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!!/\SIC ECONOH~C INFORMATION 

!ndicatcrs 1985 1986 1987 1988 1989 

GDP M Mi 11 /a 308.9 311. 0 333.3 374.9 382.7 
GDP ~ change 3.3 0.7 7.2 12.5 2.1 
GNP M Mill /'3. 572.4 ·560. 4 597.8 656.9 638.2 
GNP % change -2.4 -2. 1 6.7 9.9 -2.8 
GDP per capi:.a H 205.0 197.0 205.0 226.0 22".o 
Population • •)00 1502.0 1577.5 1618.0 1670.0 1738. 0 
Exports fob '4m so.a 58.0 94.7 144.9 171. 5 
Imports cif !.fm/c -750.0 -807.4 -954.8 -1292.6 -1243.0 
Current Account -15.4 -20.2 -22.7 -156.2 --1g.a /b 
Exports fob Mm /c 50.0 58.0 94.7 144.9 171. 5 
Imports cif Mm /c -751.0 -807.4 954.8 -1292.6 -1243.0 
Current Acco•Jnt -15.4 -20.2 -22.7 -156.2 -49.8 /b 
-----------------------------------------------------------------
~1 constant 1980 prices /b preliminary estimate /c current prices _, 

Lesotho: Total Land area, 30,355 km 2 
300,000 he Total arable land area, 

Currency= Haloti, H 1 Loti = 1 Rand = $0.30 

ORIGIN OF GOP, 1989 Mm /a COMPONENT OF GDP 1989 Mm /a 

Sectors 
Agriculture 
Manufacturing 
Utility & Ccnstr. 
T~ansport & Comm. 
Government 
Other 
GOP at factcr cost 

~ cf total 
54.7 
47.7 
3.3 

14.9 
99.2 

121. 5 
241. 3 

% 
Private consumption 
Govt. consumption 
Gross fixed capital 
Change in stock 
Net exports of goods 
Imports of goods 
GDP at market prices 

Source: 198~ Annual Report, Central Bank of ~esotho 
/a co~stant 1980 prices 

MAIN IHPORTf (1985) HAIN EXPORTS (1985) 
in million ~aloti, fob in Million Maloti, cif 

of total 
s1s.e 
90.7 

147.4 
o.o 

75.0 
356.3 
382.7 

Meat, grainf & beverages; 
Fabrics and garment 
Transport ecuipment 

145.2 
49.0 

123.6 
73.7 

Diamond 17.9 
Mohair 12.e 
Hides & Skins 11.3 

Misc consum~r goods 

ii i 



LIST OF ABBREVIATIONS 

BEDCO 
CM.A. 
H 
EP ! D 
GDP 
GNP 
!SIC 
u:c 
LHDP 
LMA 
LNDC 
LCC! 
MOF 
MTI 
f-!VA 
NGO 
PTA 
P.SP. 
SACU 
S.A.DCC 
SSE 
Ti\. 
UNCOF 
L'NOP 
tmIDO 
we 
!ODA 
BLS 
~12 

~1DPF 

SAF 
ES.A.F 
!MF 
EC 

African, Caribbean and Pacific States 
Basctho Enterprise Development Corporation 
Com.rnon Monetary Area 
Sy~bol fer the National currency (Maloti) 
Economic Development & Planning Ministry 
Gross Domestic Product 
Gross National Product 
International Standard Industrial Classification 
Lesotho Electricity Corporation 
Lesotho Highlands Development Project 
Lesotho Manufacturers Association 
Lesotho National Development Corporation 
Lesotho Chamber cf Commerce and tndustry 
Ministry of Finance 
Ministry of Trade and Industry 
MEnufacturing Value Added 
Nc·n-Governmenta 1 Organization 
Preferential Trade Area 
Republic of South Africa 
S~uthern Africa Customs Union 
Scuthern Africa Development Coordination Conference 
S~all Scale Enterprises 
Technical Assistance 
UM Capital Development Fund 
Ur.ited Nations Development Programme 
Urited Nations Industrial Development Organization 
Wc.,rld Bank 
Ir~dustrinl Development Decade for Africa 
9otswana, Lesotho, Swaziland 
Bread Money Supply 
H~ners' Deferred Payments Fund 
Structural Adjustment Facility 
Enhanced Structural Adjustment Facility 
International Monetary Fund 
European Community 

iv 



SECTION 1 

QVERVIEW OF ECONOMY 

~. 1 Ibe Chal l~mge __ gf IOPA 

Lescthc is a small country in Southern Africa with 3 

~opu1~tion cf ar-cund 1. 7 mi 11 ion. It is uni~ue ir. be1ng a 
geographic enclave completely surrounded by another country, 
the Republic cf South Africa (RSAJ. Lesotho's dependence on 
its powerful nei~hbour is al 1-e:nb~acing and influences e·:ery 
aspect cf the country's eccncmy. Its physical resource base 
is very weak_ This is the starting point frcm which tc ta~e 
~n:,1 ".'i~l-: cf the f~ture cf Lescthc, a task \-thich is ·.'erv 
diffict:lt at the cresE>nt time, gh·en that th~ time horizon ic; 
2000 (the end cf the second !DOA), and given also that the 
?ntervEning decade will be one during which fundament?.1 
political and economic changes will occur in South Africa. 

The fact that the decade cf !DOA 2 will be ane cf chan~e in 
~SA is !·mown: what is un~ncwn is the e>;'lct nature cf these 
changee, whether the transition will be re~at1vely smooth or 
tr3umatic, and therefore what the implications of those 
-:-.hangee will be for Lesotho's economic development. This 
de3ree cf uncertainty places great constraints en the 
prcd!..!ct. i en b:: LeEctho cf a nat i ona 1 programme fer the second 
!DOA. In terms cf providing a vision cf the future, the mc~t 
that c.Jn be done is to 1 eek at \"/here the economy and the 
manufa~turing sector in par~icular are new, examine th~ 
f3ctorr that condition their development, present a reasonable 
Ret cf objectives fer the Decade, and suggest some way£ and 
rneans that would enhance the chances cf realizing them. Since 
\-:e are designin:J a programme fer !ODA 2, its regicn:'!-1 
imp1ic<:ticns alEC' need to be included. This creates especial 
difficulties sir.ce not only will Lesotho's all-embracing 
neighbour underg0 major change in the Decade ahead but so a 1 so 
will the ent~re southern African region, and indeed the whole 
of .o\fr:ca. 

This b!·ings •..1s b:1ck to our starting point. 
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0n1y 12 per cent ~f the land is suit3ble fer arable p!'"cdu=tion 
and y i e 1 ds have bse!"! dee 11 !1 "! ng at 2 µer :.ent a }'ear en aver:?.gg 
1n the last de=ade due tc soil erosion, peer farming 
practices, and fr~quent droughts. Retu~ns tc agriculture have 
typically been f~!~ 1ct·!er than ret!..lrns tc migrant e!np1oyment 
opocrtunities in South Africa. Abcut two-thirds cf the land 
is cnly suitable fer grazing: 8asctho value their large herds 
~f cattle and other- animals - and not a1t-:ays for generating 
~ .1come. The men :re the herders and the women grm·: th~ r ~cd. 

A new Land Act was passed in 1979 creating the possibility cf 
~ecu!'"e tenure fc!- farmers and the inheritance cf 1 and - and 
:'!!a!: i ng it poss i b 1 e fer \"fcmen tc be designated as heirs. 
Ne~e!'"theless. ever one-quarter cf rural households are 
l:ndlees. Pressure on land allied to the herding tradition 
have lEd to dange!'"ous lands cf over~razing which in turn has 
caused the sail erosion problem. Normally, Lesotho imports 
~bout 25 per cent cf its basic foodstuffs. The Food Eelf­
~ufficiency Project, under \·!hich the government provided leans 
tc farrrers and undertook direct farming operatic"s on behalf 
cf village cooperatives, was unsuccessful 1ar3ely due to its 
gxcessive budgsta~1 ccsts and because ~f the impact cf drcught 
en the sector. The main crop is mai~e: major wheat 3nd maize 
min in2 complexes \·!ere estab1 ished in t1e 1980s b~t beth 
depend largely 0n imported grain. Average yields have 
declined. The O!ily areas where t~ey have risen significartly 
have b~~en ':!her-e expensive capita 1- i ntcgns i ve techniques ha,1e 
been u~ed. Production of high-quality asparagus, beans, and 
fruit 1s being promoted. Lesotho's narrow agricultural 
resource base wc~!ld be better employed pi-educing such high­
value caah crops. They offer high v~lue-added production and 
emplcy~ent opportunities in the manufacturing sector and 
promote ""in•tisible'" expert e:r!'1ings b}' pro•:iding supplies of 
fresh produce to the tourist industry. 

1.'1 r:QP-ulation and sccio-~~gnomic indicators 

The por·ul at i en i c current 1 y est im3ted at 1. 7 mi 11 i en. H·e 
1905 Ce~sus re~orded 1.577 million including migrants working 
in Sout~ Afric~. The ratio of women to men is unusually high. 
0f the je jure population of 1,577,COO in 1985, 760,000 er 48 
per cert were male and 817,000 er 52 per cent were female. 

3 
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Grc~§. D~~t i c Product___by kind of Economic !.ct iv i_~ 
at CQns~ant 1980 Prices 

!~a1cti ~-~illi·:n 

C'r-nt'"\nm;:- Art-; ,;+"v 
- --· ·-···. - • ·- - ••• -J 

Primary Secto: 
.~.griculture 

Mining & Quarrying 
Secondary Sector: 
~~anuf acturi ng*s 
E1e~tricitv & Water 
euildina & Construction 
Tertiary Sector: 
Wholesale & R,tail 
r·~-tor; ,,,., 
-~~-· • ":I 

Tra~s. & Comm~nication 
Fir.~nce & !ns~rance 
Feal Estate & Business 

198-1 

54.9 
53. i1 

1. 5 
58.8 
27. 2 
2.3 

2~.3 

157.6 
23.3 
3.9 
7.-1 

15.7 

1985 

53.7 
51 • 1 
2.5 

69 .1 
28.3 

2.4 
38.4 

160.8 
2-1 . 6 
1. 1 
7.7 

17.2 

1986 

50.9 
49.8 

2. 1 
E5.5 
32. -1 
2.5 

30.7 
175. 9 
25.4 

4.6 
H:. 1 
20. 1 

Services 7.8 7.5 7.5 
(~vm9rship of ')we11ings 18.5 18.9 19.4 
Public Administration 36.3 36.1 10.2 
=du=ation 32.0 32.3 3~.7 
Health 7.6 7.1'1 8.6 
1~·ther Services -1.8 5.0 5.2 
Sub-total 273.3 283.6 292.3 
Le~~: 

Imputed Bank Charges 
GDP at Factor Cost 
Plus: 

Ir.direct taxes, net 
GDP at Market Prices 

16.0 
255.2 

43.8 
299.0 

~~urce: Bureau of Statistics 
.. Preliminary estimates 
~•includes handicrafts 
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265.7 

-13. 2 
308.9 

20.7 
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39.3 
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1987 
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74.9 
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37.6 
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37.0 
341 ? 
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C-::nstruction h~s been growing st~on~ly during the ·!ast. few 
years, reflecting in particular work en the Lesotho ~iighland 
Water Project. Since the project in all its stages ~ill net 
be completed until well into the next century (at a tctal cost 
cf at least US $2.5 billion), the c~nstruction sector is set 
to perf·:Jrm strongly - and spark off significant spin-off 
a(:tivities throughout the period of IDDA 2. The establishmgn!:. 
cf ::cnstruction-supportive industries, including cement, is 
already under active consideration. 

Lesotho is a small open economy. Like all small lacc­
i r.dustr· i a 1 i zed ccuntr i es which are part of sub-reg i ona 1 
arrangements dcminated by a large, mere industrialized partner 
and involving linkage at par with the large partner's 
currency, the use of the major instruments cf macrceccncmic 
po 1 icy is severely constrained. Al though po 1itica11 y the 
small ccuntry is a sovereign independen~ state, as an economy 
it is constrained in effect tc operate like a disadvant!!ged 
rE:gion c·f the combined economic groupi'lg. Free movement cf 
goods and largely unconstrained movem£nt cf the factors cf 
product~cn (labour and capital) tend to cause both labcur and 
capital to migrate from one region t-::> another within the 
combined economic area whenever a sufficiently large gap cpens 
up in the rewards to labour and capital (waqes and interest 
rates) between the countries in the grouping. Since ~ormally 
it can be expected that \'tages, at least, (if not interest 
r utes) w i 11 b~ 1 ower in the poorer, 1 ess- i ndustr i a 1 i zed 
country than in the richer country, there will tend to be a 
rct out-flew of labour from the former to the latter. Capital 
\·1~1ul d a 1 so tend te: move in the same di rcct ion un 1 ess interest 
rates in the disadvantaged area are maintained more or l~ss 
at par \·tith those in the more-industrialized area. Indeed, 
it might be advisable to keep them at a higher level were ~t 
not for the fact that this would di~courage borrowing by 
industr·ialists - and therefore investment by local and foreign 
industrialists - in the less-industrialized country. 
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A!~cthe r- effect en the srna 11 open eccmcmy in a reg i cna ~ 
arT:mgemer.t with a 1ar'":!r mcre-industri~lized country is the 
ef'fect o!'l prices. ~ir.::e a customs uni en or other simi 1ar 
reg i cna 1 arr'.?ngement is designed tc enc!"·.: rage trade and s i nee 
that tends to result in the less-industrialized region 
importing most cf its capital and consumer- goods frcm the 
mere-industrial ?zed partner, prices wi 11 tend tc reflect those 
i?'? the 1atter co~!ntry. Price rises will be transmitted 
d1rect1· from 1t to the less-industria1ized country. The most. 
it can dr in terms of controlling inflation, therefore, is to 
see tc it that production and distribution activitie~ in its 
o\"!n econumy are as efficient as possiblP sc that local costs 
de not add on any further inflation3r/ ~ffects. 

