureau of Statistics, Maseru, Lesotho (1981) in
B.P. Setai and A.M. Maruping,Op, Cit.
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TABLE 14

PRIVATE MANUTACTURING: NET OUTYUT BY
PROPRIETCRSHIP (1M,000)

OTHER
YEAR INDC BEDCO PRIVATE TOTAL
1977/78 12,292.6 723.8 3,064,0 16,080.4
1978/79 5,693.0 809.5 4,350.6  10,853.1
1979/80 5,901.9  854.0 16,557.3  23,313.2

EXPRESSED IN PERCINTAGE

_ .. . . OTHER :
YEAR * _INDC . BEDCO PRIVATE TOTAL
1977/78  76.44 4,50 19.06 100%
1978/79  52.46 7.46 40.08 100%
1979/80  25.%2 3.66 721.02 100%

51 .41 5.21 43,38

Source: Bureau of Statistics, Naseru, Lesotho (1981).in
- B.P. Setai and A.M. Maruping. Op.Cit. p.144,
- ]
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TABLZ 11

FRIVATE VMAINUFACRURTING RTAL CRCOSS CUINTTT PER =MTICVED

BY PROPRISTCLSIIP

1

(M)
OTHER
YEAR IKDC  BEDCO  PRIVATE mOTAL
1977/78 6,746 1,868 4,096 5,082
1978/79 6,353 1,786 52543 5,379
1979/80 5,558 2,320 7,434 6,251

PRIVAPE FANURACTURING: REALL H-T OUTPUT FPXR EMTLCYEZS
BY PHOPRIETORSHIP

(M)
; ’ OTHER
YEAR INDC BEDCO PRITLTE  mCTAL
1979/78 5,528 1,081 2,061 3,650
1978/79 - 2,211 969 1,441 1,688
1979/80 1,706 1,200 3,766 2,721

PRIVATE MANUFACTURING: NE=ET QUTPUT OVIIL CRCSS CUTPUD
BY PROPRIZTORSHIP (%)

OTHER
YEAR IRDC BEDCO PRIVATS TeTAL
1977/78  81.95  55.74 50,31 71,823
1978/79 3481 54,25 26,00 31,39%
1979/80 30,70 51,73 50,67 43453

49,157 52.90% 42,835 49,017

Source: Bureau of Statistics, Maseru, Lesotho (1¢81) in
B.P. Setai and A.M. Marpping. Op. Cit. p.7%45.
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Manufzcturing

2.2.1

2.2.2

Except for other services, value-added was

highest in the mining, manufecturing and electricity
sectors for the year 1978/79 followed by coanstruction
as can be seen in Table 12, The output labour

ratio '% is about even for all sectors but

declines steeply in government suggesting that

the sector has many redundant workers wher
government and teachers are excluded, the 0/L

ratio averaged R5.1 thousand (in 1578/79 prices)

in 1980, Projections indicate that output will
increase by 1% over the next 20 years due to an

0/L ratio of 5.6 in 1990 and 6.2 in year 2000

These projections are based on the assumption

that capital stock is very small and is expected

to grow at a very low rate.

Provisional Industrial Census data for 1977/78
indicates (see Table 13) that value-added per
employee was not higher in larger firms than

in smaller ones. This suggests that larger
firms are not doing any better than srall ones
but many also be a reflection of labour intensive

techniques and over staffing. Data for the
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TABLE 12

SECTORAL VALUE=-ADDED illD OUTPUT/LABCUR RATIC(1S78/7°)

«Q

Sectoral Output/labour

Value-added ratio

(1978/79)

(R1000) (r1cCO)

Mining, Manufacturing and
electricity 21,175 4,00
Construction 19,727 4.3
Transport 3,461 5.2
Other Services 68,962 5e9
Government 18,964 1.0
Total Excluding tcachers 132,289 55
Teachers - -
Total, including teachers 1%2,289 4,7
Total, excluding Government
and teacher 113,325 5.1

Sources B.M. Burke, The Outlook for labour Force and Zznlovrent

in Lesothoz 1080-200Q, World Bank/UIDP Teaz,
Maseru, July, 1981 p~52 in H, Kizilyralli,

Options for the Losotho Economy in wear 20C0

Pergnective Plen Alterantives, Maserus CrLO,

February, 1982, p.42,
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TABLE 13

INDUSTRIAL SECTOR IN  LUSCTHQ

MANUFLCTURING OUTPUT AKD EMPLOYM Nt BY SIZE OP ESTABLISEME!

1977/78)
above

1-10 11-50 51-1000 101=200 200 Total
Number of units 30 27 13 4 2 76
Kurmber employed 154 648 - 906 546 549 «803
Gross output (in
R.000's) 940 2692 3775 6861 1303 15571
Value added
(in R.000's) 594"/ 823 1054 645 699 3815
Value per 122292/ 1270 1163 1101 1273 1364

. employee (in Rs)

Source: Bureau of Statistics in Bernard Decaux, The Industrial

Sector in Lesotho. Maseru: CPDO, 1980, pe3




period suggsests that clothing and furniture
factories were overstaffed, When these two
factories were excluded from the calculations
value-added increased. In general, the incicence
of overemployment has been found to be high in
the countrys establishments and mey therefore

account for most of the low value-added.
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2.2.3 Capacity utilization is very low and is estimated at

2.5.4

80 to 100 below local conditions in soxze industries
The major constraints to full capacity utilization
are inadequate markets and competition with imports
from RSA. Astoria Bakery operated at a low
capacity of 40 in 1980 due to competition with K3A
imports which are heavily subsidised Selkol Joirery
also cited similar reasons. Because éf this irntense
competition and subsequent lack of markets the

average industry shift is one for the entire country.

Table 14 shows production capacity of seleccted
industries on the basis of one shift and Table 15
shows expansion plans of existing companies as of
19080. It would be desirable to encourace these
companies by helping them to develop export-markets
and to compete with RSA products. The Kinistry

of Commerce has an Export Promotion Unit which was
established recently and it has not reached its
potential. =DCO has a marketing unit which assists

small enterpreneurs. INDC may explore establishing

a similar unit to assist INDC affiliates.
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TABLE 14

PRODUCTION CAPACITY CF SELECTLD INDUSTRIZS

Lesotho Milling
Lesotho Flour Mills
Astoria Bakery
Tapestry Veavers
Gallant clothing
Maluti Skin Products
Lesotho Shoes
Kolonyama Candlie Co.

Lesotho Umbrella

Lesotho Stel Prodﬁcts.

Tranalquip

Thaha-~Bosiu Ceramics

50,00 tens/yr maize, flour

39,000 tons/yr wheat, flour

18,000 bread (1 kg)/day

400 m2/montg using 1200 kg of mohair'
1,500 gérments/day

6,000 1eather auto seat covers/month
10,000 pairs/month

12,000 candles/month

90,000 umbrellas/month

Stfuctﬁral steeel fabrication and )
erecting (80% of work), windows,
gates and fencing (20%)

Overhead power lines (707 of work),
expansion units for mining 25%, vibr
vibration dampers (5%)

2.5 tons of pottery per month

Source: Individual Companies in

Be?nnrd Decnvx. The Industrial Sector in Leozotho
Maseru, CPTLC, 1980,




Lesotho Miling Maise millin:; plant ~ RO.2 rmillion
Feed mill plant - Re01 million

Bakery project (new) ~ Ry03 rmillion

Lesotho Flour liills Packaging, warehouse - RO.5 million
Maluti Skin Products Tannery expansion - RO.15 million
Maluti Furniture Bzlancing and
modernization - RO.2 million
Tranalquip Boundry, galvanizing
line - R0.S5 rillion)
Lesotho Umbrella Expansion from 90,000
‘ unbrellas to 150,000
unmbrellas/month - RO.1 million

Lesotho Steel
Products New workshop - RO.1 million

Chung Hwa Trading Expand factory
building

1/ Expansion subject to availability of power at lower cost.

Source: Individual compznies in Bernard Decaux. in
Industrial Sector in Lesotho. Maseru. CFDO, 1SE0,
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2.2.5 The major exports of the country are crude materisals
(wool, mohair, hides and skins) which have remainsd
steady since 1967 as indicated in Table 16. Live
animals are the second largest export earnecrs
followed by foodstuffs. Diamonds have not proved
to bé reliable export earners. However, the
increase in the value of exports from M12.2 to

M27.7 million between 1977 and 1978 was due to a

sudden surge in diamond exports. The value of
crude materials exports also increased by 7075 over
the previous year. Exports of live animals and
foodstuffs decreased over the period mainly due to

droughts.

TABLE 16
EXPORTS BY NMAJOR CATEGCORY

LIVE CRUDE CTIIR
YE:R | TCTAL | ANIMAL | FOODSTUFFS | MATHRIALS | DILMONDS | THFCaTS3
1972 | 6,4 | 0,9 0,6 3,2 0,2 1,1
1973 | 8,8 | 2,0 0,3 4,9 0,3 153
1974 | 9,8 | 1,5 0,06 541 0,9 2,3
1975 | 9,2 0,4 1,1 ' 3,8 0,5 %45
1976 | 14,6 | 0,2 1,8 3,8 0,5 8,4
1977 [ 12,2 | 0,2 0,7 4,6 1,2 5y
1978 127,7 | 0,1 0,2 7,0 16,7 2,9
1979
1980
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«6 Total imports increased frém M43, million in
1972 to 1237 in 1978 and this was a 6-fcld
increase. The major category of imports were
consumer goods followed L intermediate gocds.
Capital goods imports were third. The consumer
goods imports are increasing fairly rapidly and
they have always been a high percentace of total
imports. In 1973 they were 75% of total imports
which is comparable to a per centage of 72i%

for 1978. (see Table 17)

TABLE 1
JIMPOLDS BY MAJOR CATLGORY

CONSUNMER | INTERMEDIATE CAPITAL :

Y AR GCOLS Z00DS GOODS TOTAL
hov2 | 31.6 6.7 T 8,7 1. 43.0
1973 46,0 8,2 6,2 60,5
1974 60,5 13,6 7,5 | 81,7
1975 86,1 19,8 11,3 117,3
1976 129,9 29,6 20,1 179,6
1977 42,8 34,6 21,6 190, 4
1678 162,5 36,9 28,9 237,0
1979

1980

Source: Leéotho Economic Indicators 1972/73 - 1979/80,.

World Bank/UNDP Team, June, 1982. p.50




2.2.7

2.2.8

2e2.9

Lesothio exporis nainly to SACU and her second
trading partner is West Germany as indicated in
Table 18,Trazde with the U.K. lost the lead in
1977 snd it has been declining éver since whereas

that with Germeny has increased steadily.

Export shares by a few selected incustries are
shown in Table 19 South Africa is still the major
export partner for these incﬁstries. Tapestry
weavers have 50,5 share of the exrorts of tapestry
and exports 400 to South Africa and 10% to overseas
Mrluti Skin Products have 95% of the export

narket and exvorts 50% of these to the R3A and

4%% to Cermany., .

Table 20 gives the structure of gréss fixed
capital formation by economic activity in

per centarce terms since 1972/73. Transport is
the highest for the entire period since GOL hes
placed an emphasis on the construction of roads
in order to make the country accessible for
econonic developrment. Manufacturing started of
slowly since 1972/7% but has picked up in

recent years. Agriculture has fluctuasted but the

trend has been un ward,
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TABLE 18

LESOTHO LXPORT3: BY YZAR BY DESTINATION

(N,OOO)
[
DESTINATION 1248
1977 1978 1979

Comnmnon Customs - - . 5264
African Countried .
loutside CCA 20.8 44,5 10.0
[U.K 1,071.7 | 380.1 | 366.7
/. Germany 052 .1 739.5 2,056.9
Belgium 33,1 195,1 858.0
Other Europe 8%8.2 [1,124.0 6271
Canada 24,8 1%.0 24,5
UuSehe 1 197.01 124.9 1747
Rest of the
World 633%.8 208,3 58,4

M3,841,5 12,8394 |4,019.3

N.B. Diamonds exports excluded.