Another import.ant effect en the smal 1 open economy which 
derives fr-cm the mcbility of goods and factcr-s is that m~P is 
fr~quent~y significantly greater than GOP because cf the 
inflow of migrants' remittances. (!n Lesotho's case its GDP 
is norma~ 1y around 50-5-t per- cent of mJP) 
It is ag3inst this general background that the operaticn of 
m2cr-oeconomic policy in Lesotho can be e~amined. 

LS .1 Monetary Policy and Financial Institutions 
Lescthc dces not operate an independent monetary or exchange 
ra~e policy. With RSA and Swaziland, it is a member cf the 
Cc!'!'mon M·metary Area. The 1974 agreement, which was revised 
in 1996, provides access tc the South African capital market 
f0r the Lesotho banking system. The Lesctho currency, the 
lcti (plural maloti), was introduced in 1979 and the Cent~al 
Bank Nas established in 1982 tc iss•Je the currency and to 
maintain a stable and effective monetary system. Maloti issued 
by the Centra 1 Bank have to be backec by a 100 per cent 
reserve cover, over 60 per cent of which is in RSA rands. The 
exchange rate is fixed at par with the ~and which circulates 
freely in Lesotho. As a result, monetary and price 
deve l cpments are bas i ca 11 r a ref 1 ect ion cf South .a.fr i ~an 
monetary pol icy. Through the pegged e~change rate and the 
free flew cf goods, South African inflation is transmitted 
directly to les~thc: in 1989 the average annual inflation rate 
in Lesot!"lo was 1-t. '? per cent. 
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Lezothc is a high1y mcr.etized econcrny for a country of its 
in~crng 1eve1 3nd the degree of monetization grew throughcut 
the 1~~Hls. •)ver or.e-third of a11 hcuseholds ha\•e savir.gs 
ac=ounts: thi3 is largely a consequence of the ~ay in 
~hich miners' earnings are transferred bac~ tc Lesotho 
!through the ttiners' Deferred Pay Fund) ~nd t~e delay bet~een 
the fr h ~ i ng earned and ~pent. The bread mone >' supp 1 }' ! M2) in 
Lesotho ~s dEfined to ~nclude not only money in circulaticn 
:H1~ bank depo:;its but a1so the Deferred Pay F:ind so the M2/GCP 
-~tic is exceptionally high at 50 per cent. !f H2 is related 
~~o G!!P - ar-g~ably :=t more re1evant level cf economic activity 
3nd purchasin£ pcwer in Lesotho - the ratio falls to cne more 
!1or-rnal for lc-~-income countries; if the HDPF is excluded the 
ratio falls even further to 24 per cent, the lower range for 
~uch countries. Ho~1ever 1 if an estimate for the -=irculaticn 
of South African rand which circulates freely in Lesotho were 
ad~ed back i:1 and if, moreover, Lesotho residents' holdings 
of ban~ deposits in RSA could also be taken into account, the 
ratio of mcney to economic activity in Lesotho wculd again be 
seen tc be significantly above average for its stage of 
economic dev~1cpment. Mobil izaticn cf this money through th~ 
finan=ia1 system is essential for providing the resources for 
invest!nent. Lesotho has been reasonably su-::cessful in this 
regarc to date. 

!n addition to the Central Bank, the financial sector incl~des 
two ether s3gments. They are ! a} depos i tcry institutions. 
c~nsisting cf the three commercial ban~s ~the- government-owned 
Lesotho Bani.. and the 1oca1 branches cf twc 1 ong-es tab 1i shed 
!:!!"it i sh bani s, Standard Chartered and Bare 1 ays) • two 
g0vernmentc\·med speci3lized ban!~s (the Lesotho .l\gricu1tural 
Development Bank and the Lesotho Building Finance 
~crporaticn),and a 73-member rural credit union system, 
the Lesothc· Cooperative Credit Union league; and (b) the 
ins!.ir:mce sector which includes the Lesotho National Insurance 
i:0mpan}' in •.-1hich the government is the rnajority shareholder, 
nine broker-s and a re 1 at i ve 1 y 1 arge agent for an P.SI. 1 i fe 
assurer. In addition, the two ir.ductrial development 
a gene i eE, the Lesotho Nati ona 1 Deve 1 ;Jpment: Corporation and, 
to a much lesser eY.tent, the Basuto Enterprise Development 
Corp:-rat i er., have been i nvo 1 ved in prcmct i ng economic act h• i tr 
through lendin~ functions, especially to the manufacturing 
~ectors. 

9 



The Central Bank determines m1n1mum deposit rates and the 
prime lending rate fc~ commercial ban~s. Generally interest. 
!'"ates set by the Cent.!'"al BanJ; are slightl~_, lower than in the 
~SA as a means cf pro!!!Cting domestic de~.and for credit. Other 
!'"ates are ~arket-determined but are essentially in line with 
t.hose in the P.SA. With the same objective cf stimulating 
domestic utili~aticn of credit, minimum local asset 
!-equ? rement.s fer the commercial banks have al so been 
established. The banking system has tended to be very liquid, 
partly due to the lack cf profitable investment oppcrtunit1es 
~nd - especially in the case of small-scale enterprises (SSEs} 
- lack cf acceptable col 1ater3.1 which has made the banks 
!'"eluctant t.c lend. The Lesotho eank has been exempted from 
paying company ta~ in exchange fc!'" its su:iport in developing 
domestic entrepreneurial capacity. Its willingness an1 
ability to lend tc SSEs will be enhanced from new en with the 
deposit at the Central Bank cf a grant of US$ 1.5 million from 
the !J!'l i ted Nati on~ Cao i ta 1 Deve 1 opment Fund ( UNCDF) which w i 11 
capitalize a re'!<:lving fund fer lending to SSEs and whcs: 
ex is t.ence tt i 11 act a~ a guarantee to the Lesotho Bank in 1 i eu 
cf cc11ate!·al. 

~ • 5. 2 fiscal Policy and the Public Finances 

In Lesotho, budgetary data, as published for example by the 
Central Ba~k in its annual report, does not separate revenues 
and expenditures into current and capital sub-divieions. 
Instead, beth recurrent revenues (mainly c!Jstoms receipts and 
taxes) and grants (fer capital and recurrent purposes) are 
combined u~der the heading "Total Receipts" and both recurrent 
expenditures and capital expenditures are combined under the 
heading "Total expenditures". As a result, a "surplus" and 
a "deficit~ mean an overall (recurrent and capital) balance. 

!n recent years, total government expenditures (recurrent and 
capital) huve exc9ed9d 55 per cent of GDP and approached 60 
per cent in 1983-8~. As revenues fell from as much as 48.5 
per cent of GDP in 1984-85 tc under ~O per cent in 1988-89, 
the government's overall deficit as a share of GOP rose to 
v·ound 20 per ce~1t by that date. The major i tern on the 
revenue side has bee~ customs receipts through SACU; ethers 
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! n~ 1 •.Jde sa ! es t.a:~es, i nccme taxes, and company taxes. As part 
of the conciticns att.a-:::hed to the 2-year st~uctura1 adju~tment. 
fac i 1 i ty ( S.".F) agreed with the IMF, the government has adopted 
str~~gent measures to reduce the size cf the overall deficit. 
The!"e has been !!Klre success to date on the revenue-raisin~ 
side than en the expenditure-reduction side. The main 
cont.r i butcrs tc the recent. growth in revenPe have been customs 
rec~ipts end sales tax receipts, the latter the result cf 
imp!""overnen~s in the ccllecticn machinery and the brcadeninJ 
cf its bas~ to include public utility services. 

On the expendit.u!""e side, the problem which e'M!rged ir •e 
!~~0z was !lot jt.:st c!1e of increased public spending bu~. '.:! 

3 ::h;ft cf recurnmt. expenditure away from eccr.omic and soc1a1 
ser': ices. eetwee!'l 1 ~S5/e7 and 19!!9/90, i ~1terest payments on 
pub1ic debt have almost trebled from M29.4 m to H82 mas Table 
1 • 3 shC\'1S. 

Tab1e ~-Z ~vernment Expenditure 

Ma 1 c:ti ~"!11icn 

P.ecurrent Expen::!iture 
Personal emoluments 
l!~te~es.t payments 
s~bsidies and transfers 

Ot!:er gccds and ser'li ces 
Capital E~penditure 
T~ita 1 

P1er.iorandum It.em 
Go,:er!"!ment. Savings 

Pre1imi- Prelimi-
nary nary 

Actuals Estimates 
'95/85 '85/87 '87/89 '88/89 '89/90 

222.7 275.9 302.9 384.0 1!12.9 
1OS.1 112. 9 11?.2 170.0 180.9 
20.7 28.4 29.9 '13.'1 82.0 
17 .0 17 .2 25. 1 2e.1 25.8 
78.9 117.4 129.7 142.5 124.2 

100.9 113. 1 168.3 200.9 ~~9.2 

323.6 289.0 '171.2 584.9 61 ~ . 1 

23.8 -1 . 8 -3.5 -15.5 85.9 
-----------------------------------------------------------------
Source: Ministrt of Finance 
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8eca!.!se -..:~ the a::cumu 1 at i en cf debt ( itself a re~u 1 t cf 
accumu1atfrg deficits and borrowings), in'terest paym~nts wi 11 
cont i r?~e t.c be 1 :!rge. As a 1 ready notsd, reducing gc·ternment 
~xpe~diturE has proved tc be difficu1t although t~e rate cf 
increase h~s now begun to decelerate. This deceleration i~ 
bein; achieved net on1y through freezing the size of the civi1 
service and its pay b1ll, but also by reducing expenditure on 
economic services (including industry) and even capital 
e;)-:pe!1d i turE. These 1 ast named reductions have imp l i cat i ens 
for economic grm-:th in the ~·ears ahead. 

~ummary cf Government Budgetary Operations 

Tot~1 Receipts 

~u~tcms 

Total E~penditure 
Re-::urrent 

s:-;,,~"~;",, . ···-··- ... ':' 
Foreign, net 
Domestic, net 

B'lnk financing 
0ther (residual) 

•i:ie;;i:it;. 
__ , __ 

~56.2 
21.E.5 
~ 51 . 1 

(\. 8 
222.€ 
222.7 
100.9 
-67.3 

67.2 
30.0 
37.3 
30. 1 
7.2 

.:. .• 1 
1'15.2 
27.1 

3e9.o 
275.9 
~ \ 3. 1 
-87.8 
87.8 
36.7 
51.1 
52.7 
-1.6 

Prelimi- Pr-e1'imi-
nary nary 

Actuals Estimates 
'87/88 '89/B~ '8~/90 

310.7 
299.'1 
157.tt 

11. 3 
171.2 
302.9 
169.3 

-160.5 
160.5 
70.3 
90.2 
70.8 
19 . .., 

Ar,~ Q .. , __ . -
369.5 
193.2 
35.4 

58-1.9 
38'1 • 0 
200.9 

-180.9 
180.9 
71. 2 

109.7 
91.9 
17.8 

535. 1 
-193.8 
263.5 

35.3 
s 11 • 1 
412. 9 
19g,2 
-75.0 

75.0 
75.6 
-0.5 
H .1 

-11. 7 

Memorandum Items: In Per Cent of GNP (S) 

Foreign debt service 
T-:>t31 receipts 
Tct31 expenditure 

-6.2 
23." 
29.5 

-6.9 
23.9 
30.9 

Sour=e: ~entral Bank, Annual Report 1989 
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!n 1999-90. as a res~lt cf the various 3ttemp~s tc correc~ the 
public finur.ces, pre1iminary nstimates suggest that the total 
deficit wi11 be M75 ~. less than half cf its 1998-89 level as 
Table 1.~ &hows. According tc the SAF estimates, the overall 
deficit wi11 fall further to H51.7 m in 1990-91. Financing 
of the govgrmr.er.t deficit is expected to shift from a hea'.·:.­
depe!1dence en the domestic bani-: i ng S)•stem -the p!"'act i C€' eve!"' 
the past four years - to foreign borrowing. 

Lesotho's fir~t ~ive-year plan ran from 1959/70 to 1974/75. 
!twas lar1ely exploratory, establishing a planning capacit; 
and surveying fer minerals. During the period of the ~econ1 
plan ( 1975/75 - 1979/aC), significant progress was made ~n the 
con~ ~ruct i '.Jn of a nat i cna 1 read nebtcrk and other ph~;s i ca 1 
infra~t!"'uc-:.ure: the growth t:a!"'gets fer GDP and in•:estment we!"'e 
1a!"'ge1 y me•t but the cuttun1 was ~e 11 short as regards 
emp l~~'ment C!"'eat i';)n. The main objective of the third p 1 a!i 
!19e0/91 - 19S4/e5) was the reduction in dependence en RS~ 
i·thi 1~ a su')sidia!"':,' objective was the improvement of planning 
::?dminist!"'a~~ion and overall economic management. !.ctual 
pe!"'formance fell short cf planned targets mainly as a resul~ 
af a fa 11 rn aid inf 1 ows. 