Sources Department of Customs and Zxcise, Foreirn

—a—

Trade Statistics 1950, p.8, Table 4.1, in

B.P. Setai and A.li. Maruping. Op.Cit




SEARE OF EXPORTS IN TCTAL B/1ES OF SNIZCT=ED COCNPANIES

EkPL """"

SHATL il EXPCRT VARNETS
Lesotho Milling - -
Lesotho Flour Mills - ' -
Astoria Bakery - -
Tapestry Weavers 50~} 40% to South Africa, 10%
overseas

(Gallant Clothing g5 Fostly South Africa, sore

' sales to UK
Maluti Skin Products 95 50% to South Africa, &3%

' to YWest Gerrany
Maluti Furniture 100 otlv UK and 3Benelux
Lesotho Shoes - S0 South Africa
Kolonyamah Candle . z0 South Africa
Selkol Joinery ' - : -
Thaba-~-Bosiu Ceramics 2/ -
Tranalquip 100 South Africa Zomelands
Lites 100 50% South Africa, 50%

other African countries
Maseru Tyre retreading - -
]

Royal Crown Jewels 80w/ Switzerlznd, W. Germany
Lesotho Umbrella 1C0 Vest Gerrany
Lesotho Stell Products - -
Chung liwa Trading : 100 Mostly to Hong Kong,

also US and Zurope

Source: Individual Compeanieg in the Industrial Sector (I Iec2t70 by
Bernard Decaux. liaseruj; 1L.DCT TCc0

/Baldnce of production rostly sold to foreign tourists |

2/ 1Indirect export throurn galcs to foreipn tourists.




THE STRUCTURE OF CROSS FIXED

TABLE 20

CAFITAL FORMATION BY ECCNOMIC

ACTIVITIZES 1972/7% = 1979/80

- in percent; Total = 100

1972_:{73'1973/74 1974/75 [1975/76 1976/77 1977/78 11978/7911979/&Q
TOTAL 100,0 | 100,0 | 100,0 | 100,0 | 00,0 | 100,0 }100,C | 100,0
Agriculture 547 745 19,0 12,6 22,3 24,9 16,3 13,7
Mining 10,1 9,1 0,4 0,0 1,5 2,0 0,7 2,7
Haaufacturing 2,6 4,7 4,3 5,8 2,6 742 7,2 5.5
i Slectricity and water 543 2,2 1,6 2,7 8,3 2,3 2,8 443

Construction 10,8 8,0 10,8 752 546 347 3,7 by
Commerce 6,2 44,1 745 Q.4 642 2,8 5s2 545
Catering 1,8 .5,1 3,6 2,4 240 543 11,2 Sy4
Tronsport and Communication 32,7 23,6 26,8 2%,5 29,7 33,0 1743 25,1
Transnort 56,2 21,0 24,6 21,1 26,7 28,0 15,7 23,1
Communication 345 2,6 2,2 2.4 3,0 5,0 1,6 2,0
Finunce and BDusiness Services 2,0 14,4 9,9 797 1,9 1,1 5,6 5 yk
Non-Profit Gervices 5,2 9,1 4,3 | 11,8 8,8 9,1 10,1 11,3
Community and Personal Services 0,9 h,2 246 <y 1,2 0,6 0,7 0,7
Tovernmant Gervicen 9,7 8,0 9,0 5,7 £,9 2,0 | 18,0 15,4

- x0 = preliminary ec%timntcs
Sources

National Accounts of Lesotho, 1967/68-1979/80.

World Bank/UNDP Team June 1981,

"~




2.2.10 Plaus are underway to develon manufacturing,
Chanter V outlines rogource hased projects which
are at various érages of impler.entation.
Available projezct profiles are provided in
Annex I. LIZC does not have an inventory of
drawn up projects duve to lack of staff. |
However, it coes keep a list of projects that it
intends to implement as it finds investors.
hAmong these ocre a c¢.ramic procucts factory which
will produce tiles znd dinnerwware; a roses
factory which will produce cut roses; a

sandshone blocks factory and a blanket factory.

2.2.11 The industrisl sector of Lesctho was very small

and was little encourased during the colonizal’ :

period. At -independence there were only 16 small
’ . establishments. The reason for neglecting its
development waz thet the colonial power kept

Lesotho as a labour reservior for KSA mines.

e e

2.2.,12 Since independence GOL has laid grade stress
on industrizl develorraent with a view to
prenohing erployment. The industrial sector is
viewcd to conurise monufacturing commerce

and tourism. GCL's industrial gtrategy is to provide ‘

incentives to thre privete sector so that the

letter can develop monufacturing. ‘




2.2.1% The Ministry of Commerce and Industr) ic
responsible for industeial policy. 1i'.vC was
established in 1967 as a major body o
implerent industrial policy; Since iis
establishment LNDC has emphasiced sevsral policy
phases. Between 1967/1973 INL{'s activities
were confined to handicrafts developr-unit. The
raticnale for this emphasis was due to lack
of investment funds and the desire to take
advantage of local knowhow in making ncitery
and handicrafts., Between 197C-1076 Li)C
shifted to providing infrastruciure. Che :
developed industrial Centres in I
Maputsoe. During the same period she entered

~into diamond mining agreements (Jotfen- -Azreerent
1074) v}ith Rio Tinto, De Beers, LUNEFU, 1t was
from this arrangement that LNDZ was ablec to
generate investment funds., In 1975/76 she
opted out of this arrangement and was able to
get a US % 2.3 million grant from the ‘iorld
Bank. The mine continues to opeiate with
De Beers as & major siharcheolder, Houwevor, it
is expected to close nouzt year and at least
700 peoplé will lose their jobs., The reason
for the closure is due to a fall in sules,
IEDC w28 also responsible for estéblishing

Lesotho Development Bank which is one of the

successful commercial banks in the countiry.
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2ele14+ Basotho Enterprise Developrent Cornorztion

(BEDCO) was established in 1975 to pronote

the establishnent and developrent of small

scale Basotho-owned enterprises. BZ2CC was
established by LKDC as a fully owned subsiciary.
It becane an independent corporatioz in 1G¢20,
BEDCO established an industrial estate at
Sebaboleng Trade and Industrial Centre with the
help of GOL and Canadian CIDA, BELCC sides at
Sebaboleng are fully occupied and she is
contempleting starting new ones in other towns.

Her operations are rated as satisfactory even

though she is not yet fully self finencing,




CHAPTER JTIL

RESOURCES

3.1 Agriculture: General

3.1.1 The percentage contribution of agricﬁlture
remained at a steady %5% during the peried
1967/68 to 1972/73% and dropped to 31% for the
period ending in 1979/80. However, in value
terms agricultural output increased from M15
million to }64 million during the same period.
The contribution of crops to agricultural out-
put has had a slight edge of about 6 over thet
of livestock since 1976/77 period. This trend
rarks a switch in government poltey since
independence. During. the colonial era livest5ck
had a gfeater share of gross agriculturzl
‘output and in recent times various projects have
emphasised crop production. Perhaps the govern-
ment eught to rethink its policy in this regard
and bring back livestock production into policy
focus keeping in mind the fact that 645 of the

land is suitabdle for grazincg.

3¢1.2 Agricultural land is not sufficient. Only
13% of the available land is suitable for crop

production anc most of it is farmed in the

traditional sector. Sub-~division of land is




3.1.3

Ze1eth

58

increasing steadily and the number of arable

acres held declined by 2.2% over the last two

decades. The mean per capita acreage held fell

by 625 and the landless households declined by !
4,25% over the same period. The median per capita

acreage is 0.826%,

There are no cormmercial farmers and agriculture
is not the primary source of income. Most people
who have land are either working in the smodern
sector or in the RSA mines. This exodus of
abled bodied men from the farms is a major
constraint to increased agricultural osutput. The
problem gets compounded when we take into
account other constraints such as reduction in
%he area under cultivation}‘overgfazing.and

s0il erosion, poor cultivation and managerment
practices, inadequate transport and marketing

)
infrastructure and vulné}ability to the weathere.

Msize preduetion, the country's main crop was
106.1 tons in 1979/80 this was a drop of 15%
over the previous year due to drought. Similarly,
sorghum production fell by 16% including wheat
which fell by 1%, beans by 18% and peas by 33%

‘The country devends on rain fall farmirg and

as a result, suffers serious crop failures vhen

there is no rain.




2,2 Crops

3.2.1 Maize, sorghum, wheat, peas and beans are grown
mainly in the western and northern parts of the t
country. The leading crops are maize,sorghum '
and wheat. Peas and beans are little developsd. :
The maize yield is more than two times that of
sorghum as can be seen iﬁ Table 1. Peas and
beans together accounted for 9% of the total
crop yield for the period beginning in 1876/77
and ending.in 1978/79. Asparagus is fast beine
developed a2s a cash crop and a cannery was
established at lMazenod for canning asparagus
(180 tons in 1981) as the main product with tHe
addition of beans in tomato sauce (60 tons in 1981).°

32.2.2 A variety of vegetables and fruits can be
developed in Lesotho on a commercial basis.,
These crops are grown in the traditional scctor ‘
for domestic sonsumption and the rest of the
country’s neads are met throurh imports. The
cannery imports beans and peas for cenning, ALloe
can also be evaluated for econonie viability such

as the making of soap and ropes.

3,2.3 The lead in maize production is because of GOL
policies which currently emphasize maize output

as a staple, less emphasis is placed on sorghum

a potentially bigh prefit cren in Lesotho,
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Currently, the cannery is wary to fully

encourage the development of the peas and beans

as one of its potential product lines because of
fear of competition from big South African producers

(e.g. Delmonte) which will lead to losses and

low profit margins.




TABLE 1

i)ISTRIBUTION 0w PLANTED ATA BY CROP AND DISTRICT
‘ FOR LESOTHO (1976/77-1978/79 average)

DISTRICT M MAIZE | sorgruy | wmmae | PEas | mEans| rorar
Butha-Buthe 6,161 | 2,833 437 | 184 945 10,557
Leribe 22,360 | 7,729 | 3,616 | 821 | 5,251 35,777
Berea ames | 6,505 | 853 | 325 | 2,475 27,622
Maseru 18,414 | 8,529 | 9,609 | 1,807 1,129{ 39,488
Mafeteng 17,269 | 13,013 7,634 963 2,314} 41,193
Mohale's Hoek | 12,097 | 9,712 | 6,231 | 781 828| 29,649
Quthing 4,910 | 3,780 | a,050 | e12 608| 13,960
Qacha's Nek 5,084 | 1,636 | 1,601 | 456 563| 9,350
Mokhotlong 5,07 581 | 8,467 | 1,40 385| 15,905
LESOTIHO 108,831 | 54,318 |42,510 [ 7,345 | 1u,498]227,502

Per cent of Total

Butha-Buthe 58 27 2 9 100 4
Leribe 56 19 2 1% 100
Berea 63 24 1 o 100
Maseru 49 22 24. 5 3 100
Mafeteng 42 32 18 2 6 100
Mohale's Hoek 41 33 21 3 3 100
Quthing 35 27 29 4 4 100
Qacha's Nek. 54 18 17 5 6 100
Mokhotlong 32 4 53 9 2 100
LESOTHO 48 24 19 3 6 100

Source: Central Planning and Finance Office, Maseru, Lesotho.




3.2.4
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GOL stated policy on production is to achieve

gself sufficiency in grains during the current

plan period particularly in sorghum, wheat and )
vegetables. It will also introduce new and high

value crops and will expand production of

successful crops such as asparagus.

The marketing of agricultural crops will also be
improved through the merger of Procduce Marketing
Corporation (FMC) and Co-op Lesotho into an
Apex Co-operation body. This body will be

responsible for procurement of inputs, purchasirn

(%4}

and marketing and supply of credit among its

many other responsibilities.

The legislative base for the implerentation

of these objectives is the Land Act of 1979
complemented by subsidiary legislation. This
Act provides for allocation of land by lease to
competent farmers with exclusive tenure and
inheritance rights but with the legal proviso
that they must use their land in accordance with
approved standards. Through this Act the

government hopes to develop concentraticn of

.cozxmercial farmerse.