The fourth 5-year plan was launched in 1985. Various sectoral 
~Jbj ect i ves were es tab 1 i shed - inc 1 ud i ng the es tab 1 i shme:nt cf 
r-escurce-b~sed 'industries - and the need to strengthen t.he 
planning, management and administrative machinery was again 
emphasized. However, by mid-1988 the deterioration in the 
pub1ic finances led to the agreement cf a structural 
adjustment facility (SAF) with the IMF worth SOR 9.6 mil lien 
(US! 12.4 nillicn at August 1988 rates) over three years, in 
support of an econor11i c and f i nanci a 1 progrc:>mme agreed with the 
government. The principal objectives of the SAF are 
increasing the rate of eccncmic growth and reducing the 
overall burlget and balance cf payments deficits. In a recent 
review cf the p r-og r- amme w i th the I MF , both i t and the 
gove!"'nment decl3red themselves satisfied with its 
'!mp1gmentation and results to date. Following the preparation 
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(·f a po 1 icy fr:i~ew~r~ paper in ear 1 y ! 9~ 1 , ::1'1 gnh=!.nc~!" 
~tr-u·:.t~ral adjustmgnt prcgre.mme {ESft .. P) '!s expected tc b~ 

The funding ~-:ould be greater b~t the ccnditicn!O 
Etricter; t~us the co~rection o! t~e public finances is 1ikel~ 
to be tackled ~ith even greater vigour than it was under the 
~ ? ~st p!'"cgr arnme. 

'The ~!inistry cf Pla!"lning and Economic Oe•!elcprnent is currentl}· 
re~ie~ing ~erfcrmance during the fourth plan and is preparing 
the fifth tlan. One cf Lesotho's greatest challen3es during 
the ~ericd of the ne~:t plan will be, as in fcr~r ~mes. 
emp1oy!!?ent creation, given the rate cf pcpulati~.1 growth and 
continued uncertainty regarding the irnplicaticns fer ~igrant 
~·:cr!-:ers an::f foreign investment cf political and eccncm1c 
ceve1cpments in South Africa during the nineties. Clearly 
Lesc~ho's qanufa~turing sector ~ill have tc play a pivotal 
role in prcmotin3 economic gro~th and employment durin~ the 
~ericd cf 1.he ne~t plan and.throughout !DOA 2. 

Lesotho has produced a National Environmental Plan wh~ch 
r:rcvides ~ fra!:!e~-:ork fnr incorporating enviromr.enta1 
cons; de rat: ens i ntc t!1e nat i en's over a 11 deve 1 cprnent strategy. 
The main 1 ssues in the en·1 i rcnmenta 1 fie 1 d as seen today 
centre around soil erosion and fertility less. While existing 
envi!'"cnmenta1 policies concentrate en agr~cu1ture, land use, 
sci! conse~vaticn, fcr-estry and agrc-ferestry, energy, fauna, 
f 1 era and hi stcr i ca 1 heritage, it has become evident that 
future env1ronmen~a1 policies must concentrate en the impact 
of the Hig!'l1and Water Project en the environment. To this 
end, an ir:ipact ana1}tsis has. already besn carried out to 
determine the direction of future environmental policies. 

1.9 The International Accounts and Foreign Debt 

Lesotho's i nternat i ona 1 accounts are a ref 1 ect ion of its 
external dependence on RSA and also the nature of that 
dependence. In 1989, merchandise imports. at H1243 million 
were 7 times the ~3lue of experts: in other words exports cf 
goods paid fer less than 14 per cent of the cost cf imports 
of goods. In 1985, merchandise exports paid for less than 7 
per ~ent of merchandise imports. This trade pattern leads to 



~ ~hrcnic ~nfavcra~le balance of trade. However, as can be 
seen fror.-? examining Table 1.5 which shews the overa1! 
inter-nat~o~H~l accounts, "invisible experts·· (chiefly migrants' 
!-emi'ttance3} have a1rncst filled the gap every year. ~hen 
other receipts are tal-:~n into account pr inc i pa 11 :t the 
-unr-equi te·J transfe~s- cf Lesothc' s share cf S.A.CU cu~toms 
recei~ts - the overall balance ca~ be positive. This was the 
c~sg i~ 191~ and 19!~ ~hen small overall balance of payments 
sur-p~~ses ~ere ~ecc!""ded. !n the Centr·al Bank's cpini~?1 
· .. ".!~~1~a 1 Re~nr-t ~ 92 9, p. 1?) these surp 1 use~ ':;OU l d be a!1 

ind i ~at ion cf the p! O?ress achieved en trying tc restrain, 
:!m~ng cthe·- things, gover-nment expenditure under the SAF. 

Table 1.5 ~ummary of Balance cf Payments 

1985 1985 1987 

Current !'.ccount -15.4 -20.2 -22.7 -155.2 
a} ~oods, Services ! 

!nccmes 
E:.:pcrts f. c. !.! • 
!m~~orts ._. i. f. 
~crkers remittances 
!~vestment income 
Di~idents ! Profits 
!nt.ere=t earnings, net 
0t!1e r se r·.' ices, net 

b) Unrequited T~ansfers 

Leng-term Capital, Net 
0fficia! 
Pr h,1ate 

Overall balance 
ceL 
C-.:mmercia1 Banl.s 

-191.1 -187.8 -178.7 
50.0 58.0 94.7 

-751.0 -807.4 -951.8 
499.0 583.S 718.5 

15.2 -o.3 -12.e 
(-9.1)(-14.5)(-18.7) 
(21.3) (14.2) (5.~} 

-'1.3 -21.7 -21.5 
174.7 167.5 155.0 

55.5 
r: ,, . e 
10.7 

- 11 • 5 

37.7 
33. 1 

,., . e 

-27.6 

79.7 
58. 1 
11. 5 

-75.3 

27.6 -10.1 -19.3 
(13.8) (21.5) (-1.2) 
(23.8)(-31.5)(-17.1) 

+Re!ised pr-ovisicnal estimates 
~P,e1imir.ary es~imates 
~curce: ~entral Bank, Annual Report, 1989. 
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-338.5 
141.9 

-1292.6 
84 ~ • 1 
-9.7 

(-20.0) 
(10.3) 
-25.3 
182.4 

125.5 
85.0 
39.5 

31. '1 

3.7 
( ? ll \ 
\ -.... , 
(0.8) 

-156.1 
171 • ~ 

-1Z13.€ 
958.3 
-27. 1 

(-'.",L1) 
(S.~i 
-1':.Z 
ZOS.9 

11 a. 9 
93.~ 

35.rJ 

- 165. 3 

3.1 
(-9. 5) 
( 12.~l 



~ore encourag1ng perhaps is the evidence (in Table 1.€) that 
some s~cce~s is being a~hieved in red~cing dependence en RSA 
in the trade sector, es~ecia11y on the export side. 

Ta~1e L5 ~ummary cf Non-rand exchange transactions 

Do-:a-if"'f-c ··---·,..--
~vn~""\rf'c _ .. ,..._. --

!mp.Jr-ts 

27.5 
•}. 1 

2?.~ 

23.0 
'1 • 2 

18.8 

Net 5urplus/Def"cit '1.5 

5cu~ce; as for ~able 1.5 

1985 

30.5 
o.e 

29.8 
30.2 

,, . 3 
25.9 

0.,, 

1985 

13.8 

" . 8 
39.0 
50.9 
9.8 

,, 1. 1 

1!?87 

it5.0 
6.2 

39.8 
59.7 
15.7 
"" .0 

-7.1 -H.7 

1988 

63. 1 
12.5 
50.6 
67.4 
1:2.0 
55.,, 

-4.3 

1989 

8~.3 

21.6 
63.7 
79.9 
15.2 
64.7 

5.,, 

Non-rand-d&nominated exports as a proportion of total exports 
rose from 1ess than one per cent in 1985 to ever 12 per cent 
in 1289. Curing the same period non-rand-denominated imports 
only grew from less than 1 per ~ent to slightly over 1 per 
cent. The progress being achieved in diversifying export 
mar~ets beyond the SACU region - and especially beyond RSA -
will if maintaingd help to widen the options open to Lesotho 
on the international payments front during the major period 
0f change facing it during the !ODA. 

Net inflows of long term capital have supported a consistent 
~-urp1us on the capital account, with the recent exception of 
~9~1!. Drm·dngs on official leans have been the lar·~est 
element of these flows. Private investment has remained 
modest by comparison, although foreign inflcws have been 
growing in recent years. 

At the end of 1989 total public external debt stood at M811.5 
mill !on, h~~·:ing incn~ased by 23 per cent c·1er the 19e9 figure 
of Mf:59.e ~ill ion. As usual, most of this debt was contracted 
on concess'cnary terms. Over 70 per cent of loans have a 
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ma tu~ it}' per icd of 5'J ~1ea~s. Lescth~ ~1a~ not borrcw9d f C!'" 

balance of :Jayments support e~ce~t at the time when the 3-year 
SAF ~as 1au~ched in !988. The debt/GNP ratio has been rising 
fast. In ~~89 it ~!aS 53 per cent and although the debt 
~e~-'!'!Ce ~a~.:.io is st~11 1~w at '1.7 per- cer.t !as Tab1e 1.7 
~he~!~), th€~ gcver~ree!1t, is fully a~ar-ethat the fcreign debt 
~itu~tion, like that of the public finances in general, need~ 
to bt~ reordered a!1d a system for management cf the fore i gr 
debt needs to be put in place. 

rutstanding Public Debt at end cf 1988 and 199~ 

fr..t-.lr-t-; u;11;""' ._. ··-. - ~ ....... -··, 

•• External Debt. 

~. ~i1ate~a1 Lo~ns 
Ce:nces!::ional 
:·!cn-Goncess i c·na 1 

2. ~ultilateral Loans 
:cnces£iona1 
·!cn-ccncess i (~na 1 

1. cinancial !nstituti0ns 
·:onces~ i ona 1 
• !':"n-cc~cess i cna 1 

5. 3upp1ier3' Credit 

5. Memorandum It.ems: 
Ext~rnal debt as % cf total 
Domestic de~t as % of total 
Ccnces~ional debt 
Ncn-ccncessional debt 
Concessional debt us % cf external debt 
Debt Eervice ratio 
Debt to GNP ratio 
Fcreign deb! service 

Sou~ce: Central eank, Annual Report, 1989 
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198£ 

658.9 

.,-...; ! .9 
37.5 

0. 1 

5~5.5 

.. 17:::.1 
6~.1 

20.3 
7 . 5 

12.8 

6'1 . 1 

67 .5 
32.5 

517.'1 
H1 .4 
78.5 
3.2 
53.8 
').\ 1 ..... 

1939 

811. 5 

55.6 
a:; - "' -'::? • .;:;.. 

•). " 
662. 1 

595.8 
65.2 

31. 8 
7.0 

27.8 

59.0 

5·3. 5 
3~.5 

659.0 
153.5 
et. 1 

'I. 7 
57.6 
55.'1 
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Le:=':..."'t~1·~, s~··~::.; 1.an!~ an~! f'Jal'!'!ibiZ! !·!h~ a~e !!?e~ber-s cf b~t.h t!-ad~ 

~!'""(~t.:~· i ~:9~ r?3Y e~~ t.end pr-eferences to ar"?d re~ei -..'e pr-efe!"" :!'"::.e~ 
frum ether ~TA mem!::::er2 according tc the prc~isicns cf beth the 
~ACU and PTA agreements. What is imported into Lesotho unde~ 
the PT.". p~·~:fe~enc~ s·.-:heme ~!10!..!1d be ccns!..!med i~ Lesotho an~ 

net be re-~~ported tt· other SACU members. 

,...""crqc t-...-~.rfo nnl ;,...." 
!j-. -· ··- ..,,. ---- ,..._ •• -J • 

•r~~Q nro~oronroc ~n~ ~i~ ..... --- ,.... -· -· _ .... ,,, __ -··- -·-
and Paci i i c States I l\f'D \ '··-· ,/ 

Et3t~s cf the European Community. 

bet":!ee•1 th~ 

and the 12 

~ithin the Africa!1 regional context, Lesotho 1s a member cf 
the ~rganiz~tion cf African Unity (OAU) and the United Maticns 
Economic C~mmission for Africa (ECA). 

0n the international front, Lesotho is a member of the United 
t!ati:)ns anj has dealings ~-:it!~ United Matio!1s bcdie~ and 
~.pee i a 1 i =e~~ a gene i e~. ! t obtains tech!1ica1 and capita~ 
::~s i stance t!1rc~gh the U~·!DP cot!ntry prcgramme, \·!hi c!1 ~uns 
ccn~u!"" r-ent: y \·! i t!1 the Mat i ona 1 P 1 an ar1d ccmp 1 ements nat i ona ~ 
cie·:el~pmen~ efforts. It is a member cf the World 8an~ and the 
Int~r·naticr:a1 M0netar·y Fu~d. !t also has ties \·!ith various 
(0t.:r.t.ries :n~ a bilateral basis. T!1e i!?~pQrtance cf t!1esn 
<:·.sscciatici:~ can hardly be underestimated ir. vie~·! :Jf the 
country's limited domestic resources and therefore the need 
for extern~l assistance in support of national development 
S. ffc!-tS. 
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SECTION 2 

2.1 Structure and Performance 

The Manufacturing sector in Les~tho has grown quite 
impressively sine~ independence. From less than 1 per cent 
uf GDP and formal employment in the mid-1960s, it accounted 
for about 12 per cent of GDP and 9 per cent of total formal 
emplcymgnt in 1989. Despite this achievement however ever the 
25 years, the sector's growth performance, when examined year­
by-year or subperiod-by-subperiod, ha~ been erratic, being 
m~re a ref 1 ect i en of shift in~ react i ens to externa 1 events 
(especially in RSA) rather than a steady performance resulting 
from the implementation of a coherent set of indust!'"ial 
str-ategie$ and pcl icies en the part of government. As the 
Fcurth Pla~ put it (p.~3) 

"The earliest efforts were concentrated 
on LNDC's activities involving direct 
invest11ent, usua 1 ly in import 
substitution projects. Promotional 
activities concentrated en locating 
partners for already 1dentifi~d projects. 
By the mid-1970s many of these 
subsidiaries were operating at a loss and 
i ndustr i a 1 production actua 11 y f e 11 in 
1977/78. In line with Government 
commitment to involve privete enterprise, 
LNDC stepped up its attempts actively to 
seek to attract foreign ca~ital and know­
hc\':. !n recent years, in particular, 
labour intensive projects, employing up 
to 500 people, have been located in 
Lesotho. Such projects are almost 
entirely expert oriented". 

20 



O!"le way c-F classifying the mamJfacturing sector is er. the 
b3.s is cf t~chnc 1 ogy and m~rkets. This produces a sector 
divided int~ three distinct sub-groups: 

a f cod and be'!erages sub-group which emp 1 oys 
capita1-intensive technology and is mainly impcrt­
s~bstituting (the exception bein3 Basuto Fruit and 
V~getable Canners which experts asparagus to the EC 
market} and is largely parastatal in ownership. 

an expert-oriented sub-group r!cf!'inated b}' pr~·.'ate 
f:lreign-own~d firms and joint ventures, producing 
m'?in1y clothing and ether consumer gocds and 
emp1cying l"?bour-intensive technology. 

a~1 inc1genous smal 1-scale sub-group, emplcying 
aoout ~000 people, about 50 per cent of whcm ar~ 

W'.lmen engaged in knitting, handicrafts and 
1'2atherwork, metalwor!dng, brick and block-making, 
m~inly for the domestic mar~et, with very limited 
c3pital and access to credit and employing labcur­
intensive methods of production. 

Another way of classifying the manufacturing sector is b:; 
sub-sector distributi~n cf manufacturing value added (HVA}. 

Tab1e 2.1 sbcws the structural compcsiticn -;)f HVA for various 
years betwe~n 19e1 and 1989 while Table 2.~ shows the growth 
of value ad1ed in real terms fer the entire sector from 1995 
through 198J. 

As ca~ be seen from the second table, the growth of real HVA 
during the second half of the eighth:s, while in general 
exceptionally high, h3s 3lso ccntinu~d to be volatile. 
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Tnrl11c+ r" 
-··--- -· .I 

recd and 

Te~:t;le, ~lcth-

Structural Cgmpcsition of V~lue Added 
(in percentages) 

1':!91 1982 19!!3 1981 1985 1995 1987 1988 1989* 

65.7 ~s.s 65.o 5~.o 51.? 60.2 57.2 45.9 41.~ 

mg, Leather 11.1 11!.7 11.2 1"!.5 16.2 19.3 25.e 37.7 "10.2 
F~rr'! ! tu re t. 

Fi ;-:tu res 
u.-,,,+;n,, 2nrl ···- ···:::1 -··-

Pub1 ishir.g 
1.='the: ~he!??i cal 
Prcdt~cts 

!"!~r.-metal 
P!'"oducts 

Iron ! Steel 
Prcducts 

')t?1er !!idWST ... 

3.7 

3.7 

5.6 

0.9 

4.5 
4.6 

100 

" . 3 

4.3 

2.2 

- F: 
I • -

100 

2.3 

3.e 

8.5 

2.3 

1.2 
2.7 

100 

2.5 

::: . 6 

5.2 

3.2 
2.9 

100 

3.0 

3.5 

6.0 

3.5 

3.5 
2.7 

100 

2.7 

3.1 

5.2 

3.9 

2. ~ 
2.5 

100 

2.3 1.9 1.~ 

2.6 3.1 2.9 

"!.1 3.1 3.') 

3.3 2.9 2.1 

2.6 2.2 2.C" 
2.1 2.0 2.•} 

100 100 10~· 

Sour~e: Central eank of Lesotho, Annual Report, 1989 p. 10 

Table 2.2 GrowtI'. rates of__~~_l_manufacturing value added 
!in percentages) 

1995 1987 1989 1989* 

Rea1 MVA t1 • 0 14.0 13.5 18.8 9.Z 

"'Preliminary 
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Accardi ng to the Cent.ra 1 ean~, t.he s l c.:wdcwn in the rate cf 
gr~~th cf MVA during 1989 was due to peaking of scme 
manufactu-ing industries and adver~e effects cf the SAF 
prcgra~.me. It also reports that some establish!!tents 
indicated that the introduction of the general sales tax in 
pub!ic uti1ities such as water, electricity and 
te1ecommU!"licaticn ~ervices as ~:ell as the raising of the 
sa1es ta~ rate frcm 12 tc 13 per rent during 1~99, has 
increased the cost cf industrial inputs and overheads quite 
sig~1ifica!1tly. It is argued th::lt t.h;s has, in effect, 
reduced the competitiveness of export oriented manufacturing 
i ndustr i e·;. 

Measured in terms of total MVA, the most important sub­
sector~ t~day are feed and beverages, fellowed by textiles, 
c1othing and leather. It is c1e3r however from Table 2.1 
that c·1er time th€. 1atter sub-sectors have been steadily 
gainin3 c, the former. In employment terms, the positions 
3re re~e~sed. 69 per cent cf employees in the 137 
enterpris~s licensed to date by the Ministry cf Trade and 
!ndu£try (those employing mere than 10 persons using 
machinery cf at least 25 HP) work in te~tiles, clothing and 
footwear while 14 per cent are employed in the food and 
beverages sub-sector. Total employment in licensed firms in 
1990 was 3round 19,200. 

In the twenty-year period from the late sixties to the late 
eighties, employment in manufacturing rose more rapidly than 
output because cf the increasing us'!! cf l abcur- intensive 
met'1cd~. 

Although the labour force is ~onsidered to be highly 
tr,inable, there is an absolute shortage cf technical skills 
and consequent1y a great need for skills development. Th~ 
incremental capital output ratio appears to have fallen, from 
e t' arGwRlill a bet~·1een the mid 1970s and the early 19C·)s 
implying~ mere efficient use cf capital. 
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=:.z Ownership 

Pr~~ate c~nership ch3racterizes the m~nufacturing sector in 
Lesotho ~: i th the e -::cept i en cf the feed and beverages su~­

sectcr, as a 1 ready noted, where a sma 11 numbe~ cf 1 arge 
pa!""astatals are dominant. An examination of a list of 52 
LNDC-prcmoted manuf3cturing enterprises as at June 1990 shows 
that, in terms cf nationality, RSA was the origin of the 
1~rgest n3ticna1 grouping of firms. Tab1~ 2.3 shows that RSA 
was en its own the origin of around 30 p~r cent cf the firms 
(although these firms created only 20 per cent of the jobs). 
!f jcint-~entures between RSA firms and ethers are added in, 
the total firms and jcbs created both rise to around 50 p~r 
cent. Of the 25 ::·er cent ··other foraign" firms, mcst are 
As~3n. L~sothc-owned enter~rises represented 15 per cent c~ 
the total, account for 9 per cent cf t~e jobs, and 12 pa~ 

cent of t:1e in it i a 1 i nvestment.s. 

The woven products branch has hc~:e·:er attracted European 
i n'testcrs a 1 though the i r.vestment is 1 :J\"I and the uni ts are 
ccmparat i ·1e 1 y sma 11 . LNDC in its pr-.Jm".>t i ona 1 campaign is 
see!dng tc widen the networl-: to encourage investors fr;:,m 
ether countries tc come into Lesotho. In view of the 
cha:igi ng gee-pc 1itica1 situ at icn in South Africa it would 
appear that Lesotho should widen its investment base. 

T~ble 2.3 0\-1nership of LNDC - promoted enterprises 
(in percentages) 

C·w?1ersh in ---- ----~ Jobs Jnitial Investment 

P.U. 
P.S.11./Lesothc 
R~A/Qthe~ Foreign 9 
Other foreign 25 
Lesotho 15 
Lesotho/ether foreign 8 

Tcta1 100 

20 
5 

23 
36 

9 
7 

100 

31 
12 
11 
26 
13 

7 

100 



2. ::· Location cf Industry and Employment 

!'4aseru, the pol itica1 and financ·al capital, is by far the 
!tr-St important 1ccaticn fer manufacturing - in terms of beth 
numbe!'" cf -:!nterprises and emp1cyment. Haputsce is in a ·1ery 
st!'"cng sec~nd pcsiti~n. Li~e Maseru, its proximity to P.SA is 
a ~csitive location factor. !n the case cf the 52 UIDC­
p!'"cmcted enterprises, 37 C!'" 71 per cent are located 1n 
Maseru, 1 ·! ( 27 percent) are in ~!aputsce and one cf the 
enterprises is 1ccated in Mafeteng. !n terms cf employment, 
the dist!'"ibuticn by 1ccaticn is 55 per cent in Maseru, and ~3 
in ~!aputsc·e ~here s.c~ cf the enterp!""ises in the garme~:t 
industry are very 1arge. 

!~the list of 137 licensed enterpric;es, ~9 !72 per cent) are 
1oc3ted ir Maseru, 17 per cent are located in Maputsce, a~d 
the remaining 11 per cent ar-e scattered among the smaller 
centres cf Butha-Buthe, Fcso-Sekamaneng, Leribe, Mafeteng, 
Pe~a. Quthing, and Teyateyaneng as Table 2.4 shews. In terms 
of emp 1 cynient, the t~:c main centres aga i ~ demi nate the scene 
with 52 per cent and 31 per cent respectively as can be seen 
frcrr: Tabl~ 2.5. One~ again, the irr.portnnce cf the garmer:t 
ind~stry in terms cf emp1oyment in both centres is evident. 

Although there is a dearth cf infcrm~tion a~ailable en 
catsgcrie~ of employees in these areas, irformaticn avai1ab~e 
ccu1d be used to deduce the fellowing: 

the re is n p red om i nance cf ~1om·:)n in emp l oym~mt in 
middle management, skilled, and unskilled grades. 

Expatr-iates control the managem'3nt of foreign owned 
enterp1· i ses. 

There ar-e many expatriates 1n the su~irvisory 
grades. 

As a1read} noted, one of the favorable aspects of labour in 
Lesotho is that they are trainable. However there is a need 
fer training in management in order to deve 1 cp leadership 
char·acteristics, improve decision-mt!king abilities and 
manngeria1 skills. 
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!~~1e 2.'! ioc?tions cf licensed enterorises and employment 

~!·~·.'£n Product!: 

T ~-·.ti 1 e~. ! Garments 

!..ea the!'" gcods 
F"Jctwea!'" ! Bags 

\'!~od ! Furniture 

o-;n+;n,, .. ···- "":;) 

P~ir.ts 
Pharmaceuticals 
Other c.hemica1-
based nt"'l"'\rl••rt'c ,.... -----·~ 

N~n-meta11ic 
mir.era1 prcdu~ts 

f-abrica~ed metal 
i:rcducts 

:1e·.;t:-ica1 !. 
Electronic 

L'mbrel 1 as 
Vehicle assembly 

.!e~·1el 1ery 
c·ther mfs. 

Ne. cf 
ent. 

11 

:n 

" -
!.I 

1 !..' 

"' -
G 

16 

1 '3 

·1 

.3 
2 

1 , ... 

C:mn _ ....... Lccaticn 

35 Foso Seka!!'?aneng 
~1cri ja 
~aseru 

P.~aputsoe 

Butha-Buthe 
Maf eteng 

rne2 Masen.1 
Teyateyaneng 
Ma~utsce 

8897 Maseru 
Maputsce 

160 ~!aseru 

1735 Maseru 
Maputsce 

459 Maseru 
Leri be 
Maputsce 

100 Maseru 
70 Haser\J 

135 Maf eteng 

185 Maseru 
Teyat .. eyaneng 

729 ~taseru 

Maf eteng 
Teyeteyaneng 
Butha-9uthe 
Leri be 
Out.hinq 

619 Maseru 
Maputsoe 

270 ~!aseru 

Maputs'Je 
'195 Haputsce 
111 Maseru 

Pe~a 
93 Maseru 
56 Maseru 

Maputsoe 
------

26 

u,.. ··-. 

1 
1 

15 
2 
1 

e 
2 
1 

H~ 

9 
2 
5 

" a 
1 

2 
2 
1 

5 

11 
1 
1 

1 

15 

3 
1 
3 
1 
1 

" 1 
1 



T ~b 1 e ~. ·1 L~cat; ens cL. I- i censed enterprises and emp I oy~r.t 
_(_contd.) 

Totals Maseru 
Maputsce 
Others 

! r: crder tc pr~mcte manuf act.ur i ng and c!"'"eat.e err.p 1 oyment. 1 n 
the smaller centres a number cf industrial est.ates fer small 
sc=le industry are to be established arcund the ccur.try. The 
lc~aticn~ chosen tn date are But.ha-But.he, Leribe, Mafeteng, 
~a~cleng, Mohale's Hoek, Mckhotlcng, Qncha's ~ek, Quthing, 
Se!"!On!-.cn~. ::tnd Tha~:n-Tse!-.a. This initiati•!e, while p-~sitive 

fer the~e sm~1ler· centr~s, 1s unlil4.ely to change t!1e 
3ecgraph~c dist.ributicn significantly and tc lessen the 
relative importance cf the t~o major centres. Indee~. t~e 
industri~l est~~es in Maseru and Maputsce are also targeted 
fer e~:pansicn. 

T~ble 2.5 ~1oyment in_ t~c rr.ain centres 

S.~b-sectcr 

F~od t. Bevera3es 
W~':en P:cducts 
Gs!'"rnents 
Leather goods 
Footwear ! Bags 
W~cd ! !=urnit!rre 
!=rintin~ 

Ct her C!~emi ca! 
~Jen Meta 11 i c 
Fs.~r"ica"':.ed Me:.al 
Electri~a1 t Slectronic 

~roducts 

'-'!'??~!""e 11 as 
'.sh i c le Assem:Jl y 
...!~i·I~ 11 C:""}' 

0ther M~ruf actures 

...... C-Dr"ll r.---·-
rn19 
~ 178 
5320 

150 
509 
379 
10') 

10 
~51 

51·1 
505 

235 

100 
93 
51 

11298 

52 

27 

~1aputsce 

250 
110 

2577 

1225 
so 

13 

35 
'196 

5 

5 7 t17 

31 



The prese~t distrib~ticns cf the ~75 sma11-scale enterpris~s, 
by type cf activity and 1ccat~cn. are sh0~n in Table 2.5. As 
-::.a'.~ be s~·e!1 there, H3se!"'u is the c~:ief location even in the 
ca~e cf ~mal1-sc31~ enterprises. 