3.3 Animal Resources

3e3.1

30 302

034

The livestock sector is dominated by sheep and
goats followed by cattle and harses as caa be
seen in Table 2., Mules, donkeys and pigs are

also reared.

The production of fresh meat products are proces:zed
from the imported carcass. There are no corrmercial
livestock farmers and cattle is owned b¥
traditional sector households and is auctioned in
the informal markets. Commefcial activity by this

gsector is limited to trading in wool and richair.

Plans are underway by INDC to establish a

wool and mohair enterprise, the purpose of which

is to use locally produced wool as input.
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* TABLE 2

LIVESTOCK INVENTORIES AND LARGE STCCK

(GRAZING UNITS FOR SELECTED YNARS, 1935-1976

LARGE STOCK

SHEEP GOATS CATTLE HORSES MULES | DONKEYS | GRAZING UNIT*
1,255,596 432,230 352,311 79,701 1,986 18,911 691,852
1,283,39% 411,931 418,921 85,017 | 1,968 22,766 745,738
1,598,812 668,687 447,963 87,960 | 1,165 27,360 867,660
1,544,723 541,974 437,217 81,771 1,240 374731 843,964
1,702,977 647,013 429,158 108,284 | 1,946 51,920 916,251
1,557,546 609,267 430,993 98,832 | 2,468 48,905 373,776
1,564,001 637,065 401,221 102,903 3,089 59,188 864,660
1,303,325 550,612 405,454 92,384 34550 53,543 789,981
1,330,019 654,800 408,144 102,001 4,829 48,355 824,005
1,220,769 535,286 381,770 81,661 3,559 48,616 740,257
1,300,657 594,395 387,769 84,875 4,220 55,813 782,576
1,227,336 632,032 376,740 89,333 | 4,316 53,013 764,805
1,431,631 791,726 366,146 85,562 2,695 44,796 821,471
1,661,502 377,820 346,079 73,810 2,77% 46,488 351,3C3
1,526,442 890,628 375,709 06,804 | 2,654 58,945 882,872
1,437,803 631,972 392,717 88,322 | 2,882 43,302 81%,5625
1,655,100 973,800 551, 500 109,700 | 4,100 83,700 1,091,098
1,555,900 961,900 466,500 114,000 | 2,500 97,400 1,006,460
1,354,000 808,000 482,000 93,000 | 1,800 83,000 ©39,500
1,128,000 618,000 485,000 . 154,000 £00 23,000 855, 340

horse=z 7,

mulas 6, donkev

* Large Stock units are the sum of livestccl numbers multiplied by the following:

5, ond sheep snd poats 2 (CPLO ndd.)

Central Ilannins and Development Office Library open file reports under the title
“"Documents Helating to Livestock Projects®™ (selected dates) in LABA Report No.2 p.VII=5
Cattle, 8,



3.4 lMilk Procuction

3.4.1 Thsre are no commercial milk farmers and fresh milk
is imported at a market value of apvroximately
M6 million per annum., Milk that is produced in the
troditional sector is for domestic use and it too |
is very little. Cattle is normally taken out and
avay for pasture and what ever milk is produced is

consumed by herdboys.

3.4.2 GOL has plans to improve milk production and it
has started a pilot dairy at EotSabelo which
produﬁes 9,500 litres of milk, per day of which

8,000 litres 1is supplied by small farmers.

2,4.% GOL has determined to make the country self-
sufficient in milk and diary products. 'During
the current development plan it‘is setting’aside
over 16, million to provide improved stock for sale
to farmers and to encourage stallfegding A
central dairy will also be constructed which will
be supplied from various collection points which
will also be established as part of improved milk

production.

%245 Pie Production

3.5.1 The consuaption of pork is high but pig production
is little developed. Some of the pigs are

sunplied by the traditional sector where at least

onc lhousehold owns a pig. The rest are imported,




=66~

3.5.2 The government plans to establish a pig processing
plant irorder to reduce imports and to increase
self sufficiency. The plant will be built at a
cost of over half a million maluti and will '
provide fresh pig meat and diversify into the

production of ham and bacon.

3.6 Poultry Production

3.6.1 Good progress is being made in the production
of chicken although this is not sufficient to
meet market demand. The Ministry of Agriculture
has established hatcheries where bdroiler and egs
chickens are produced. These are then sold to:
farmers for egg and meat production. There is
J‘Iarge market for eggs and'poultry products in

the country.

3.6.2 GOL intends to establish a poultry slaughter plant
during the current Development Plan. Thiz will
be at a cost of half a million maluti and will
provide market outlets for broiler producers.
Three slaughter plants will also be constructed

at strategic market arezs in the country to

provide broilers to the immediate markets.
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3.7 Fish Industry

3.7.1

3.7.2

3.743

Te
“ e

The potential to develop fish industry in Lesotho
is high and prospects for increased market cerand
are also pood both for domestic consumption and
for export. The country has plenty of water which
can be used for such activity and there are plenty
of rivers and village water ponds. Villiage proncs
are not economically viable compared to the
current fisheries schemes run by the Ministry of
Agriculture and consequently infra-structure will
be needed to broaden the base for fish productioa.
The most favourable species for this area is

trout fish and research is t& be done into cozzon

cafp, the silver carp and the grass carp.

Carp production yieid more profit per hectare
compared to any other activity in the agricultural
sector, Consequently, the development of this
industry could provide an alternative source of
employment and also form a basis for a fishing

industrye.

The government has set aside 350 hectares for
fish development at TBakholo of which 40 hectrares

is fully funded and is already being developec.

The 40 hectares were put into production initielly -

to test market demand and prospects have proven to

be pood and funds 2re bein~ souzht to bring the
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entire:area under production. The reraining 310
hectares yill be brought under production through
the construction of a new dam, and a canal systei,
It is hoped that trout fishing will te developed
both as a tourist attraction and for commercial
purposes. As a tourist attraction, rivers would
be filled with stocks that would be replenished

periodically.

3.8 Woodlot Project

3.&1

3,842

Tree planting in Lesotho was done prirarily for
purposes of soil conservation by the soil
Conservation Division before it was *taken over by
the. Woodlot Project in 1973. The objectives of the
project are to.determine a rational affores%qtion
policy for Lesotho in terms of its écological
needs and to create a relevant and a well

balanced administrative and technical infra-structure
for the support and implementation of a continuing
afforestration programme. It is emvisaged tlat

the projedt will estsblish small plantations
thfoughout Lesotho for the provision of firewood
and building materials, and to supply trees znd
grzss to Congervation Division and the publie

roo, . .
for soil conservation activities.

The Woodlot Project will end in 1985 and is funced

jointly by the Lesotho Government, British

Government and Angle de Beers Forestry 3ervices
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2.8.4
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Lesotho (Ltd). GOL has been the second highest
financier indicating her strong commitient to the

Project.

Since its inception, the Project has planted 2590
ha., of land. More hectares could have beer planted
if it were not for natural impediments such zs

lack of rainfall during éome seasons which tenced
to shorten the planting season. Nevertheless,

this tendency was not typical for all years.
According to the Projects Annual Report 1279=-£0

the percentase target reached for that veriod was

89 percent for planting. High percentares were

also reached in the followinr categories;

ploughing, pitting, planting and fencing.

The type of trees that have been planted up to date
have been mainly of the Eucalyptus species. Tte
other species which have been planted in limited
numbers include poplars (populars) wattles (acacia)
and pine (Pinus). According to experimental results
on Lesotho soils, it has been founc that Lesotho
soils have adequate level of Potassium for tree
growth and the standard application of fertilizer

per tree is 10% Nitrogen and 157 Phosphexous.
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3+.8.5 It is reported that poor growing conditions over
the past two years have adversely affected growth 1
rates and it is becoming necessary to reassess
the choice of species hitherto followed., Wattles )

have not done well and Eucalyptus have failed in

I
t

many dry areas, Conifers are now being tried in

where these have failed,
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2.8.6 Lancé acquisition for the establishrent of new

3.8.7

Woodlots has continued to be offered at a satisfactory

rate indicating the strong support it has from '
the people. A forestry Act was passed by Parliaxent

in 1978 but is yet to be gazzeted. Consecuently

Woodlots do not have the protection of the Act.

Progress in afforestation over the past fifteen
years has been impressive. A UNDP evaluation
mission (Réport of the Multi-Donor Agzriculiural
Sector - Evaluation Mission, UNDP, Maseru, Lesctho,
June 1280) points out that while the expansion of
the Voodlot project is desirable soxe measurss
nust be undertaken to make it more productive.
First, the current 15-20 hectares on which the
ﬁrojects are implemented should be made smaller

in order to increase the project sites. Secondly,
labour-intensive techniques should be intensified
to enable workers to reach steeper and rougher
terrain where mechanised implements carnot reach,
Thirdly, planting and tending cf plants should

be paszed on to the villapgers in order to reduce
cost. The latter would help to intesrate the
villarers into the aflorestation project. Currently
the request to plant an area is initiated by the

village and the eupply c¢f labour is done on a

food-for=work basise
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3.8.8 According to informed opinion, there are not
enough woodlots in Lesotho to justify establishing
a lumber based industry. Suggestions seem to
point dut that this can only be possible after [

twenty years. !
3.9 Mining

3.9.1 Mining in Lesotho is still at the initial stages
and mineral potentiallhas not been fully assessed.
Several feasibility studies are currently being
carried out by the Department of Mining and
Geology. These, include the exploration for coal

peat, o0il, clay anc mineral survey.

3.9.2 Initial findings sugrest that even though coal
bearing strata exists in Lesotho, it cadnot be
mined economically because it lies deep under the
surface. Peat deposits are also small and can

therefore not be mined economically.

3,9.3 Clay deposits have been found to be substantial
and these are suitable for the production of
ceramic tiles, bricks and clay bottles. Recently,
a brick facfory was opened at Thetsane based on
this resource, The Clay Products Technical Centre

is being expanded with the purpose of testing more

s0ils and advising on their industrial uses.




3.9.4

3+.9.5

3.9.6

3.947
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Lesotho has good prospects to establish a buildings
material industry based on rock-aggregate. This
material is being exploited or a small scale,
However, it is believed that when fully exploited
the country could be self-sufficient in its
Rock-aggregate is used for the construction of
roads and air-port run-vays.

Sandstone is also available in large quantities
and could be commercially exploited and IXDC
has shown some interest in such a project.

Lesotho clays are not suitable for the establishrent
of a cerment factory and where suitable rocks exist,
these are deep in the mountains and are therefore
not within easy access.

Dianonds are being mined on a cormercial basis

and several new minine sites have been indentified
at Let8eng-ic-Terai, Kao, Liqhobong and Lerphare,
LetSeng-la~-Terai had the largest potential compared
to the rest of the sites and it began operation

in 1977 and employed 1,C00 people ranking as the
largest employer in the private sector. This

mine was expected to produce 5,000 tonnes of ore
per day when it is fully operational and GOL has
an equity of 25 percent in it and currently earns
M1.5 million in sales taxes and }M55,000 in
royalties per annum. De Beers announced in
early May, 1282 that it will close this xine in
1983 due to fallinz revenues and the instability
of the diamond market, In 1981 LetSeng produced
52,921 carats compared with 53,714 carats in

1980 at an averape grade of 2.80/carats/100 tons.
Diamonds bigzer than 10 carats constituted 1275

*of the mines production. 792 workers will lose

their jobs.
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3.9.8 Lighobong and Lemphane are the second largest
mines after LetSeng-la-Terai and these are
organised on a cooperative basis under thne joint
auspices of the Lesotho and Canadian governments.
The primary aim of these mines is to generate
employnent and as a result, trey use labour
intensive technology. Both mines employ 1,000
people.

3.9.9. The choice between laiour-intersive and capital
intensive technology is not done indiscriminately.
Where the find is of high quality, the government
is willing to consider production methods that
will result in high production. In other words,
both methods are favoured, depending on circumstances,
3+9.10 ?hére are indications of uranium and mercury

but these are yet to be explored,

3,10 Geological survey

3.10.1 A country wide geological survey has been &
conducted and possibilities for commercial
exploitatibn of mineral resources is being
assessed. ‘Preliminary assessment indicates that
commercial mining of diamonds uncder the alluvial
'gravels of Sengu River can be undertaken,

Bulk sampling of sands at Koalabata, Lolo &and

Borata is being conducted.
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3,10.5
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Gravity studies conducted throughout the country
are being interpreted and information acquired
will assist exploration of Kimberlite bodies and
sendimentary sequences favourable to uranium
concentration and for the accumulation of coal,

gas and oil,

Legislation is being developed to deal with mine
safety, mining concessions, and administration

of explosives.

The objectives for the sector during the Third

Plan are to:
-~ extent the mineral survey project for one rear,
- open and operate a diamond mine at Kaoc..

-~ expand production and employment in

stone crushing works.

- open three new sites for co-operative diarond

digging and upgrading the existing two.
- renew exploration for coal and cil

-~ prepare feasibility studies for the developrzent

of any mineral deposit of economic interest.

Planned expenditure for improvement of mineral

resources is about M3 million,
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32.11 Energy Resources o

3.11.1 The country imports all its energy needs and
$mports include hydrocarbon energy sources such
as petroleum and natural gas; coal and biomass !
for industrial and home use. Wind driven water l
pumps exist on a small scale and it is hoped
that when maintenance knowledge improves nore
will be installed., Experiments on solar heating
are being undertaken in various parts of the
country and results are promising. Lesotho has
300 days of sun~shine throughout the year but
the major constraint to adopting this form of

energy on an intensive country-wide basis is lack

: of technological know-how«

3.11.2 Except for every minor generating plants,
Lesotho imports all of her electric power.
The bulk of the consumption is for domestic
use since the country has a limited industrial

bases.

3,12 Hydro-Electric Plan

3.12,1 Lesotho has a high potential for hydro~electric
_ pover generation and plans are underway to
install hydro~electric power generating plants
throughout the country. The total potential

generating cuapacity for Lesotho is 1250 GWh/year.

There are two goverument bodies with responsibility
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3e12.3

over water affairs. These are the Department of
Hydrological and Meteorological Services and
Department of Mines and Geology. The former
collects data on water resources and assists

in the design of projects with water component,

and the latter assesses and aids in the developma2nt

of underground water resources.

The Third National Development Plan recognises
the urgency cof developing the domestic sources
of pover. To *+his end, various water schemes
are being dre. - up with implementation envisageq
to start during the Plan period. The largest of
these schemes is called the Lesotho Highland
Water Scheme. It is.a dual water scheme, .

intendéd to divert water from the upper Oranrge

" and Malibamat8o Rivers for export to Pretoria-

Witwatersrand area while ensuring self-sufficiency

in electricity supply for Lesotho.

This Scheme will be developed in stages with the
first phase envisaged to be completed at the

end of 1993, Construction will start in 1988
and when completed its generating capacity will

be 450 GWL/yr with a total cost of R1.5 million

' to be provided under both bilateral and multi-

lateral agreements. Average employment during

the construction period is estimated at 1,600
people expected to reach 3,000 et the peak period.
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Of the 1,600, 12 percent will be in supervisory
positions, Tourist ameninities such as boating
and trout fishing can be explored and prospects
may not be that good because of the cold
temperatures in the mountains., Nevertheless,

it is hopea that when more is known, fishing

could develop around these shcemes,
GOL internds to make the following improverents
which will cost M5 rillion during the plan:

-~ reinforce the present power gereratirng

diesel generators,

~ extend reticulation in the peri-urvan areas

or Maseru, district towns, and rural areas

~ continue to investigate alternative sources

of energy.

3,13 Human Regources

313.1

The country's total population in 1920 was
estimated at 1,3%3,000 assuning & growth

rate of 2.3%% as indicated int Table 3. The

total labour force was 611,2000 of which 4486,2¢0
was employed in the domestic economy and 165

as ﬁigrants in RsA. The 1979 Censusz estimated
that 1%% of the population both men and women was

absent working in tho RShA.




TABLE 3

LESOTHO'S POPULATION AND LABOUR FORCE

1976 1980 1985
Population (de jure) 1,216,815 1,333,000 1,494,000
Total Labour Force 426,100 611,200 688,600
Domestic 291,600 446,200 52%,600
Migrant 134,500 165,000 165,000

Source: 1976 Census, Third Five Year Plan (CPDO), and
RMDS estimates in National Mannower Survev, 1980,
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Labour force participation rates are higher
for age group 25—64 for both m#le and female
and the increase in labour participation is
about even for both sexes as if indicated

in Table 4 and 5 respectively.

There are 22,328 people employed as wage earners
in both the private and parastatal sectors
accounting for 3.6% of the total labour force in
1980. These sectors account for 575 of total
wage employment according the recent manpower
survey (1980). This survey has also identified
the growth rates of several sectors as followé:

social and personal sercices (55.3%);

“manufacturing (22.1%); transport and storage

3.13.4

341345

(19.6%), and construcxioﬁ (13~3%5.

Wholesale and retail is the largest industry
accounting for about 38% of total employment.
The next largest industries are construction and
manufacturineg which respectively account for
21% and 18% of employment as it can be seen in

Table 6.

The denand for skilled workers is concentrated

" around trsusport, sales and clerical workers us

.48 indicated in Table 7. This structvre of labour

demand sugeests that the level of sophistication
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TABLE 4

LABOUR FORCZ PARTICIPATICN RATES IN LuSOTH

SEX

15-24 25-64
Male 68% ou%
Female 58% 86%

Source:

Third Five Year Development Plan,

TABLE 5

INCRTASE IN LESOTHO'S LABCUR FCRCE, 1980 - 1085

-~

Male Ferale Total
Total Increase 39,000 38,400 77,400
Annual Average 7,800 7,680 15,480

Source,

Third Five Year Development Plant.
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J TABLE 6 ESTIMATED TOTAL EMPLCYMENT PRIVATE AND PARASTATAL SECTORS BY CITIZENSHIP,
- SKILL, VACANCY RATI AND Pirilroi® OF LOCALIZATION
e Employmeht by mmployment by : v
Estimated S LY 4 g Skilled | Percentage
. Total number citizenship Skill Vacancy | of locali-
of employees {Citizens |Non-Citizens|Citizens|Non=Citizens| rate zation
. Industry 1020
_ _ _1. Mining 890 818 72 420 72 0 85.4
2. Manufacturing 3906 3831 75 1378 75 2.3 94.8
3« Utilities
(electricity) 487 473 . 14 221 14 o] 98,2
4, Construction 4593 4397 196 2062 166 57 92.5
S« Wholesale and '
retail 8547 8422 125 5695 89 0.8 98.5
6. Restanrants and
hotels{tourism) 1460 1369 . 91 603 91 0 86,9
7. Transport and
- - - - - Storare 666 638 . 28 352 28 0 92.6
8. Business Services
Insurance and
- . Banking 1343 1157 © 156 875 156 3.4 84,9




Table 6 (Cont.)
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in Lesotho in 1980 by Kweku O.A.Appiah.

October, 1981, p. 17.

Estimated Employment by Employment by Skilled | Percentape
- Total number Citizenship Skill Vacangy | of locali-
°£ erployees . . ' rate zation
7 Industry 12880 Citizens |Non-Citizens{Citisins{Nen-Citizens
9, Other services
excluding
vrivate Health .
. Institutions and
Nor-Profit
Organiznstions 466 431 €35 327 29 Se3 91,6
7 TOTAL 22,%28 21,442 796 11924 220 2.1 9,3
Source: Adcpted from & survey of employment and manpovwer in the Private Sector and Parastatals Sector

Maseru: National Manpower Development Secretariat,

4 L3 L3 L] L3 .
‘Sk3lled is defined as cccupations for which the ninimum reenirement is normally three years poste
»rimary education or training. .




TABLE 7

DISTRIBUTION OF SILLED EMPLOYMENT IN THE

IN THE PRIVATE AND PARASTATAL SECTORS BY CCCUEATICHN AND

CITIZENSHIP

INDUSTRY OCCUP:/\TION TOTAL | CITIZEUS [NON CITIZENS

Professional technical and

related workers 407 227 180

Administrative and

managerial workers 826 633 103

Clerical and

related workers 2434 2325 109
Sales workers 4250 4248 2
Service workers 499 466 33

Production and Related
woi’kers and transport

equipment operators 4228 4025 203

TOTAL ' 12,604 | 1,924 720

o o——— —

Source. National Manpower Survey 1980, .19,




3.13.6

3.13.7 -

-85~

of dernanded skills must also be low. Table 8
shows that demand for labour is concentrated
around hirh school graduates and less. People
with three years of post primary education
(Junior Certificate) comprise 51% of employrent

by skill among citizens while those with degrees

comprise 0.75%.

The non-citizens occupy the high skill level jobs.
This is due to the fact that the private sector
is dominated by expatriate firms which prefer

tc employ their own skilled people. This is

especially true for wholesale and retail business.

Acéﬁrding té the HanpowerfSurvey.(1980) the
level of formal employment in Lesotho accounted
for 6.4% of the total available labour force in
19080 of a total 39,328 who were employed,

39,%28 were accounted for by the private sector

~ while government and education accounted for

17,000, These numbers are very small despite
the impressive employment growth rate of 13%
by the private and parastatal sectors in

1979/80., The survey further maintains that even

. if the growth rate were to be sustained during

the Plan period (1980-1985) this would account

only for 42% of the projected labour force

inerease of 77,400.
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TABLE 8

DISTRIBUTIOR O SKILL-D EMPLOYNM'NT IN T3 PRIVATE

AND PARASTATAL SECTORS EDUCATION ARD CITIZENSHIP

\d

OCCUPATIOI EDUCALATIOKR CITIZEN | NCN CITIZER TOTAL

Degree or equivalent or

higher 9% - 164 254

Post - COSC Diploma
or egquivalant 252 202 454

C.0.8.C. Thirteen Years
of High School completed 1736 248 1984

Junior Certificate.'_ 6125 90 6215

Less than Junior

Certificate 3721 16 3737

TOTAL 11924 720 12644

Source: Adopted from National Manpovwer Survey, 1980 p.21.
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3+13.8 The Survey concludes further as follows:

3.13.9

- About 57% of the jobs in the private sector
require skilled people. However emphasis

varies from sector to sector.

- The level of skills required in the private
and pérastatal sectors is very low. Abhout
80% of the skilled workers required had had
no more than three years of post-primary
education and that only one person in every
eighteen had had more than five years of

secondary education.

-~ About 94% of the jobs in the private and

" parastatal sectors are localised.

The overall conclusioh'is that along with the
desire to increase employment creation, GOL
must also ensure that Basoto are given the
experience tooccﬁby middle level and top

positions in these enterprises.
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3.14 Employment Forecasts

3.14,1 The Third Plan estimates that potential labour
force will have increased by 155,000 between
19726 and 1985, And that over the Third Plan
(1980-1985), it will increase by 77,000 of
which 39,000 will be males. Table 9 illustrates

this point.

. TABLE 9

INCREASE IN THE LABOUR FORCE

1980-85 Male Female Total _
Total- increase 39,000 38,400 77,400
Annual hverage 7,800 7,680 . 15,480

Source: Third Five Year Development Plan.

1980-1985 Maseru.
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3.15 Manpowver Development

3¢15.1

2.15.2

3.15.3

The nation has a total of 258,920 students at
various levels of training. In a typical
way, the majority is in primary schools and
the numbers thin with time. Students in
technical schools are relatively few as i§
indicated in Tables 10 and 11. Students studying

abroad are not included.