-\ .- +- .; " .; +- ·. 
- ·- - ••• -.1 

~~ectrical repa1rs 
H~ndicrafts 

0.ther activit:es 

T-ctal 

No cf ents. 

15 

7 
28 

27/f 

10 

'17 5 

28 

Lccatkm cf 
enterprises 

Maseru 3, Le~ibe 4, 
Berea 3, Butha-Buthe 2, 
Thaba-Tseka 2 Oach3's ~~~ 

..-as 1:ffu 
Hchalie's 

21, Hafeteng 12, 
Hoek e, 8utha-

9uthE 4, Berea 1, ~acha's 
t!e!a: 2, Leribe 2, '~uthing 
1, Mc-khctlcng 1 
Haseru 5, Hckhctlcng 2, 

Maseru 12, Berea 7, 
Hafeteng 4, Mohale's Hoe~ 
3, 9~tha-Buthe 1, Oacha's 
Me~ 1 
~aseru 106, Mohale's Hee!: 
38, Mafeten~ 30, 
Mc1~hct l cng 21 , Oact:a' s !!cl: 
20, Leribe 19, Thaba-Tse!:a 
18, Perea 10, B~tha-Buthe 
7, Quthing 5 
Maseru 31, Berea 2, 
Mafeteng 2, Mcha1e's He€~ 
2, P-!~l:hct 1 cng 2, Ler ~be 
1,Quthing ~. 

Mas~ru 20, Mohale's H0eL 
5, Butha-euthe 5, 
Mo~hctlong 1, Oacha's Ne~ 
1 

Maseru 3, Leribe ~. Berea 
2 , M:- f eteng 1 , Oacha' s Me~ 



!!'1 gener3.1, backward and fo!"'wa!"'d linkages are woaak ~-!it!:in 
Lesothc' s manufactu!"' i ng sectc-r. Theroa aroa backward 1 i !1!:c~es 
with the agro-indust!"'ies sub-secto!"', especially in food 
precessing. Fruit and vegetable canning is lin~:ed bacY. to 
fruit and veget~bloa growing in the agricultural sectcr; ~he 
atattcir is linked back to the cattle industry; the poultry 
coaperat~ve tc poultry growing; the miH. precessing ~1a!~t tc 
tbe cattle i ndust~y; and seed and m:rsery product i en t'.) 
agricu1tu~e. The bakery branch is 1inY.ed with flour 
rni11ing;:ind bui~ding materials and petter~' to clay and :.;tc!1e. 
Hand i c!"'a~ts ha'te backward linkages to woe 1 and moh~ i !"' 
pr~ductinn and cla; and stone and fcrw~rd lin~ages to final 
cc.·nsumer:;, incl~di~~g tour-ists. Beyond those, there ers •.re·r-y 
fe~ 1ink~ges. ~an3 fer both the b!"'ewery and vegetable fruit 
pr~~cessing are imported as are the other inputs for 
br-ewing. Leather f'.)r shoes and bags is imported from P.S~. as 
is the \"Dcd for- the sa~-:mills, the grain fer flcu?'"'-mi11ing, 
and the ~extiles f~r the clothing industry. 

One valuable 1 in!:age, as far as smal 1-scale produ~ers is 
ccncerneri, is the :;ub-cont?'"'act i ng al'"'rangements betweEn 1 a:-ge 
and smr~11 enterprises in both !:nittin:; am! s~1oe 
mam:f actw- i ng. o:.hen·ti se there a?'"'e f ei-: 1 i nLages between 
1a!'"ge ar.d small entel'"'prises and ·:ery little transfel'"' cf 
technol0'3)' frorr. t~1e larger (mainly foreign) firms to the 
sm3llel'"' ones. There is great potential for significant sub­
cc!1tract~ng relationships and they should be investigated and 
cpe?'"'ationalized during the !OD.A.. Linkage and sub-contracting 
pcssibi1 ;ties 3lso exist between indigenous small-sc31e 
e!~f:.erpl'"'i:;es :!nd the Lesotho Highland Water Development 
scheme. The est.ab 1 i shment of a sub-contracting exchange 
would a~sist in the exploitation of such potentials by 
dissemin:tting information among small-scale and large-scale 
e~:terpri:~es. 

2.5 Tr~de in Hanufactu?'"'ed goods 

The valu~ cf m3nufactured e.-.:ports from Lesotho in 1989 is 
estimated at M~'1 mi 11 i en er 55 per cent of tota 1 exports. 
Th~ larsest element within this total was "'miscellaneous 
manufactures". Within that heading, in tul'"'r., clothing 3nd 
footwear and umbrellas constituted 90 per cent. Table 2. 7 
s!-.c\·ts to':.al exports by ccmmod i ty f rem 198'1 through 1 ~ee. 
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1 ab1~ ::: . 7 Experts by Commodity (H millions) 

r ,... n•r.""' r1 , • v --·· ... ··--·-,} 1985 1 985 1987 199~ 

':attle 2. 1 1 .0 0.2 1 • I! 2. ~: 
!-'ea1 !. \~heat :-1 our 0 .~ 1 . 3 1 . 7 3 . i! 2.3 
P resg r':ed fruits ! vege':.'.!bles 1 . 2 1 ? 2.6 3.2 
ee"!9ragi:s 2.2 .-. 1 .;. . 
i•!':·O ~ 7 . '! 1 1 . 8 1:::. 8 15. 1 1 g . 1 
!"ohn i r 1 tJ. 1 11 . ? !! . 5 3.3 1 . ~-
Chemical ! Pharma. n.-nrl! ,,....'f-c o.~ o.~ • • 5 1 .5 1 0 

~· ------
~iar:?onds 0.6 1 . ? :.o 2.0 •). ~ 

P.cad Vehicles !. Par-ts 0 • 5 o. ? 1 . 7 1 .9 1 .2 
Ann,-,..- .. 1 
··~,...-· -. ! C 1 o~.:.h i ng 3.7 6.0 7 . 1 25. 1 -1 ~. 3 
F~~t\-1ear 2.5 3.3 7.4 5.5 21 .f 
t!mbre 11 as 0.9 1 . ? ~~. 5 .if • ? 7 . ? 
C'ther Ccmmodities 10.7 8.8 1::.:. 4 25.5 28.2 

T:::tal '10. 3 50.0 57.9 9'1.7 H·1.!? 

S~u1ce: Bureau of Statistics 

As regards the direction of exports, 75 per cent go tc RSA, 
11 per cent tc the US, and 10 per cent to the EC. Only 1.~ 
per cent of total exports are sold within the SADCC region. 
In the cn~e of nisce11anecu£ manufactures, 61 per cent gc to 
P.Sf;, 23 per cent to the US, and 13 percent to the EC. On 1 }' 
a negligible am0unt is sold to SADCC countries. In the cases 
cf food fnd bevErages, 85 per cent goes tc RSA and 11 percent 
tc the EC. Imports af manufactured good5 in 1989 amounted to 
M 853 Million. 85 per cent were sourced in RSA, 5 per cent 
i~ the EC, and 2 per cent in the US. Clearly, although the 
objective of reducing trade dependence on South Afr-ic3 is 
understandable, any significant realization cf that objective 
pr~sents a formidable challenge. 
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At the g~neral level, the major problems and constraints are: 

C\'e!- depen1en-.:;e C!, RS.A. fer- inputs, mar Ke ts, tee!-: no 1 cgy. 
ar~d services. 

unc!!r-ta i nty r-egardi ng the impact on Lesothc of 
dev21opments 1n RSA 3t the political 3nd economic le·:sls 
du?"": ng !DD.\ 2. 

Or. the supply side th~ m3jcr p!'"oblems and constraints are: 

poo- perfo,..ma!1ce in the agricultural sector lirr.its the 
ava~1abi1ity ~nd quality of inputs tc the a~~o­
ind~stries sub-sector. 

hig!~ impor-t content in many sub-sectors 

a 1 t~1ough l ::!bo·..:r is considered to be high 1 y 
the .. e is an abso 1 cte s~1crta9e of s!: i 11 s. at 
suparvisory, 3nd managerial levels. 

Tr<:.;n<:>hla -· - . ··--. -, 
techni-:al, 

low capacity utilization in the parastatal sector 

c!e1~ys in prevision of physic.31 infrastructure to the 
man~facturing sector 

~··ea!·.nesses in entrepreneur i a 1 abi 1 i ~Y 

shc·tage ~f credit to small-scale e~terprises especially 
•.-:om·'!n, deEpit-: the fact that the bar.!~s ar-e liquid. 
Exhtence ';)f fui.Js from UMCDF ~'!i 11 henceforth p:--o'. ide 
gua·-antee£ i~ lieu of collateral but the facility ne3ds 
tc he enla:--ge1. 

\•:ea'~ne:;ses in i nfcrm3t i en systems 

The absence 0f an i ndustr i a 1 adv i sor-y and e>:tenE icn 
ser·.'ice in the Ministr}' cf Trade a1.d Industry for medium 
and sma11-sca1e enterpriseE ~lows down projec~ 
ide!?tificatia:1, preparation cf project prcfileE., 
prc·1ision cf advisory services, and diEseminat.icn of 
pro iect inf er· mat i en through sgmi !1ars, and f c 11 o~·:-up 
ad't isory a:1d mor1itcring services. 
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SECTION 3 

INDUSTRIAL STRATEGIES ANO POLICIES 

Since independence, Lesotho's strategy for development of the 
manufacturing sector has been clearly articulated to be 
development through the priv&te sector. The government has not 
generally undertaken industri~l production through parastatals 
nor has it imposed significant regulations on economic 
activities. It has a 1 so been expvrt oriented. In recent 
years_due to government's efforts in support of exports, the 
export performance has improved significantly. 

However, Lesotho still needs imported capital, technology, and 
assistance in exploiting its many international market 
opportunities. Foreign investment is perceived to be 
necessary and is welcomed from all countries. 

3.1 Objectives of Industrial Policy 

In the government's Fourth Plan (19t36/87-90/91) the main 
objectives cf industrial development are stated to be 
promotion of Lesotho• s growth and increase in its se 1 f­
re 1 i ancg. These general objectives are consistent with those 
of the Lagos Plan of Action and IDDA 2. 

The plan's subsidiary objectives are the following: 

reducing the unfavourable balance of trade 

crgating additional employment opportunities 

promoting Basotho entrepreneurship 

en::ouragi ng greater regional decentralization and 
dispersal of industrial benefits in the country through 
resource-based and small-scale industries. 

The growth target for manufacturing over the period of the 
plan was set at 9 per cent p.a. which was designed to result 
in a 7.3 per cent share of GDP in 1990/91. The incremental 
capital output ratio (ICOR) was assuw~d to be 5.1. In the 
event, the !COP. is estimated to be around 3:1 and 
manufacturing is now 11 per cent of GOP. The sector·s job 
creation target of 7,600 should also be more than realized. 
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On the issue cf strategies and policies, the plan states that 
despite notable achievements industrial development has been 
hampered, up until the Plan's launch, by lack of a clearly 
articulated strategy and strong commitment to supporting 
policies. I~ premised that decision-making, monitoring, and 
executive capabilities in the Industry Division of the 
Ministry of Trade and Industry would be increased. The 
government declared its intention to review and modify the 
inventives system and to give careful consideration to the use 
of Article 6, the Protection Clause, in the Customs Union 
Agreement, where this would be beneficial to Lesotho's 
development. As will be seen below, the incentives system 
has, in the meantime, been reviewed and modified. However, 
Article 6 of the SACU agreement has not been activated by 
Lesothc as a means of promoting infant industries. 

In addition tc undertaking institutional reforms at the level 
of the Ministry of Trade and Industry, the plan also promises 
to improve its services to private entrepreneurs, large, 
medium, and smell-scale through its parastatal investment 
promotion institutions, the Lesotho National Development 
Cvrporation (LNDC) and the Basuto Enterprise Development 
Corporation ( BEDCO) and to support 'the activities of the 
private sector agencies involved in the promotion of 
manufacturing and trading activities. Fina 11 y, the pl an 
specifically declared that industries manufacturing inputs for 
the Lesotho Highland Water Project (LHWP) would be given 
priority status during the plan period. 

3·.2 Institutional Suooort for Industrial Oevelooment 

Institutional support for Lesotho's industrial sector is 
provided in the main through two development corporations, the 
Lesotho Mational Development Corporation {LNDC) and the Basuto 
Enterprise Deve 1 opment Corporation { BEOCO). LNDC was the 
first of the two to be established at a time when there was 
a need to deal effectively with foreign investors. Later the 
government realized the need to put more effort into promoting 
domestic small-scale industry. 
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3 .2. 1 Government 

The Ministry of Trade and Industry (MTI) is responsible for 
the for·mulation cf industrial policy. Its task also include~ 
the superv1s1on and coordination of the industrial and 
commercial parastatals including LNDC and BEDCO. Its staff 
is weak both in numbers and, for the most part, in 
professional experience. Recently it has created a Department. 
of Industry which has the services of a UNIDO Technical 
Adviser. 

The Department's staff at the moment consists of 13 
professional staff most of whom are inexperienced. With UtJIDO 
assistance it has carried out a survey of· small scale 
enterprises (SS Es) and prepared projects for SSE entrepreneurs 
to submit to the Lesotho Bank for finance. The Lesotho Bank 
Projec~s Unit at the moment looks to MTI's SSE division as its 
main source of projects. 