Another pattern that emerges is that the
number of women in school is relatively bhigher
than that of boys - the greatest disparity
being in primary and secondary schools. The *

numbers even up at University but trends

indicate that women will soon sufpas men

The implications are that female labour
participation rates will soon outstrip that of
males and this may influence future development

trends,

Woren sre the defacto leaders of 60/6 of Lesotho
households because rost men are away in the

RSA working as migrants. Consequently, XL

.policy is to involve them in the econory =

" especially agriculture with the hope of xaking

them more productive. The Bureau of 'YWoxen's

hffairs is located in the Csbinet Offics <o




TANLE 10

PUPTILS AND STARP AT SCHOOLS AND TRAINING

INSTITUTICNS, 1280

1. Primary Education? Enrolment 235,604
Qualified teachers 3,242
Unqualified teachers: 1,855

2. Secondary Schools} Enrolment 21,406
Qualified Teachers 741
Unqualified teachers 241

3. Technical/Vocational schools?
Enrolment: 1,236
Teachers K/A°

4, National University of Lesotho:4
Enrolment 1,027
Degree students ceo
Non~Degree students 67

1
2

Excludes expatriates.,
Includes Institutes

inis Educati Statisti
5M nistry of Education Statistics,

4Second Five Yenr Development Plan, National University of

Legotho, Roma., 1981, ‘ ‘










||||| 10 e
= Iz
L o P
= |
i flis e

MICKOCOPY RESOULUTION TEST CHARY
NATIGNAT fa AN W




e
A
L]

2.
. 3.

4,

~91-

TARLE 11

'ENROLYEIT BY LEVEL OF SCH00LING 4AXD BY STX

Male
Primary Education 96,444

Secondary Schools 8,668

Technical/Vocational
Schools 543

National University
of Lesotho 343

TOTAL 105,998

Female Total :

139,160 235,604 \
}

127,38 21,406 |

693 1,236

33 e’

152,922 258,920

only.

o .
-

T onis” is 21978 figure and it includes Lesotho natir.ials

BOURCE: Ministry of Education Statistics, 1981,
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ensure women's meaningful participation in the
economy. It is hoped that projects involving
woren will be generated in the future. Sore of
the projects which are frequently mentioned are
afforestation projects, improverent of village
amenities and services, woodlot schemes,

backyard ciltivation to mention a few.

3.16 Domestic Sources of Funds

56161

3."6.2

501643

Commercial bank deposits are fairly stable except
for the demand deposits (2.6 turnover) compared
to savings deposits (0.07) and time deposits
(0.05). The banking system relies mainly on -

medium - and long-term deposits for its funds

" ag is indicated in Table 12, These deposits

together account for over 70% of total term

depositse.

The banking system is consistantly lignid.,
Table 13 shows that liquidity or excess reserves

have been well over 100% of required reserves.

A greater amount of commercial bank loans are
made to business enterprises compared to

statutcry bodies as can be seen from Table 14,
However, & greater propostion of the loans are

given to wholesalers,'retail stores, hotels and

construction enterprises. A limited amount of
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TABLE 12

COMMERCIAL BANK FIXED TIME AND SPECIAL

DEPOSITS BY MATURITY AS A PER CENT

Period Short-term Medium Long-term Total
Ended (Less than term (31 more than

31 days) days to 5 .months

Per centage 6 months)

of total

1977 10 38 52 1C0
1978 9 32 59 100
1979 - 12 30 58 100
1980 15 - 37 48 - 100
| -
Source:

Lesotho Monetary Authority Annual Report 1980,
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TABLE 1

CONSOLIDATED LIQUIDITY OF COMMERCIAL BARKS

s E;riod Ended |[Required Reserves | Actual Reserves | Liquidity
Surplus (+)
(1'000) (M*'000) (in percent)
1977 9843 23705 ’ +141
1978 12162 ' 27496 +126 +
1979 16903 424638 +151 /
1980 . 23887 56524 +136

Source: Lesotho Monetary 'Authority Annual Report 1980,




TABLE 14

COMMERCIAL BANK CREDIT TO STATUTORY

BODIES AND BUSINESS ENTERPRISE(M'000)

Period Ended Statutory Business Total
Bodies Enterprise

1977 4204 7575 11869

1978 13179 - 47364 60543

1979 9399 62676 72075

1980 53101 276042 329143

Source: Lesotho Mbqeﬁary Authority Annual Report 1980.

K
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loans was given to manufacturing type enterprises
but:there have been some improvements 8ince
1980, The agricultural sector has received a

fair amount of loans ahead of manufacturing.

Lesotho National Development Bank is committedA
to financing small scale manufacturing enter-
prices but is has not made a concerted effort.
The bank should be encouraged to implement this

comnitrent.

o e,
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CHAPTER IV

POLICY STRATEGIES AKD MACHINERIES FOR INDUSTRIAL DEVELCEITL T

4,1 Objectives

4.,1.1

The objectives of industrialization policy in

Lesotho as described in the Third Plan are to:

reduce vulnerability to external economic anc

political pressures.
increase domestic employment
increase social welfare

promote social justice

. protect the land and water resource base aznd

exploit it. to the fullest

ensure deeper involvement and fuller
participation of the community in national

development.

Industrialization will be achieved by encouraging

projects that have the following characteristics:

labour intensive

growth potential

comnercially viable,
local raw material

low water ana power consumption

use unskilled labour with potential for upgrading




-~ export - oriented

- linkage effeit

4,1.3 The incentives are offerrd under the Pioneer
Industries Act and the most commonly selected ones
are the tax holiday and depreciation allowance,

The training grant and the availability of loans
and factbry space at market rates of interest playry 2

an important role.,

4;1.4 The effectiveness of the tax holiday and depreciation
allowance is not known., However, they rmay
influence negatively the objective of erployrment
g creation., Accelerated deprectiation encourares
; capital intengive industries such as the ﬁa;uti
Brewery which has opted for this incentive.
Tax holiday encourage enterprises that use

capital which depreciates fast.

4,1.5 The benefits'of'providing industrial housing
utilities and transportation, training and
wages are believed to be marginal. The benefits
derived from actual establishment of factories
are hampered by delays encountered in

implementing new projects.

4,1,6. The industrial sector of Lesotho is very srcall

and only started to grbw in recent years., It

is not complex and its linkages are insignificant.




Among its industries are food procucts, small
mctal products, furniture and printing. There
is also a wheat mill, maize flour mill and a few

bakeries,

Fears of competition with South African products
constrains growthe Iesotho is a member of SACU
and IMA and the purpose for joining these

bodies is to alleviate the countries disadvantaged
economic situation., However, while Lesotho is
gaining by way of customs revenue and the use of
the financial rand, she is unable to mount a bold
indvstrial strategy under this arrangerent,
Péechnically she can impose an infant tariff dut
in pracvice this is not possidle because South

Africa can always point to other conflicting laws.

4,2 JInstitutional Infrastructure for Industry

4,2.1

The major institutions which are directly
involved in industrial development are discussed

belows

The Ministfx,o{ﬁ?lanning, Economic Development

and Emplsyment.

4.2.2

This is the key planning Ministry and it is 2lso
responsible for drawing up the Five Year Develop-
ment Plan., Recently this Ministry drew up a
perpecpive plan to year 2000 and it ig hoped that
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it will be used as a guideline for the preparation
of the Fourth Plan. The Ministry hopes to draw
up a Manpower Plan to year 200C during the

current plan period,

The annual speech of the Honourable Minister of }
Pinance is the major declaration of GCL
industrial policy. As a result, annual planning
is confined mainly to the capital estimates
prepared by the Centrzl Planning and Developrent
Office (CPDO) and to recurrent budget prepared
by Finance. The overall impact of the budget
speeches is that estimetes have had little or no
relationship to the plan. 4nd warrants to incur
gxpdnditure often deviate from estimates. The
Emergency Programme of,1977 has ténded'to make
this situation worse.

—

>

CPDO intends td get involved more actively in
project preparation during the Third Plan,

To this end, it will establish a Research Section
and seek closer cooperation wi+*h the Economics
Department of the National University of Lesotho
(N.U.L.,). "It wil) aleo ﬁxtend and improve

computarization in order to use it effectively

"as a planning and management tool.
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4,2,5, CPDO is assisted in its work by the C.atral

Bureau of Statistics and the Computer Centre.
The Budget and Development Planning Cormitte ,
the Project Review Committee play an important

role of assisting CPDO with the selection and

appraisal of projects.

4,2,6 The Ministry has a Policy Coordinating and
Implementing Unit. Its major function is to
coordinate the views of the community on develop-
. ment. It works with District Development
Committees to provide feedback on project activity
and to facilitate project implementation
especially where bottlenecks may arise. The .
CPDO, works closély with the Ministry of Rural

be?elopment.

~

4.2,7 The newly created district of Thaba=Tseka serves
as an important farum for rural development
experimentation. It is being developed within
the framework of integratced ruralldevelopment

programne,

4,2,8 It is hoped that the following actions will be
taken during the Third Plan:

= ensure that the Ministry of Rural Development
overseas and guides all development activities

in the rural areas.
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~ strengthen District Secretariat and make
District Devélopment Committees more .

effective.

- ensure co-operation among district development

workers and field workerse.

Ministry of Cooperatives and Rural Development.

4,2.9

4,2.10

The Ministry wyworks in close contact with that

of Planning and Development. During the Third
Plant the Ministry will intensify its effor:s
to develop production oriented coocperatives.

It will consolidate and strengthen existing
primary gsocieties intc more economically viable
units. It will also establish a Product. '

Developuent Design Centre for Cooperative handi-

'crafts and strengthen the cooperative Credit

Union League.

In rural development the Ministry will follow a
strategy of income generation and employment
creation mindful of the fact that current
agricultural programmes in the Plan allow for
limited participation by the poor. The focur

will be on the poorest of the poor vwho are the

“lowest 25% of the poor.
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Ministry of Comnerce, Industry and Tourism.

4,2,11 The Ministry of Commerce, Industry and Tourism
is responsible for industrial policy and coordination
of the activitieé of parastatals. Its majco ;
objective is job creation through industrialization.
To achieve this aim the Ministry has the followiﬁg

specific objectives::

Creatinn of an industrial climate conducive

to the establishment of enterprises.

- precmotion of foreign investment;

- encouragement of local enterpreneurship; .,

- ‘increasing production of building materails;

- expansion and diversification of the econony;
~ utilization of local raw materials

- promotion of sgro-industries.

Lesotho National Development Corporation (INDC):

4.2,172 The INDC was established in 1967 as a statutory
body to promote and finance investment in Lesctho.
. The company has a set criteria for the investments

it will finance. Among other criteria, it

favours investments that are labour=-intensive;




4,2.13

4,2,14

have a high local resource content; produce for
export and have a high export potential. The
favoured manufadturing establishments include
agriculture, light consumer products and

electronics.

The INDC has an issued share capital of R4
million owned solely by the vaernment of Lesotho.
The authorised sharé capital is R10.million and
the Government is Beeking new partners to buy
into INDC, INDC also attracts international
finance and support. In 1977 to 1980 it received
US 6,5 million dollars in credit from the

L 4

International Development Association (IDA).

. In 1979 it again secured credit amounting to

UA 2,13 million from the African Development
Bank (Nigerian Trust Fund). Other LNDC sources
of finance include the International PFinance
Corporation, The European Investment Bank
(EIB), Commonwealth Development Corporation and

local banks.

INDC is a finance company but it also acts as a

holding company., Its holding interests are

under the supervision of the Operations Division

which is responsible for guidance and control of

all LNLC companies. These companies include
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subsidiary companies in which IXDC has sub-
stantial shares; associate companies in which

she has less than 25 per cent equity and operations
are normally of a rental type; managed companies
usually initiated by INDC in which she has

equity of 50-100 per cent. Exampies of managed
companies are Royal Lesotho Tapestry VWeavers

(PTY) Ltd., Thaba-Bosiu Ceramics, Pioneer and

National Mctorse.

These companies are 26 in all and they erploy
some 2000 people. Of the 26 companies, 10 are
manufacturing estab’.ishments, 11 are in trading
and distribution, 5 are in handicrafts. - The
manufacturing activity includes candles and
umbrellas while handicrafts include pottery,
Jewellery and tapestries. Clearly, these =are
diverse activities which require complex manage-

nment.

The company's financial performance has been
erratic but consistently in the red. 1In 1G77
the financial losses reached an all time low of
11,335,000, The situation improved somewhat in
1980 when the group reported profits of 148,000

. before taxes, Some of the companies in which

INDC has minority interests have been operating
at a profit. These include Frasers Manufacturing,

Lesotho Milling Company and Metro Cash and Carry.




4,2.17

4,2.,18

4,2.19
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INDC losses were atiributed to a high turnover

in management, inadequate marketing eflort,
undercapitalization and poor financial managerent.
Improverent of financial performance recorded

in 1980 is a result of several policy measures
taken by INDC management. These measurecs incluce
divestment from companies running at substantial
losses, institution of Qound financial planning
and control systems, liquidation of scme subsidiary
companies, management consolidation and improved

project appraisal,

INDC started investment promotion activities in:
1978 and these activities were expected to cost
Us 500,090 dollars.by the end of 1980,

Investment promotion has been in the form of

* preparing promotional material, conducting

feasibility studies and going on visits overs:
In addition services of consultants have been
engaged to assist investment promotion missions
abroad. An expert has also been hired at IXDC
Headquaters to help cordinate the activities of

investment promotion,

Investment promotion might help INDC to establish
riteria for selecting companies., .For exanple,
the Comapny may be in a position to target firms

that are in the product areas that are of
interest and that also fulfill other requirements

such as potential for employment cregtiop.




4,2,20 It is desirable that INDC should evaluate the

effectiveness of its investrent promotion
activities. During January-April, 1981 a high
powered three man delegation was sent to the far
east by INDC on investment promotion activities.

The response it got is indicated in table 1.

TABLE 1

INDC Investment Promotion Artivities
/ (Fanuary~April, 1981)

! ' Port Hong South Kaohsiung Taiwan
; Jo'burg Elizabeth Kong Korea (z¢8)
1. Site visits 6 8 4 5 5 S
5 promised '
2. Ldng-term ’
interests 13 7 1 1 .23 - 25
3. No interest 14 5 - - - -
4, Total number 33
presentations
% of success®18 40 80 83 18 26

Source:Calculated from Report for the Board on the 1st
Quarter 1981 Activities Pamphlet - undated. in 3.F. Setai
and A.M. Marupinge. Industrialization Climute in Lesotho
Roma. National University of Lesotho., November, 1081, p.84.

4,2,21 With the exception of visits to Hong Kong and
South Korea the success rate is very low. It
would also be intercsting to know whether the
promised vigits were actually carried out. 1In
fact a more fundamental question is whether

success should be measured in terms of site




visits or rather in terms of actual investment?

Clearly more work is needed in this area to help

clarify investment determination for Lesotho.

Basotho Enterprise Corporation (BEDCO)

4,2,22

4,2,2%

BEDCO is located at Sebaboleng Estate and it

was established by GOL to promote the development
of small-scale industrial enterprises that are
owned and managed by Basotho. The BEDCO estate
was established at a cost of M2.5 million and

its infrastructure includes a communal workshop
facility for wood and metal industries. Tha.

bulk of the financing came from CIDA supplemerted

: by grants from DANIDA and The Federal Republic

of Germany for the purchase of equipment and
machinery. GOL pays for recurrent costs (1.7 to
date) and since it was established, BEDCO has
received M3.6 million in grants and loans for

its loan scheme and capital expenditure. Currently
1,000 people are employed directly through

BEDCO activities.

BEDCO has acquired British financing to expand

. its activities to Mohale's Hoek and Leribe,

The first centre will be ready for occupation
in 1981/82 and will hold some 11 projects on

an area of 1,000 sq. metres,




4,2,25

4,2,26

4.2.24

BEDCO selects projects on the following criteria:

-~ Commercial viability and growth potential,

-~ level of participation and management o

by Lesotho citizens.

- rate of return on invested capital

« potential for Job creation

~ utilization of local raw materials and ability

to save foreign exchange.

Since 1979 BEDCO has moved away from self-owned
and controlled enterprises toward independent.

privately  owned onés, This shift was caused

by earlier management problems which caused the

company to write-=-off up to 85% of its loans.
Under the current policy the corporation is
collecting up to 41% of its loan instalment
with the rest being in arrears. This record is
impressive for a developing country. The
Corporation will do better when its recently

instituted controls become effective.

-
e
!
o mag ety
. ]

BEDCO plans to expand its operations duriﬁgjthe

1981/82 ~1985/86 period. The expsnsion will

take the form of developins new centres expanding

current capacity and merdging.




-
-14’ v

4,2.,27 The expension progromme will require an investnent
of M2.05 million which will make it poassible to
finance 146 new snall progjects that will hire
1800 people. About i1, mill<en of the programne
will be financed interanally and the rest ;
externélly.. An additional 2.5 million ?

will be needed for the development of new centres.:

4,2,28 When the expansion programme is complete BELCO
expects to have created a total of 5250 jobs both
direct and indirect and account for value-added
of about M? million. And sectors that are likely
to benefit from this programme are clothing,
furniture, fabricated steel products, building‘

materials and food products.

-
.

' B.,3 Constraints _
4.3.1 The Third Plan identifies several constraints

to developrent and these are:

- limited financial resources;
-~ limited natural rcsources

- insufficient economic infrastructure;

- lack of skilled manpower

- uncertainty about future econonic and political

developments in Southern Africa.
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CHAPTER 5

PROSFICTS FOR RESOURCE BASED INDUSTRIALIE. TION

5.1 General Review

5.1.1. The major constraint to industrial development in
Lesotho is lack of local raw material, which is
exarcebated by inadequate trained manpower;

!

. _— . . . . |
inefficient industrial organization and management;

shortage of working capital; poor mesrketing channels;
unsatisfactory arrangements within SACU;

monopolistic companies which tend to flood the

local market with cheap finished products and

the high external tariff wall around SACU,.

5.1.2 The Pioneer Industries Act which offers among
other things a tax holiday and accelerated f
depreciation is intended to partially overcome ;
some of these obstacles Dby attracting investors ‘
to Lesotho at favourable terms., However as irr
many other developing countries where tax
molidays are.used, the effectiveness of this
incentive package for Lesotho is not known.,
Consequently, one, cannot determine with reasonabdle
certainty, companies which located in Lesotho
because of this incentive package.

5¢1.3 An added policy constraint is that LNDC does not always
initiate development projects. Instead, she largely
depends on prospective investors to come forward
with offers after which she screens them for
acceptability on the basis of financial accounting
and not social accountinge.




5.1.4 IRDC has identified several monufacturing
sectors in which‘it vould welceme invesitnent
even though it épplies this guideline with
flexibility. These manufacturing sectors include
food and livestock products; textiles and
clothing; leather and footwear; light engineering;
products; automobile components; building ;
materials; chemicals/pharmaceﬁticals/toiletries;
toyes; small consumer prdducts; leisure goods;:

electronic and electrical products and furniture.

515 The Ministry of Commerce and Incustry is
responsible for drawing up industrial policy and
it coordinatégactivities of parastatals, LiLC
sees itself purely to be implementing government
pol&cy.

5.1.6 There is a great need for research support fo>
all industrial activity. HResearch support is
needed to monitor and evaluate on-going projects,
assess credit needs and to cater for the general
improvement of the investment climate., In
addition, researchers could help with the
formulation  of bmoad'industrial objectives,
policies and strategies, désign a perspective
industrial plan and propose measures to
'strengthen existing enterprises and to improve

their productivity.
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5.1.8

5.1.9

The Pioneer Industries Act must also be reviewed
and the Industrial Licensing Board should be
given a clearer mandate to enable it to control

effectively the conduct of enterprises.

Plans should be drawn up to include loc=zl
iuvestors and manufacturers within the existing
incentive packages pabtiéularly the Pioneer
Industries Act. There are indications that

some of the local manufacturers at BEDCO estates
are ready to expand and to go independent.
However, they can only do so under the incentive
schemes offered to their coupterﬁarts under the
Pioneer Industries Act, This will be an
important measure especially in the improvement

of import-substitution industries, -

Institutional arrangements should also e
streamlined so as to delineate clearly lines of
authority interms of implihentation of industrial
projects. The abattoir project is one exanmple
where progress was impeded because of this
problem and the First Development Plan for

Tourism is the other,

5¢1e10 hlong with the aoove measures it may be desirable

that the povernment should articulate its

industrial policy interms of inward-looking vs

ovtward looking indistrualization policies. This

[
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will be of c¢reat assistance to the prospective
investors because they will be able to assess
) _ market potential here. and elsewhere and |
determine techniques of production interms of , |

planned output. Consequently such policies b

|

v
+

will enable the government to assess the e oy~
ment creation capacity of projects well

inadvance.

5.1.11 Trade Promotion Unit is part of the Ministry
of Commerce and Industry. Its functions are
to develop the export market and to deversify
it. Consequently, it is involved in export

. . |
market resecarch, export advice on products and i |

export marketing techniques. The major focus
of .this unit is on the mayketing of wool and
mohair thus suggesting th:vnarroh export base
of the economy. Export operations are not
well financed and plans are under way by the

Ministry to establish an export credit scheme,

50112 There is a credit squeeze in the economy

"despite the fact that commercial banks are
liquid. This may be an indication of the
pessimism of these institutions caused by the
major constraints, GOL will have to adopt

" measures to encourage commercial banks to
offer more loans and some credit schemes such
as the BEDCO scheme will have to be revamp
to be self-financing.

—
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INDC identifies 34 projects of which six involve
expansion of existing capacity. (Table 1)

Of these projects 22, are export oriented anc
they include umbrellas assembly, component
furniture, sheepskin products (expansion)!

meat, handbags, scoured wool, etc. It is hoped

that the first 12 projects will gnerate 124% jobs.

UNIDO projects are 40 and of these 34 are import

substitution projects and 6 are export oriented.
The import substitution projects are listed in
Table 2. It is expected that the import sub-
stitution industries will generate 1443 jobs 2t
the cost of R20,193.00 per job while export
industries will generate 696 jobs at the cost
R6458 per job. The reason for the high éﬁgt of
jobé in the import substitution industry is that
the industry is capital intensive compared to

the export oriented one and that it will depend

-a lot on imported inputs.




1.

TABLE 1

Invest- Employ-
ment cost Enmploy- Cost/job
(RO0O) ment (Rands)
In Procress
Abbattoir and meat processing 6500 250 260C0 |
Beer and ‘soft drinks 8500 250 340005
Dairy products (expansion) 200 18 11111
Pain manufacture (expansion) 140 15 9333
Carbonless copy paper 3850 360 10694
Bricks 1450 105 178C9
Bread and confectionery 215 66 49732
Purniture, joinery(expansion) 107 1a na
Sheepskin products (expansion) 127 10 12700
Component fprniture 260 25 10@00
Umbrellag assembly(espansion) 85 150 567
Fruit and vegetable canning . '
(expansion) __na _na_ na
Potals 21534 1249 17241
<
Likely projects
Tannery | na na na
Wool scouring ' na na na
Ceramic tiles na na na
Brakes, clutchesv ‘ | . 3200 122 28571
Concrete pipes 150 40 3750
Lead peﬁcils na na na
Home electrical appliances - na na na
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Table 1 continued

Table 1 continued Investe

ment cost Employ- Cost/job

(RO0OO) nent {Rands)
3. Potential projects

% Fruit joices 150 43 2488 -
é _ Kettle elements . na na na
g Brake and clutch pads 320 70 4574
Electrical switch gear ' na 40 na
Home welders . - na 25 na
. Ha?dbags 240 40 6000
i Sa?ety footwear na na " na
; N;il manufacture 454 14 32429
| Sélar heaters na na na
Bottling equipment . na 50 . . na
; Light engineering products na " 20 na
§ Furniture na na na
? Safety equipment for mining na 100 na
Ceramic tiles na na na
Biscuits and confectionery na 150 na

Sources INDC in the Industrial Sector in Lesotho by
Bernard Deaux. Maseru. 1980, Annex, Table 27

’
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TABLE 2

POTENTIAL IMPOﬁT SUBSTITUTION INDUSTRIAL PROJECTS

INVESTMENT COST PER
"CAPACITY (g?ggo) Eﬁ%}' gY_ gg_%?ns)

Poultry processing 775000 chickens 780 45 ' 17333
Animal Feed Mill 12000 tons 305 29 10417
Vepetable 0il extraction 2500 tons 800 21 38095
Bakery " 3.6 milliong 1 1b loaves 950 59 16102
Biscuit making plant S tonu/day 730 ﬂ6. 45625
Malt Factory 12000 tons 3220 47 68723
Cordials 50000 dozen bottles | 190 11 9272
Concrete Blocks _ 720000 80 . 12 6667
Concrete polés 24000 2800 90 31111
Spun pipes-and septic tanks 130000 feet ' 180 18 10000
Concrete roofings tiles 1.1 million 205 42 4881
Brick making plant 12 million 1400 58 24138
Sanitary ware insulators 1000 tons . 1215 118 10297
Wall tiless 1400 tons o , 1550 78 19272

Terazzo tiles 122 million 200 - 3 6452
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Table 2 Cont.