The Trade Promotion Unit (TPU) of the Ministry of Trade and 
Industry was established in 1978 to promote, coordinate, and 
develop the country's foreign trade with a view to expediting 
realization of the country's industrial and agricultural 
potential. In general TPU offers technical assistance and 
advice to the b:.isiness sector, promotes and publicizes the 
countr:1' s exports abroad, undertakes market research and 
studies on specific exportable products, and assists foreign 
buyers. 

TPU is an integral part of the Ministry but receives support 
from the International Trade Centre UNCTAD/GATT (ITC). The 
Unit needs strengthening but, with ITC assistance and support, 
has managed to provide essential services to investors. Since 
its inception TPU has been assisted by the ITC, through a 
project. financed by the Government of Norway. A team of 
resident advisers is available to assist exporters and foreign 
buyers. In addition, ITC's world-wide trade information 
networl; and contacts are ava i lab le on request. The EC al so 
provides assistance to TPU in organiz·ing participation at 
overseas trade fairs as well as other specialized areas of 
export promotion and development. From time to time 
assistance is provided by UNCTAD, the Commonwealth 
Secretariat/CFTC, and other international technical 
cooperation agencies. 

35 



3.2.2 Parastatal Institutions 

The two parastatal institutions which operate as investment 
promotion agencies are LNDC and BEOCO. The LNDC was 
established in 1957, to initiate, promote and facilitate the 
development of the manufacturing and processing industries, 
mining, and commerce in a manner calculated to raise the level 
of i nccme at 1d deve 1 opment in Lesotho. 

The LNDC identifies medium-scale and large-scale projects and 
looks for potential investors. The arrangement with BEDCO is 
that LNDC deals with projects involving investment of more 
than H250,000, (BEDCO with investments below this figure) but 
this 1 i mi t has not been adhered to strict 1 y. LNDC invests 
direct 1 y in projects where other investors are nc.t forthcoming 
and prcvides funds in the form of both equity and loans to 
enterprises assisted. The LNDC also provides serviced sites 
and industrial and commercial premises on a rental basis. 

Because in practice LNDC is involved in virtually all new 
large and medium scale (and even some small scale) industrial 
development in the country, it has been directly involved in 
all government plans and strategies for industrial 
development. For nearly 20 years, LNOC remained completely 
owned by GOL, reporting to the Ministry of Trade and Industry, 
and opgrating under the provisions of the LNDC Acts, as 
amended from time to time. The West German agency DEG has, 
however, recently purchased convertible preference shares 
which entitle it to become a 10 per cent shareholder in LNOC, 
and is contemplating further equity linked investments. 

LNDC has until now relied for its funding on government grants 
as wel 1 as loans from the European Investment Bank, the 
African Development Bank, and IDA, as well as conrnercial loans 
from the Commonwealth Development Corporation (CDC), EOESA, 
SIDIFA, and the Lesotho Bank. The World Bank/IDA has provided 
two credits to LNDC, the most recent for USS 4 million 
approved in 1980 and closed in 1987. 
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BEDCO was established in 1975 as a subsidiary of the LNOC with 
the objective of establishing and developing Basotho-owned 
business enterprises. In 1980 the BEDCO Act was promulgated 
and it estab l i shed BEDCO as a parastata 1 on its own. The 
BEDCO Act does not specify the size or nature of the 
enterprises to be promoted. Despite this lack of specificity 
BEDCO has regarded its task as assisting 1 oca l sma 11-sca 1 E 

entrepreneurs in the manufacturing, trading, and service 
sectors. 

From the beginning BEDCO has depended on the support of 
international donors. The dominant supporting agency has been 
CIDA - the Canadian Intern~tional Development Agency - which 
provided C$ 7.9 million in the period 1975 to 1985 when CIDA 
support was terminated. CIDA provided funds for the 
construction ~f small industrial estate outside Maseru, for 
equipment for woodworking and metalworking and common facility 
workshcps and also funds for BEDCO's credit line for SSEs. 
CIDA also provided three expatriates who directly managed 
BEDCO's main functions. The small estate at Mohale's.Hoek was 
funded by a grant from ODA of the United Kingdom and that at 
Leribe by a loan from the African Development Bank. The World 
Bank/IDA gave US$ 300,000 for BEDCO's credit line in an 
earlier credit. Technical assistanr.e to BEDCO was also 
provided by a variety of multilateral end bilateral agencies. 

In the period 1977-1987 BEDCO approved 271 lo~ns for an amount 
of H3.6 million. Of this amount, 24E loans for a total of 
M3.168 million were actually disbursed by late 1988. Average 
loan size was H12,900 (around US$ 6,000 at the time). BEDCO's 
loans have never exceeded H100,000 despite the fact that the 

. upper limit was theoretically raised, per arrangement with the 
LNDC, to H250,000. 

As regerds BEDCO's other activities, its business extension 
and advisory service has been vi rtua 11 y non-existent main 1 y 
because of lack of qualified staff. Members of the Lesotho 
Manuf ac. tu re rs' Association ( LMA) comp 1 a in that whi 1 e ~EDCO 
promised marketing help and technical advice, this was never 
delivered. There are also charges that whatever marketing 
help was given was to a favoured few. The LHA, whose members 
form the main clientele for BEDCO's services (including 
member£ who occupy premises on the BEDCO estate) are generally 
criticel of the institution. BEDCO has developed a number 
of useful courses, however, including an entrepreneurial 
development training course introduced by a German advisor in 
1987. 
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3.2.3 Private-Sector Institutions 

The Lesotho Chamber of Commerce and Industry ( LCCI} was 
registered in 1976 and currently enjoys a membership of some 
2, 500, mainly in the trade and service sector. The LCCI 
represents the amalgamation of the two business associations 
that were active at the time, namely the Lesotho Chamber of 
Commerce and the Basotho Traders Association. The LCCI is 
managed by a committee of its members ref erred to as the 
National Council. The National Council is made up cf 
representatives from all the branches of the LCCI and meets 
annually during the Annual General Meeting. To facilitate 
the management of LCCI business, the National Council appoints 
an Executive Committee which is mandated to meet at least once 
every quarter; !n turn, the Executive Committee is empowered 
tc appoint a Management C~mmittee to oversee the day-to-day 
affairs of the LCCI. With support from USAID, the LCCI was 
able, early in 1990, to secure the. services of a highly 
qualified full-time Executive Director to assist the 
Management Committee, and take responsibility for office 
management. 

The LCC! works very closely with the Ministry of Trade and 
Industry on matters relating to investment promotion and 
facilitation. It is invariably consulted before new laws 
affecting the business community are promulgated. The bulk 
of the members of the LCCI are in the small-scale enterprise 
sector and require services to upgrade their business skills. 
LCCI runs a number of projects in this area in cooperation 
with the Business Training Centre, jointly run by the 
University and the Ministry of Trade and Industry. In 
additk>n LCCI promotes skills training in its effort to 
encour3ge and assist members to enter more into the productive 
sector. It is considering a major restructuring exercise 
aimed at making itself more amenable to the needs of 
busine3smen in the manufacturing sector. Discussions have 
been initiated with the LHA to see how the new restructured 
LCCI would operate. 

The Lesotho Manufacturers' Association (LHA) was established 
in 1981. The major objectives of the LHA are to consult with 
the Government on matters of concern and interest to members, 
and to initiate programmes that would alleviate the problems 
facing their members in such areas as finance, marketing, and 
skills. 
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One _.f the major constraints that members of the LHA cite 
relates to the difficulty of getting bank credit because of 
lack of collateral. LHA now provides loans to members from 
its own revolving loan fund. It also sponsors management and 
skills training with technical assistance from the German Agre 
Action agency as well as a graduate assistance programme. 
Under this programme LHA subsidizes salaries of qualified 
graduates engaged by members for one year. The objective is 
for businessmen to notice the incremental benefit of employing 
a qualified graduate, with the hope that this will lead to an 
improvement in the management and OP..eration of members' 
enterprises. Other services provided by the LHA to its 
members include marketing support for their products. 

3.2.4 Priority Industries 

There are certain types of investments which the government 
considers to be especially suitable for Lesotho. !n offering 
incentives to investors, LNDC gives priority to them. 
They are: 

export-oriented industries 

industries using labour-intensive technologies 

industries which establish or strengthen backward and 
forward linkages 

certain import-substitution industries. 

In its Investment Guide to Lesotho, the LNDC explains it~ 
priorities as follows: 

(i) In view of the small size of the local market, 
industrial development is geared towards the 
establishment of export oriented manufacturing 
units. In principle, any export oriented project 
found suitable for Lesotho is encouraged, provided 
it satisfied established criteria related to 
employment creation, forE.ign exchange benefits and 
importance of technology and know-how introduced. 
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(ii ) 

(iii) 

(iv) 

Prime consideration is given to appropriate 
technologies in manufacturing with significant input 
of manual skills, and manufacturing based on local 
raw materials. Encouragement is given to 
manufacturing of labour-intensive consumer goods 
such as clothing and footwear, bags, furniture, 
electronic and other light engineering products. 

The textile sector has witnessed an impressive 
gro~:th, especially the garment manufacturing aspect. 
However, all of the fabrics are currently imported 
and therefore the situation is ripe for vertical 
integration by establishing spinning, weaving and 
dyeing processes in Lesotho. These types of 
industries are encouraged together with ancillary 
industries to the textile sector such as production 
of z1p fasteners, collar supports, trimmings, 
elastic braids and buttons. 

The government is currently implementing the Lesotho 
Highland Water Project (LHWP). It has the potential 
to generate spin-offs in construction and 
engineering materials and other indirect supplies. 
The government intends to maximize benefits to 
industry from the project by promoting industries 
which would provide it with inputs such as 
construction materials and processed foods. 

In relation to this last-named issue, the government set up 
a committee in November 1990 to examine how best to exploit 
the economic benefits arising from the LHWP. 

t-tembership cf the Committee, which will be ::haired by the 
t-tTI's commissioner for Industry, will include representatives 
from the Lesotho Highland Water Authority {LHWA), relevant 
government ministries including the Ministry of Wor~s. and 
relevant agencies such as LNDC and BEDCO. 

The LHWP could also be expected to act as a catalyst for 
tourism development in the Highlands and such tourism activity 
would itself tend to generate demand for many inputs which 
could be provided by Basotho entrepreneurs. 
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3.2.5 Industrial Incentives 

The industrial incentives offered by Lesotho include: 

industrial sites and purpose-built factories for rent31 

concessionary 1 oan finance and, if required, equity 
participation 

loan guarantees on finance provided by the banks 

training grants 

free movement of capital, but with profits and interest 
subject to a withholding taY. 

export financing facility 

refunds of customs duties on imported raw materials and 
components used in the processing manufacture of goods 
fer export. 

guarantee of foreign investments under the World Bank's 
Multilateral Investment Guarantee Agency. 

a company tax rate which has recently been reduced from 
thirty seven and half per cent to 15 per cent for 
manufacturing concerns. (It would also be helpful to 
industry if the government were to reexamine the 
disincentive effect which the general sales tax (GST) on 
capital, raw materials, and intermediate inputs is having 
on industrial investment). 

In the past, investment promotion had been fragmented, with 
responsibility divided between a number of government 
agencies. The government is now in the process of 
establishing the "one-stop shop" faci 1 ity within the LNDC 
which has always been at the forefront of investment 
promotion. In this effort the government is being assisted 
by the World Bank. The bulk of the support provided under 
this new initiative is likely to go to foreign investors and 
t~ 1ergA and medium-sized enterprises covered by the 
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Industrial Licensing Act. The indigenous sma11-scale sector 
is unlikely to benefit much from it. However, the 
governn?ent's objective of increasing job creation in industry 
can only be achieved if it provides significant and visible 
support to the small-scale sector. Thus the government needs 
to give strong support to BEDCO in its efforts to promote the 
indigenous small-scale entrepreneurs. 

3.3 Related Policy Issues 

There are a number of other pol icy issues which impinge 
di re ct 1 y or ind i rect l y on development of the manufacturing 
sector in Lesotho. They are: 

wages policy 

resource-based industries 

timely provision of industrial infrastructure 

industrial land 

technology policy 

industrial skills and training needs 

women in industry 

3.3.1 Wage Policy 

There is a Statutory Wages Advisory Board which was 
established to fix minimum wages for employees in the 
commercial and industrial sectors. Minimum wages are reviewed 
periodically. When this happens, howev'3r, employers often 
suggest that it will lead to a reauction in Lesotho's 
competitiveness compared with that of its neighbours, 
especially the South African "homelands". Low wages which 
undoubtedly act as an attraction for footloose capital in many 
parts of the world, can act as a double-edged sword in 
Lesotho's case. 
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From the worker's point of view, wages that are lower than 
those in neighboudng areas wi 11 tend to drive them out to 
seek employment in those relatively high-wage areas, thus 
depriving the sending area of mob i 1 e (usu a 11 y young and 
energetic) and probab 1 y ski 11 ed labour. For examp 1 e. a 1 though 
migrant remittances are obviously beneficial as a major 
e 1 ement in the financing of Lesotho• s substant i a 1 trade 
deficit, the loss of skilled manpower is a disadvantage for 
the economy, particularly in the agricultural sector. 

Since 1983, there has been a new ·brain drain" of professional 
and gov~rnment workers from Lesotho to the "homelands" of 
South Africa in response to substantially higher wages and 
benefits. It would be wasteful of scarce resources for 
Lesotho to spend substanth·l sums on development of industrial 
and entrepreneurial skills if large numbers of the trained 
pecple were later to migrate out of the country because of 
higher wages elsewhere. There is a conflict to be resolved 
in Lesotho's case between the twin objectives of low wages and 
ava i lab i 1 i ty of s•: i 11 s for industry or. to put it another way, 
between competitive wages from the macro viewpoint (re 1 at i ve 1 y 
lot-!) and comp~titive wages from the micro viewpoint 
(relatively high,. 

3.3.2 Resource-based industries 

Although LNDC encourages foreign investment, it makes no 
practical distinction between indigenous and foreign investors 
in its award of incentives. However, it appears to be anxious 
to try to reserve for indigenous entrepreneurs resource-base 
manufacturing activities (those which process domestic raw 
materials such as wool and mohair, clay, and so on) which it 
regards as "strategic". Indeed, if indigenous entrepreneurs 
are not ready to participate in such activities, LNDC has 
declared its intention to assume the role of local joint 
venture partner with 51 per cent equity holding until such 
time as a local entrepreneur is able to get involved. This 
has tended to have the effect of slowing down inve~tment in 
such activities. For this reason, the r.10re recent change of 
attitude whereby LNDC has declared its intention of being 
"flexible" by removing the existing requirement that the LNDC 
retain a majo~ity ownership in joint ventures in resource­
based industries is to be welcomed. 
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3.3.3 Timely provision of industrial infrastructure 

As al ready noted under 2. 6 above, there are often serious 
delays in the prov1s1on of physical infrastructure and 
services to industry such as roads to industrial estates, 
electricity, telecommunications, and water services. 
Basica1ly the problem arises from lack of forward planning of 
major developments. Utility companies need a minimum of three 
years before major works can be mobilized. 

These problems need to be resolved in a country like Lesotho 
which is competing with neighbouring areas in terms of its 
incentives package, part of which is its infrastructural 
facilities. · 

3.3.4 Provision of Industrial land 

The 1979 Land Act creates some problems for foreign investors 
and companies with majority foreign ownership. They cannot 
buy er lease 1 and but on 1 y obtain sub-1 eases for 1 i mi ted 
period~. Such sub-leases, given the terms attached to them 
by LNDC, are often not acceptable by banks as collateral for 
loans. Indigenous investors face their own problems in 
obtaining land from the Land Commission for industrial 
purposes. The process whereby investors in general obtain 
land and can use it as co 11 atera l for l cans needs to be 
streamlined. 

3.3.5 Technology 

The more developed becomes the manufacturing sector in Lesotho 
the mo!"'e necessary becomes development of a strategy and 
policy technology. Technological development has to be linked 
to industrial development. Lesotho has to develop its 
techno 1 og i ca 1 capabi 1i ty so that it can se 1 ect, acquire, 
adapt, absorb, and diffuse imported technologies and negotiate 
better on their acquisition . It is important to choose and 
utilize appropriate technologies. Its technical training at 
all levels needs to be upgraded. Lesotho needs to develop a 
policy on technology and to implement it through appropriate 
i ns ti tut ions and me ch an isms. One of the Fourth P 1 an ' s 
objectives is the es tab 1 i shment of a Nati ona 1 Counc i l on 
Science and Technology. 
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3.3.6 Ind~strial Skills 

!ndustr-ial technology and the ski 1 ls required to use and 
manage it are subject to continuous charge. The imparting of 
skills to suit today's technology is an insufficient basis for 
the creative adoption, let alone adaptation, of whatever 
technologies will be used tomorrow. The basis for training 
prograr:wnes in industrial skills and management is thus a sound 
basic education for all which encourages the search for 
creative and innovatory approaches. A sustainable indigenous 
industrial sector - as distinct from one subject to the whims 
of footloose foreign investors - can be developed if training 
programmes in production and management skills are based on 
the realization that skills competencies have tc be 
continuously upgraded and renewed. 

The approach most l i ke l y to succeed in technical training 
programmes is one that imparts an understanding of how 
machines work, why they must be continuously maintained, that 
there may be better ways of doing the job, and that these ways 
should be constantly sought. 

3.3.7 Women in Industry 

For no group in society is education and production and 
management training programmes that embody the characteristics 
outlined under 3.3.6 so necessary as in the case of wcm~n. 
The women of Lesotho are strong in terms of numbers and in 
1 a test management and entrepreneur i a 1 capabi 1 it i es. They 
carry the main load in the agriculture sector and in 
parenting. One of the reasons for· low productivity in 
agriculture and small-scale industry is because women are not 
receiving training, or are not receiving the right type of 
training, and sufficient encouragement to realize their 
business potential because of restrictions on access to 
credit. Their special needs and experiences need to be taken 
into account and turned to advantage. Moreover, in the case 
of all public sector and donor assisted programmes, their 
direct and indirect impacts on women must be formally assessed 
at the design st3ge. 
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SECTION '9 

ASSESSMENT OF THE IHPLEHENTATION OF THE FIRST IDDA PROGRA~.HE AND 
CURRENT DEVELOPMENT AID 

4.1 Assessment of first IDDA programme 

The 1cea of designating the 1990s as the Industrial 
Development Decade for Africa (!DOA) arose from the Lagos 
Plan of Action 1980 and the adoption by the African Heads 
cfStates and Governments cf the concepts of self-reliance and 
self-sustainment as an objective approach to 
industrialization on the continent. Both stressed the 
imporar.ce of viewing the continent as a whole or in sub­
regione rather than as "40 to 50 bits and pieces". Only in 
this wey could a reduction in dependance on external inputs 
and markets be achieved and "internal engines of growth" be 
constructed. Consequently, as a continental strategy, the 
deliberate enlargement and consolidation of domestic markets 
and their combination, through economic cooperation, into 
markets accomodating economies of scale was to be pursued. 
According to an independant evaluation of IDDA I completed in 
1989 (CAMI 9/20 Add 1 and ICE 1989/20 Add 1, 12 April 1989), 
the basic strengths of the IODA approach consisted in its: 

(a) defining of goals from the Lagos Plan of Action, namely 
self-reliance, self-sustainment, and the creation of 
internal engines of growth; 

( b) provision cf a 
co~ntries could 
st .. ategies; and 

framework within which 
design their industrial 

individual 
development 

(c) th3 flexibility left to individual countries to prepare 
their industrialization plans to suit their own 
circumstances. 

The wea!messes ~1ere seen to be: 

(d) !ODA lacked a programme identity; 

( e) it was too di ff use and amorphous to become an 
operational instrument; 
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(f) it was over-optimistic in its assumptions of ·the 
practical possibilities of major 1ndustrial investments 
in the Decade; 

(g) it was equally over-optimistic about the practical 
possibilities of regional cooperation; 

(h) ~t lacked quantitative targets; 

(i) it paid inadequate attention to the economics of 
investment and to resource availaoility; and 

(j) it lacked a budget (p 119). 

Given t~at the overall objectives set out under {a) ab~ve 
were couched in continental or regional terms, over-optimism 
regarding the practical possibilities cf regional cooperation 
certainly acted es a major constraint on the achievement of 
the self-reliance goal. It is also doubtful whether 
individual countries subsequently produced !DOA programmes as 
they are now doing for !ODA 2 (certainly Lesotho did not) or 
even u~ed IDDA as a framework within which to design their 
own industrial development plans. Nevertheless, it must be 
acknowledged that the very generality of the IDDA approach 
(or "diffuse and amorphous" to use the evaluator's words) 
permits most national industrial programmes to be consistent 
with it. This is certainly true in the case of Lesotho's 
approach to industrial development. 

The 1930s concided with recession and aid cut-backs in 
industrialized countries and are generally considered - not 
only because of such exogenous factors but also for 
endogenous reasons - to have begn "a lost development decade 
for Africa". With respect to the objectives of IDDA, the 
evaluators implicity conclude that the Decade was a failure 
when tt:ey state that "th-9 dependency factor has not been 
reduced (and) the industrialization of Africa has not become 
a reality." (p 120). 
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T~is ccnclusion that the Decade failed is made explicit in 
the ninth joint progress report on the implementation of !DOA 
produce:1 by the secretariats of the OAU, ECA and UNIDO in 
March 1990. That report provided a list of what it described 
as "complex constraints" to explain the failure of the 
Decade. They include: 

(a) Structural weaknesses (lack of core industries with 
backward and forward 1 inkages, small size of the 
domestic markets and their lack of regional 
intergration, low capacity utilization, import 
dependance, lack of lmportant components of basic 
engineering, concentration on easy import 
sub~titution, deficiencies in institutional 
infrastructure); 

(t::) inadequate and inefficient industrial strategies 
and policies; 

(c) lack of political commitment to market and resource 
pooling at the sub-regional level; 

(d) lack of major factor inputs, repair and maintenance 
capa~ilities, entrepreneurship and financial 
resources as well as mounting debt and high 
interest ratP-s; and 

(e) exogenous factors such as a deterioration in the 
terms of trade, falling aid flows, balance of 
payments deficits, and the impact of operations of 
both transnational corporations and of structural 
adjustment programmes. 

If this list is meant as an explanation for the failure of 
Africa (and its individual countries) to make significant 
progreE.s during the 1980s to increass industrial output, then 
the list is only in part a description of constraints. To a 
much greater extent it is a listing of those very conditions 
which the deve 1 opment precess and espec i a 11 y the 
development of industry - is designed to overcome. In other 
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words, put in positive terms, most of them become the 
objectives of industrial development strategy. As a listing 
which mi·Jht assist in the design of !DD~. 2 it is not very 
helpful. The main reasons why the Decade made very little 
progress toward reaching its goals (increasing regional self- , 
rel i a nee and se 1 f-sus ta i nment, reducing dependence on 
external inputs and markets) are the following: 

(a) a "top-down" approach: very little involvement of 
individual governments in the formulation cf IDDA; 
little use, if any, of IDDA by governments as a 
framewor~ within which to formulate their national 
industrial development programmes {reflecting a 
lac~ of sensitization to the IDDA) and a consequent 
failure cf these programmes to "feed up" into a 
revised !DOA to any signific~nt extent; 

(b} inadequancies in the regional cooperation element 
of the strategy: a general failure to persuade 
individual countries to take a complementary rather 
than competitive approach to selection of 
potentially regional or sub-regional projects aF 
wellas poor- prcject design at this level and lack 
of clarity on how projects are prioritized for 
inclusicn in regional and sub-regional programmes 
or how thei implementation is to be advanced; 

(c; deficiencies in the institutional infrastructure to 
implement objectives and coordinate actors to do 
the jobs; and 

(d! lack of government and donor funds. 

These are the most important constraints that will have tc be 
addressod in the formulation and implementation of the second 
!ODA. 

4.2 pevelopment Assistance 

Given the need for donor assistance . help realize the 
object i 1es of the I DOA, it is re 1 evant in Lesotho' s case to 
eY.amine the recent record in terms of official development 
assistance (ODA). It is also relevant to try to deduce the 
reasons for fluctuations from year to year. 

49 



In real terms Lesotho's net re~eipts of ODA declined over 30 
per cent between 1980 and 1986. There were signs of recovery 
in 1987. This increase was consolidated in 1988. Since this 
increase in inflows over the 2-year period concided with the 
announcgment of the IMF's structural adjustment programme, it 
can be deduced that a perception on the part of donors that 
a country's absorptive capacity has improved will tend to 
lead to increased ODA flows. Of course need is also a 
powerful determinant and Lesotho's classification as a least­
developed country undoubtedly explains the very high grant 
eleme:it in it.s ODA receipts. Overall, it ws about 82 per 
cent i:; 1988 with all the bilateral aid being on grant terms. 

After debt service on the non-grant element of earlier 
support, Lesotho's net receipts of development aid rose b)' 
some 20 per cent between 1986 and 1988. 

The importance of multilateral assistance continues, but a 
near doubling of EC disbursements eclipsed the contribution~ 
cf the African Development Fund and the World Bank's IDA in 
1988. Bilateral aid is very diversified, but the USA, West 
Germany and the UK accounted for about three fifths of the 
total. 
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a 
Table ~-1 Grons official development assistance 

Bilateral 
of which: 
USA 
West German:.' 
Sweden 
ur. 

Multilateral 
of which: 
ADF 
WFP 
EC 
IDA 

Total 

a 

of which: 
grants 

1982 

57.3 

25.0 
9.8 
2. 1 
5.6 

35.5 

7.9 
3.4 
5.7 
9.3 

93.8 

73.2 

1983 

67.4 

25.0 
14.8 
3.4 
7.1 

40.8 

3.5 
10.6 
5.5 
8.5 

108.3 

88.1 

1984 

69.3 

32.0 
11. 7 
2.6 
7.0 

31. 7 

1.8 
8.3 
7.5 
6.0 

101 • 1 

86.5 

1985 

55.1 

19.0 
8.2 
6.9 
3.1 

40.6 

4.8 
10.2 
7.5 
7.9 

95.6 

76. 1 

58.2 

19.0 
12.0 
6.7 
5.6 

34 .4 

5.4 
e. 1 
6.2 
6.0 

92.7 

80.0 

1987 

62.6 

19.0 
10.5 
8. 1 
6.4 

4 7. 1 

11. 1 
10.6 
7.4 
8.6 

110. 3 

86.0 

70.2 

21 . 0 
10.6 
9.5 
e.1 

40.0 

7.3 
4.0 

14 • 1 
7.0 

110.2 

90.9 

Disbursements. Oficial development assistance is defined as gants 
and loans with at least a 25 per cent grant element, provided by 
OECD and Opec member countries and multilateral agencies, and 
admir.istered ~ith the aim of promoting development and welfare in 
the recipient country. IHF loans, other than Trsust Fund 
facilities, are excluded, as is aid from the Eastern bloc. 

Source: OECD Development Assistance Committee, Geograohical 
Distribution of Financial Flows to oevelooing Countries. 1990. 

In 1989 total reported external assistance to Lesotho 
amounted to USS 86 million. Of that the UN system delivered 
just over 34 per cent, bilateral donors 31.7 per cent, non-UN 
multilat9ral agencies 31.1 per cent, and NGOs 2.7 per cent. 