Glass bottle making plant
Central workshop 1/
Foundry 2/

Electroplating workshop 3/
Paintshop 4/

Agriculturai implements
Exhaust silencers

Crown cap making plant

Hot water heaters
Galvanized corrurated sheets
Shirt making

Plastic containers
Aluminium household goods

Poleythulene films and bags

Rigid pvec pipe
Detergent powder

wWashing soap
Toothbursh manufacture

Paper making plant
TOTAL

B S e m e e

.
R e o D O va ' -

6000 tens’

P R

INVESTIMENT
CAPACITY gn?gggz

000 tonsv 3000
- 400

1500 togs . 820
750 tons 295
15000 n* 460
6000 implements and 700 carts 120
1200 S5
82 milliqn 365
1500, 170
00 tons 1000
na ) 600
340 tons 450
30 tons - 500
30 tons 450
30 tons 2260
50 tons . 35
75 tons 40
230000 dozen. 85

EMPLOYMENT

100
20
35
14
17

.40
16
16
16

109

100
100

81

40
11

COSTFFER
JOB

(RANDS)
30000
20000
23428
21071
27058
3000
5938
21813
10625
9174

6000
4500

6173
11250
20545

5833
100C0
10625

8%2?%




Source

1.
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UNIDO, Industrial Development in Lesotho, April, 1979

Die and toolmaking, welding and neat treatment, machinery

and forging, ) ;

Cast iron parts

Electorpiated parts

Painting of parts.




5¢1.15 The focus of this paper is on the prospects for

resource based industries for Lesotho. Currently
many such prcjects do not exist because ILXDC
does not normally initiate projects and instead
it accepts them from prospective investors for
evaluation. There zre several projects under
active consideration by INDC and we are now

proceeding to consider them sector-by-sector.

5.2 Livestock Related Industries

5.2 01

De2424

502030

The Ministry of Agriculture is impleuxenting the
abattoir project which is to be manaced dby
LKDC. Completion of the preject is being

delayed by construction and other technical

" prodblems., This project started in.1978.with an

initial capital aid of 20 million Dkr. form DAXIDA.

The abattoir will concentrate on cattle and it is
expected that it will handle 100 cattle per day
rising to 200 at full capacity. Small stock such

as sheep and goats will 211 de handled.

As in the case of wool and mohair, stock will be

imported from South Africa initially and

eventually from within Lesotho when marketing,

channels have been cdeveloped. Feedlots are

being developed as a first step toward this

purpose,




502040

5-205.

5¢2.6

De267
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The tarcet market is Southern Africa and the

EEC, -

It would be desirable if plans could be made to
start a tanning and curing plant. Discussions
to this effect are taking place within GOL

but definite plans have not yet been drawn. All

the skins are being exported in large anounts.

There are currently two local enterprises that
could use outputs from a local tanning plant

and these are the Maluti Skins and Kabi Leather,

In é&dition there are several shoe repairers
throughout the country including a thriving leather

shop in Maseru and various retail stores which

‘carry leather goods. - '

Some of the by-products from the meat processing
plant could be developed further to provide |
inputs for the local Maluti candle factory which
is about to diversity into soap manufacturing. ‘
Excess fat could be used as an input into the

nanufacture of soap. Meat extracts could be

used for the manufacture of glues, waxes, animal

feed and fertilizers.,




5e¢2.8e

5¢2.9

- 5e¢3 Textile
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By-products from the abattoir could be supplsmented
with those from the proposed pig processing

plant which will process meat into ham and bacon.
The plant will be established during the current

plan period at an estimated cost of R500,00C. i

The abattoir could diversity into meat canning..
Market prospects for canned meat are good within
the E.E.C. especially through the Ldme convention

which provides for import duty concessions and

quota arrangements for canned meat,

Industries

5.3,

5eDe2

The wool and mohair industry can easily develop
}atﬁ‘one of the major industries in Lesotho.
Plans are underway between INDC and BEIER Group
(Pty) Ltd., of South Africa to establish a wool
and mohair industry. The BEIER Group processes
a substantiall share of the South African Wool
clip and it exports its wool and wool products
to Europe, Australia, United Kingdom, Canada and

the Middle East.

The planned project is in two phases, Phase I

will involve the combing of wool and mohair and

"Phase II scouring and carbonising. The two

processes will eventually entail sorting,

scouring to clean of the fat, crease and other

jmpurities. The scoured wool and mohair will be
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blended into feeder chambers and then carded to
open up the fibres and slivers. These slivers
will be processed further to remove vegetable

matter and other impurities.

5.3<3 The initial capacity of the plant is estimated
at 1,000 kg/day of tor and noil. This is
expected to increase to 6,000 kg/day at full

capacity of 3 shifts and a 7 day week.

5¢3.4 The buildinz will be located in Maseru and will
be constructed at a cost of 230,000 by INDC and
will be rented at 15% of construction cost per
annume .

5¢3e5 The raw materiéls Zor the ﬁroject'will be supplied
locally. This will be~acquired in bulk for cash
from Lesotho Produce Marketing Services (LPMS)
through their central warehouse in Maseru.
Collection points are already being; developed to
enable farmers to supply IFN3 with raw wool and
mohair., However, in the initial stages the plant
will sfill depend on imports of raw material from
South Africa under the Lesotho gupply lines are

developed.




125~

5.3.6 Phase I will create 50 new jobs rising to 150
upon the implementation cf Fhase 1I., MNost of these
will be machine operators who will be trained on
the job. These jobs will add to the efforts of
CARE which is currently supporting spinnins projects
throughout the country involving 8C0 rural house- ‘
holds.

5.3.7 The target market for the product is South Africa
since most of the RSA produce is exported. However,
there is also a great poténtial to sell in the |
domestic market. Over 600,000 blankets are sold
in Lesotho each year and each blanket takes about
1.00kg of wool. Clearly, this would account for
a high proportion of plant capacity. The possibility
of a blanket. based on domestic demand could be
explored and market possibilities within SACU
investigated.




5.4 Crop=based industries

-

S5.4.1

5ol 4

The existing cannery* at Mazenod origineced as
as a pilot plant to process and can asparagus, as

part of a pgreater world Bank Project. Since 1977
the cannery has continued to concentrate on
Asparagus (130 tons in 1981) as the main product
with the 2ddition of beans in tomato sauce

(60 tons in 1981).

As the existing cannery was conceived as a pilot
plant it laocks the facilities and standards
reguired by a commercial food undertaking.

Now that the cannery is totally owned by LIDC
and beinr, operated on a commerciel basis it has
become necessary to improve and expand the factorye.

Detailed plans have been prepared for this.expansion

which will cost a total of U5 S} 1/4 m1111on, and
will incorporate the following:

1¢ Diversification into other fruit and vegetable
products to enable the factory to be fully
utilised over the full 12 months in the year,
compar~ed with the present factory's less than
'56% utilisation.

2o Doubling of the present processing and canaing
hourly capacity will result in an annual
capacity of 2000 to 25000 tons per annum

3. Construction of a new building complex which
vill incorporates

* T wish to acknowledge the courtesy of IKDC
- Operations division for this addition.
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(a) A processing area of 2000m*, compared with
the existing area of 600m’.

(b) adequate storage for raw materials-and finished
products,

(¢c) The building specifications to be at *"food
factory" standards with regard to food
hygiene and clean working environment,

(d) Adequate toilet and cloakroom facilities
for up to 300 workers compared with
She present cannery which have totally
Inadequate toilet facilities and no cloakrrom.

(e) Handwashins facilities to food factory

standards, the existing cannery has nonej; c%hfeen
facilities; adequate office accommodation; and
quality control laboratory; factory utilities
building and improved road infrastructure,

In parallel with the plans for the cannery expansion,
schemes are being finalised for the production of
the 2500 tons/annum diversified ¢rops required,
Choice of crops will depend on harvesting times

and market requirements. Climatic conditions, etc.
irrigation requirements and types of soil -

will also have a major bearing.

It is proposed that up to 50% will be grown in a
nucleus farm, located close to the cannery and

wholly owned by ILNDC. This farm will be professionally
manaced and use intensive farming techniques.,

Training of farmers will be a major responsibility

of the nucleus farm,

The other 50% will be provided by an expansion of

. the existing farmers, probably organised into

co~operatives,




5.4.8

5.4.9

5.4.10

S5.4.11

The Ministry of arriculture should consider
developing vegetable farms. Haw and canned
vegetables could then be marketed locally through
the chain stores which have recently entered the
Lesotho market. ©Such vegetable farms could do well
under irrigation using water from the proposed
irrigation schemes.

Lesotho needs to develop agriculturc as a basis for
industrialization. To this. end, the government

has initiated a number of schemes and measures to
improve agriculture. The most recent scheme is

BASP which aims to provide farmers with better

seeds and fertilizers, credit faciltites and adequate
extension services. Marketing agencies are being
developed but it will be important to adopt a sound
pricing policy s0 as to regain the confidence of

the {armers.

The Pathenon Pilot paint plant was identified in
1974 by a UNIDO expert. In 1977 BEDCO was
jdentified as the implementing agency but could
not go ahead because of lack of capital. The
total cost for the plant was estimated at }M330,850,
UNIDO was to provide the rest for building costs
and working capital.

ILNDC has since taken over the project and has signed
a joint venture with Plascon Evans, a South African
company whose subsidiary in Lesotho is called
Parthenon Faints, The Jjoint venture agreement was
signed in 1979 and it provides for a %0% share for
each partner tenable at the lMaseru plant. INDC is
also expected to invest the paint machinery in the
préject and there will be an equal number of
directors from each side., The factory will operate
in July/ August, 1982,
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Loti Bricks is another project based on local
resources. The feasibility study for this project
was completed in 1975/76 by UNIDO. The study
determined that there were adequate clay deposits
to maintain a viable brick industry. The clay
reserves have been estimated in excess of 2 million
tonnes. The clays are classified into Alluvial
Clay. This variety of clays especially the Upper
clay makes it possible to form different clay
bodies such as monochromatic and polychromatic
bricks which can be exploited for cormercial purposes
These clays have been found to be free of any
serious impurities.

The Loti Brick factory was established at Thetsane
and it started operation in 1980, Its annual
capacity was established at 12 million bricks

i

per year and is expected to hire 140 people when
it reaches full capacity. Loti Bricks is a )
German financed project. and it was established at
an estimated cost of R1.5 million and is aimed at
producing for the local market,

New clay deposits have been found at Tsikoane and
the Tsikoane Brick Froject is underway.

Clays for the production of ceramics were identified
in the Mafateng areas by a UNIDO team. These

clays are of high quality and as a result they will
be used for the manufacture of ceramic clay tiles,
pottery and sanitary ware. A feasibility study to
be finsnced by the European Investment Bank is

soon to be underway.
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5.5 Mineral Resources

5¢5.1

5¢5.2

Water is perhaps the major resource of the country
but it is currently under utilised. Currently it
has been provided for human and animal consumption;
fish farming and small irrigation schemes. GOL

has determined that the best way of utilising this
water is for hydroelectrlc povwer gener-tion and

a water use plan has been drawn up, with proaectlons
up to year 2000. Included in the water use plan are
irrigation schemes and fisheries development.

The mineral potential of Lesotho is not fully known.
Feasibility studies are on-going to determine the
commercial viability of several mineral deposits., :
Planned expenditui. for the development of mineral
resources for the current Plan period is as indicated
in the table 3 below. )

-

TABLE 3

PLANNED EXPENDITURE MINZ:Al RESOULCE
( In thousands of Maluti, 1980/81 Prices)

Geolozical Surevey 45,
Kao Diamond MNine 1040
Co-operative Diamond

Digging 966
Coal and OillExploration 500

Clay turvey Testimgn(sic) 18
TOTAL 2,569,
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GOL is investing a lot of money in exploration
especially on the.purchase of equipment because
previous finds were constraint by poor equipment.

In addition, it is felt that these high costs

are justified in view of the increasing costs of l

0il and fuel. ;

5.6 Wildlife and Fisheries-based industries

5.6.1

50642

There are no plans to develop wildlife and these

are not envisaged within the short-run. Kowever,

It reem as if the country could accommodate wild-
life development since 64% of the available land for
agriculture is suitable for grazing. .
It:méy be appropriate to estéblish a department of
wildlife and national pa}ks. The development of
wildlife may lead to the establishment of wildlife
based manufacturing industry and also provide jobs

for people in the rural sector.

5.7 Porestrv-based Industries

5071

Forestry is being developed for purposes of soil
conservation snd production of fuel wood. GOL

has a long=-term programme to develop a multi-

pﬁrpose forest products industry.
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CHAPTER VI

SUMMARY AND CCHCLUSIONS

6e1e1

6.1.2

6e1e3

The major development objectives for GOL during the
Third Development Plan are employment creation through
industrialization and rural development. These
objectives are aimed a2t reducing dependence on RSA;
increasing social welfare; promoting social justice
and encouraging mass participation in the development

process.

GOL will achieve these objectives by implementing well
planned projects and major schemes such as the watef |
projects and other village based schemes. The projects
will be selected carefully so that they are labour |
intensive, have growth potential, are commercially .
viable use Yocal raw materials, use little wateér und

have low power consumption.

The major constraints to development are lack of raw
materials, inadequate trained manpower,inefficient
industrial - ranization and management, shortage of
working capital, poor marketing channels; unsatisfactory
arrangements within SACU; monopolistic RSA companies
which tend to flood the local market with cheap

finished products and a high external tariff wall

around SACU against which the country has no discretion,
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6e1.4 Ninety one percent of the population lives in the

: 6.1 05

6.1.6

6.17.7

rural areas while nine per cent lives in'urian arsas. As & re
GOL will implement several rural based projects around

the conceptg of Integrated Rural Development (IRB). -

The Ministry of Rural Development will be strengfbened
along with all its units to make it more effective zs

an instrument of rural development. About VM8 million

will be spend on village infrastructure, appropriate
technology renewable energy, establishment of rural
tunneries and food preservation. Women participation

will be strengthened.
| , :

f
The Land Act of 1979 will be enhanced by passing
;

subsidiary legislation such as the town and country Act

jand s.m_lar legislation aimed at improving lanc
‘utilization. The broad aims of the legislation are

. to consolidate agricultural land and to ﬁrovide for

security of land tenure.

GOL also plans to improve livestock, hatcheries and

poultry products and fish production,

The formal sector projects are aimed at reducing

dependence on RSA, To this end ,several import-
substitution and export oriented projects are contemplated,
Local resource based projects are few because the
regources of the country are not yet fully known.
Consequently projects utilizing imported materials will

be established in the first instance.

g
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During the Third Plan GOL will spend M3 millicn
on resource development., Specifically she will
improve mining by conducting geological surveyrs
and analysing information already available.
Enabling legislation will be passed to make it
possible to exploit resources and the Eighland

Water Scheme will also be implemented.

. The Ministry of Commerce and Industry is

responsible for industrial policy. ILIIC

implementspolicy embodied in the Pioneer {
Industries Act and the Industrial Licensing
Board. The current incentive.package for
attrgcting foreign investment into the country
is.comparable Fo that of other countries uéigg

the same system. It would be desirable,however,:

- to evaluate the effectiveness of these incentives

and their competitiveness within the region.
INDC might want to consider complementing

its training grant by proposing apprenticeship
laws to provide for a more stable labour market.
In addition, industrial land banks ray be
established so that industrial land is always

availahble and is concentrated in one area,
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6.1.10
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INDC should also draw-up many projects available
on request to facilitate investor choice. These
projects should preferably be comprehensive and
should reflect all possible linkages. Accounting
prices and cost benefit analysis should be ?
introduced to help evaluate prcjects. The open |

door policy which is currently being used may

not result in rational project selection,

The termé of refé?ence of the Industrial ILicensing
Board should be extended so tiLat is should
control behaviour of enterprise to ensure that
objectives are dbeing met according to incentives
given. Legislation should also be passed to.
ensure that the Licensing Board can mandate
certain action from enterprises enjoying
incentives. Currently, there ére no laws that
mandate enterprises to observe GOL industrial
objectives, Consequently, legislation should
ensure that if an enterprise is approved on the
basis of labour intcnsive capital, such capital
is used, The questions of utilization of

local raw materials, training of unskilled

, L}
labour must also be taken into account.

'Concerted effort should be made to provide

services to local enterpreneurs. These services

should be broad and should help local enterpreneurs
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6.1.13

6.1.14
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vith exports and expansion in the local rarket.
BEDCO has interprises that could produce
extlusively for export and these must be
assisted by extending the services of the
Trade Promotion to them. In addition, means :
should be explored to provide some of the j
incentives enjoyed under the Pioneer Industries :

Act to promising local small scale industries.

Efforts should be made to improve the local
resource base especially in the area of
agro-Industries. The possibility of producing
vegetables on a commercial basis exist and could
be enhanced by irrigation methods using water

from planned hydro-electirc schemes,
GOL could consider developing wildlife and
Nationél parks for purposes of attracting

touristse.

Employment opportunities for university graduates
in the private sector are currently not good.
Lbout 80% of the people employed in the private
sector have high school and less Foreign
enterprisés normally prefer to bring their own
skilled people, thus making it difficult to
absorb NUL graduates. It is desirable to

explore improving this situation.
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6.1.15 GOL should articulate the emphasis of her

- industrial policy so tkat it is clear whether
it is inward or outward lookinz. In this
manner investors will have a clearer policy
of what to expect. They might have an
impression of the kind of assistance they
might get if policies are geard for export or

expansion in the local market.
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ANNEX I

PROJECT PRCFILLS

Project profiles are not available in a conventional sense.

However, a handful of feasibility studies and project

descriptions are available for the cannery, paint plant,

wool and nohair and clay brick factory. These are cescribed

below.

Te

Lesotho Cannery Project

Objectives

!
{

j
The;objectives of the project are to expand current
capacity at Mazenod;‘to establish a dynamic production
facility; to identifying a diversified range of fruit and
vegetable products; to-establish a good cannery/grower

relationship and to increase profitability.

The plant currently cans asparagus,and beans—in-tomato-sauce;
In 1978/79 the factory handled 70t producing 25,000 ceses

of 24 x 1 M(410 g) cans. When the nevw equipment is

installed capacity will increase to 75,000 cases or 2CCt,.

The current markets for the produce are the EEC and RSA,.

However, success with the RSA market will depend omn the

_price structure to give the plant a competitive edge.

The plant aims & getting 10% of the RSA market which is
equivalent in 1978 to 1,430,000 cases or 24x 1M cans,




Aspararus

The following yields are expected following a concentrated

crooping schedule.

ESTIMATED PRODUCTION

ESTABLISHIZNT IN ha  pRoM PRIOR ESTABLISH=

MENTS
THIS YEAR COMULATIVE ha t
1979/80 - - ' 35 65
1980/81 15 72 45 90
1981/82 25 92 ‘ 57 130
1982/83 25 112 69 155

1 Assuming a 20% failure rate throughout.
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The project duration is three years and it is hoped that

~during this period crop bahaviour will also be assessed.
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Peint Pilot Plant

The aim of the Project is to produce paint using initially
imported material while gradually substituting local
ones., Labour will also be trained as the project is |

implemented.

The product will be standardised to make it competitive

with RSA products.

The project is to be financed jointly by INDC and UNIDO and

the plant will be managed by INDC and Plascon-Evans/ |
Parthenon paint company of RSA. The plant is to be }
commissioned in July/August, 1982, f %

Wool and Mohair

This is an INDC project to be established in collaboration
with The Beier Group of RSA., Phase I of the project will
involve combing of wool and mohair and Phase II scouring

and carbonising.

The initial capacity of the plant is estimated at 1,000 kg/
day of top and noil growing to 6,000 kg/day at full

{
capacity with 3 shifts per day for,a 7 day week. The

envisaged market is RSA,
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INDC will provide the dbuilding éosting M230,000., 70%

of which will be financed through a loan from tﬁe World
Bank and 30% by INDC., INDC will also give a loan of
163,210 at 13% per annum to The Beier Group. - - -

Clay Brick Factory at Thetsane

The Clay Brick Factory at Thetsane started operation in
1980, It is designed to make 12 m bricks per annum on
a single shift basis. The brick quality is in three

grades and sell at an average of M?70.00 per 1000.

. The project was established at-a cost of M1,351,179 of

which M600,000 was a long term loan and M750,000 share |
holder's capital (incorporating M550,000 of the West
German loan), Dividends in the range of 8 to 16% will be

paid after 4 years of operation.
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ANNEX 2

SOURCES OF INFORMATION

The Third Five Year Development Plan 1980-1985 is the basic
source of information. It is 381 pages long diagrammes and
has several tatrles but no diagrammes. The plan provides basié
information on the economic conditions in Lesotho and sectorél
policies and strategies. Information on projects is included
in the Plan but details on agriculturel projects can be found

in a separate publication called Agricultural Develoorent =

A Blue Print for Action issued by the Ministry of Agriculture

as a supplerment to the Plan,

Information that complements data included in the plan is ,
contained in recent studies prepared by the World Bank/UNDP
Team attached to the Central Planning .and Deveiopmgnt Office.

Some of these studies are as follows: Options for the Lesotho

Economy in Year 2000, = Perspective Plan Alternatives by

Dr. H. Kizilyalli, (Februay 1982); Econometric Model of

Lesotho Economy by Dr. William H. Waldorf (Jyly, 1981);
Kational Accounts of Lesotho 1967/68 ~ 1979/80 by Dr. Dushan

Milikovic et al (June, 1981); Lesctho Econoric Indicators by

Dr. Dushan lilikovie (June, 1981); Pertinent information can

also be found in Kinedom of Lesotho Country Paper - United

Naticns Conference on Least Developed Countries, Maseru:

Central Planning and Developrent Office, March, 1981

Employment Projections and Manmower Development in Lesotho

1975-1980, Maserus Central Planniﬁg and Development Office.

Beptenber, 1976,
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Infeormation on employment and industrial establishments can

be found in A Survey of Employvment and Manpower in the Private

and Parastatal Sectors in Lesotho in 1220. By Dr. Kweku Q.A.

Appiah. Maseru: National Manpower Secretariat. October, 1084

and Survev of Esgtablishments in Lesotho 1980 by Mr. S.S. Holda

Maseru: Departrent of Labour; September, 1981,

The Bureau of Statistics also issues studies of interest.

These include the Annual Statistical Bulletin 19803 1976

Population Census Volumes I, IT, IIY and IV: Livestock

Statistics Census of Industrial Production 1969/70 -

1975/76. The Bureau publishers 50 surveys of varying

quality on different topics.

Information on the industrial sector can also be found in a

study ent1tt1ed The Industrial Sector of Lesotho by Beranard

To<
Decaux prepared for GOL by the World Bank and dated 7th March,

'1980. And another relevant study is A Comnarative Study of

Incentives Cffered to Foreign lNMarnufacturing Investment in

Lesotho_and Nearby Countries. Maseru: ILNDC April, 1982,
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