51 



About three quarters of UN aid delivered through UNDP's 
Fourth ~ountry Progamme (1987-91) is being spent under four 
main headings: agriculture 31 per cent, general development 
issues 22.4 per cent, transport 11.6 per cent, and industry 
8.9 per cent. Technical assistance to industry is designed 
to assist the Ministry of Trade and Industry to develop an 
industrial strategy and coordination mechanism and prc'.·ide 
technical support to women entrepreneurs. Under those 
headings the focus is on 3 key areas: strengthening the 
planning and economic management process especially in the 
productive sectors of the economy; training; and promoting 
export-oriented income generating activities in rural areas . 

.A.mong bilateral donors, the top five in 1989 were the US ( 48 
per cer.t), Sweden (18.7), UK (15), Canada (7.9) and Ireland 
( 7. S}. Donors have endorsed the programme approach to aid 
delivery. This brings them into line with the approach which 
the UN is using and the approach which the government has 
declared its intention of using in preparing the Fifth 
Development Plan. Th1s concidence of approach promises to 
improve- the overall al location of resources available to 
governn:ent during the next plan period and throughout the 
IDDA. 
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SECTION 5 

PROGRAMME FOR THE SEcotlD IDDA 

5.1 Objectives, strategies and policies for the second IDOA 

5.1.1 ~erall IOOA objectives and str·ategies 

The fundamental goal of the second I~DA, as in the case of 
the first, is the achievement of self-reliance e.nd se1f­
sustainment in the African continent. This cal ls for an 
increasing use of local factor inputs, institutionalizing and 
intensifying integration and cooperation schemes among 
African countries with the ful 1 invclvement of indig~mc.-us 
enterprises, both public and private, and the building up of 
domestic production structures capable of meeting changing 
local demand. 

These cbjectives at the continental level are to be realized 
througt: the fol lowing broad strategic approaches: 

( e.) using industrialization as a means cf attaining 
self-reliance and seli-sustainment; 

(b) reducing traditional dependence on forces an~ 
factors outside the continent; 

(c) promoting internal engines of growth; 

(d) increasing the use of domestic factor inputs; 

(e) promoting the establishln'9nt in Africa of core and 
strategic industries; 

(f) developing critical national capabilities, human, 
institutional and infrastructural, for project 
design, project execution, negotiating skills, 
mobilization of financial resources, support 
services, entrepreneurship and business management; 

(g) promoting regional and sub-regional cooperation as 
a practical means of enlarging markets, 
establishing multinational core projects, and 
strengthening the interdependent physical and human 
infrl=\structure. 
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Given the cr1s1s in Africa and unfavorab~e conditions at the 
g1obal level in the eiahties - w~ich blew the first IOOA off­
ccurse - it will be necessary in !DDA2 to strengthen these 
strategies to include the fellowing pragmatic areas of 
act.ion: 

( ~) pr·omot i ng the cor.so 1 i dat ion of existing investment, 
through rehabilitation of exist in~ industries where 
necessary and the implementation of programmes of 
pr·event i ve rna i ntenance throughC'ut industry. 

(b) e>:panding existing assets and promoting new core 
investments. keeping in mind national endcwments, 
markets capabilities, and viabil1ty based on sound 
commercial and socio-economic considerations; 

(c) p!-omoting the creation and upgrading of all types 
of human skills required for integrated industrial 
development; 

(d) developing an appropriate supporting physical 
infrastructure; 

(e) improving the quality and 
institutional infrastructure; 

range of the 

(f) s~rengthening and extending programmes of regional 
and sub-regional cooperation. 

5.1.2 National IDDA Objectives 

The cbjectives and strategies of the second IDDA are 
certain 1 y compat H> le t!i th Lesotho's deve 1 opment goa 1 s for the 
coming deca1Je. However, in terms of objectives, those which 
wi 11 guide the Lesotho programme during IDDA2 alsc 
specifically include the following: 

Increased domestic employment, particularly in the 
indust~ial sector 

Ir.~reased productivity leading to rising real incomes 

Improved urban-rural balance 
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Em.-"i ronl!M!nta 1 susta i nab i 1 i ty 

Enhanced socio-economic status of women 

Improving both the balance of trade and the balance of 
payments positions 

The cha11enge facing Lesotho is to create as much productive 
emol~vment as possible throug~ gro~th in the domestic 
ecc~cmy. Given the country's limited natural resources and 
its unique geographical position~ Lesotho faces a number of 
::onstraints en its future development. The economy faces 
uncertainties as South Africa moves away from apartheid to 
full democratic rule, especially ~ith respect to future 
migrant remittances and the continuation of current economic 
arrangements in their present form. Soi 1 erosion 6.~1 general 
environmental degradation continue to impede growth in 
agricultural productivity, while the land tenure system 
continues to be perceived by investors as a problem. 

5.1.2.1 The employment creation objectiv~ 

The emp 1 oyment cha 11 enge is brought;. into sharp re 1 i ef by 
examining some demographic and employment data. In 1986, 20 
per cent of the total labour force was employed in South 
Africa: this represented 40 per cent of males in the labour 
force a!'ld 59 per cent of males ·aged 20 to 44 years. !n 
contras~. the modern sector resident in Lesotho (the domestic 
labour force) employed 65,000 or just over 9.5 per cent of 
the total labour force. The residual of 450,000 (or around 
70 per cent of the total) was engaged in (mainly subsistence) 
agriculture and the informal sectors. 

As already noted, there are uncertainties regarding the 
numbers of mining jobs which will be available to Basotho in 
the yea~s ahead. The probability is that they will decline. 
If we were to assume that they would decline by around 2 per 
cent per annum during the Decade and Lesotho-based formal 
sector employment were to increase by around 3.7 per cent per 
annum, then the residual labour force would grow to reach 77 
per cent of the total by the year 2000.(This is because the 
decline in the former, although smaller in percentage terms 
than the increase in the latter, has a bigger absolute effect 
because of its larger base in absolute numbers). The growth 
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tc 77 per cgnt in the residual would be an unsatisfactory 
develcpment especially in terms of reaching the priority 
national objectives of IDOA2. The government's intention is 
that the size of the residual in 2000 would not only be below 
?7 per cent of the total but below i+.s present level of 70 
per cent. The chal 1enge for employr.1ent creation in the 
forma 1 sectc·r and especi a 11 y within manufacturing is thus a 
formidable one especially if the outl~ok for migrant 
employment -is worse than that already assumed. The total 
labour force is projected to grow to almo~t a million by 2000 

{from 672,0~0 ;n 1986). If the residual is to remain at 70 
per cent of the total labour force in 20VO employment in the 
formal sectcr will have to reach 17 per cent of the total by 
that date (compared with 9.5 per cent in 1986). If the 
residual is to brought below 70 per cent, a reasonable 
target, thar. the formal .sub-sector will have to expand even 
mere. 

Another priority objective is increased labour productivity. 
Clearly, labour-intensive methods of production are going to 
have to be widely used if a significant .;ncrease is to be 
attained simultaneously with an increase in the numbers 
employed in the formal sector, especially in industry. These 
twin object1ves of increasing formal employment and raising 
prcductivit~ can or.ly be reconciled if the general education 
and s~ills development programmes are correctly focused. 

5.1.3. National IDDA strategies 

Strategies being developed by the government of Lesotho are 
very much in line with those adopted for IDDA2 at the Afdcan 
level. Ho\·1ever 1 in order to reconcile strategies at the 
national level with the objectives 1 isted at the national 
:avel, the continental-level strategies are reinforced by the 
following soecific national list. 

1. Streng~hening public sector planning, management, and 
administrative machinery 

2. Preparing a programme of sound environmental management 
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3. Enhancing the role of the private sector in production, 
including manufacturing, supported by an improved 
enabling environment and policies provided by government 

4. Improving the provision of basic services, including 
physical infrastructure and communications in t~9 rural 
a!'"eas. 

5. Restructuring and increasing support to investment 
p!'"omotion institutions, especially LNDC, BEDCO, and TPV 

s. Promoting small-scale and informal sectors 

7. Relea£ing the creativity of the population by providing 
a sound basic education. 

e. Harnessing the latent entrepreneurial talents of 
Basotho, especially of Basotho women, through increasing 
policr support for indigenous enterprises. 

9. Upgrading technical skills through the promotion of an 
apprenticeship scheme and apprenticeship training as 
well as by strengthening formal technical education. 

10. Devel~ping maintenance and repair capabilities 

11. Gearing agricultural production toward income generation 
and the provision of increased input$ to industry 

12. Exploiting to the full the country's tourist potential 

13. Rehabilitating existing industries in order to make them 
more eft:cient and profitable 

14. Promoting backward and forward and lateral linkages 

15. Restructuring the government's procurement 
especially for minor works, so that it 
employment creation in the private sector. 

system, 
supports 

1 S. Expanding the f i nanc i a 1 system es tab 1 i shed to imp rove 
access to bank credit by Basotho, 9special ly Basotho 
women entrepreneurs. 
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17. Supporting regional and sub-regional cooperation in 
prevision of factor inputs, human resource development, 
and in the establishment of regional and sub-regional 
investm9nts. 

5. 1 .4 Assumptions underlying the IDDA progranne 

As already acknowledged in Section 1, designing a national 
IDDA2 progra!Ylme for Lesotho at this time is a very difficult 
task. It is located in a region which is undergoing 
irreversable transformation. But the details of the 
transformation process and their impact en Lesotho are 
unknown. To produce f"n IDDA2 progranune, however, it is 
necessary to make a number of assumptions regarding the ways 
in which some of the major factors influencing the industrial 
sector in Lesotho are likely to go in the decade ahead. 

The assumptions that lie behind this !ODA programme for 
Lesotho are that during the 1990s political developments in 
South Africa will be such that: 

RSA's trade and investment links with the rest of the 
world will be normalized; 

by the end of the decade all the countries of East and 
Southern Africa, including RSA, will be members of SADCC 
and the PTA; 

production and trading links throughout the whole 
continent will be significantly greater than they are at 
present - in other words that the rea 1 i zat ion of the 
main objectives of !DOA, increased self-reliance and 
self-sustainment in Africa, will have been put in train 
to an important extent. 

Some of these developments will have negativt• and some 
positive implications for Lesotho's industrial s~ctor. On 
balance they should have positive implications. l.1is belief 
that they will on balance be positive is based on a iumber of 
further assumptions, namely that: 

private industrial investment 
significantly in Africa as a whole 
Africa in particular during the 1990s; 
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private foreign invest.nent will be increasingly 
attracted into the region as a result of positive 
perceptions of the investment environment (because of 
the first two assumptions above); 

Lesotho wi 11 not lose out on this investment upsurge 
provided it develops an indigenous economic core based 
en its comparative advantage within the region; 

aid flews will not decrease significantly and may even 
be increased provided Lesotho demonstrates to the 
international community that its absorptive capacity is 
increa~ing. 

A basic premise of this national programme for Lesotho is 
that a strategy of industrial development does not have to be 
approached by focusing exclusively on the industrial sector 
itself. It is already widely acknowledged that a focused 
development of the agricultural sector can promote 
industrialization through processing of agricultural outputs 
in resource based industries. This approach is already 
underway to some extent in Lesotho and should be more 
strongly developed. 

The potential of tourism to act as a major contributor to the 
industrial 1evelcpment of Lesotho has generally net been 
adequately acknowledged. 

The resource base for tourism in Lesotho is very strong. It 
is being gi~en a large boost through the LHWP. The tourist 
industry should be viewed as a core activity which could 
generate activity in the industrial sector. If correctly 
focused and planned such an approach would be self-sustaining 
- a key concern of IDDA - since it would be ba£ed on a 
complex set of inter-sectoral and inter-industry linkages. 

Agriculture would be linked to industry (for example through 
processing of food; hides and skins and wool for clothing, 
floor and wall coverings, bags; clay for pottery and building 
mater i a 1 s). Tourism would be 1 inked to agri cul tu re and 
industry through thesg products and many more, including the 
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production of shoes and clothing, crafts and souvenirs, 
building and construction, and furniture. Tourism would also 
great 1 y enhance the size of the domestic market for these 
products through the income generated from tourism receipts. 
In Lesotho income per loti invested in tourism is 
significantly higher than for other investments. 

The service sector would receive a major boost from all these 
activities. Transport and communications, management and 
accountancy services, and a host of ethers would need to be 
developed and expanded. Improvements of these services in 
turn would increase the range of investment opportunities in 
industry and tourism. Improvement in the design input to 
crafts and ~onstruction will spill over into a general 
raising of design standards in industry. 

Lesotho's population will still be very small - around 2 
mi 11 ion - by the end of the decade. With its present 
development strategy the employment creation challenge looks 
formidable, given its rate of population growth. The correct 
choice and appropriate promotion of a major core activity -
tourism at the centre of its industrial development 
programme .. .,ould make the job creation objective much more 
achievable. 

5. 1 . 5 Jhe policy context 

Official development assistance to Lesotho has been declining 
in the last few years. This has mainly been because there is 
a perception that the absorptive capacity is weak. This issue 
has been indicated as a concern ln the current 4th Five-Year 
Developmen~ Plan. The plan itself was published after the 
date on which it W:lS intended to · have gone into effect, 
indicating some wea!messes in the planning process. If 
Lesotho is to effectively stand up to the challenges posed by 
the uncert3inty of the impact of the regional changes, it is 
impo!'"tant that the planning, management and administrative 
machinery of Government is improved. The improvement wi 11 
have to go beyond an increase in the human resources 
available for this task and be preceded by a thorough review 
of the structure, procedures, and the decision-making process 
associated with this exercise. For example, consideration 
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should be given to the establishment of an Economic Council 
er National Planning Board which would enable people from 
outside government tc contribute to the planning exercise. 
As it is, planning is fragmented and the Ministry is not able 
to exercise full authority over the implementation of plans. 

!n terms of resource allocation, the Department of Industry 
has not fared we 11, compared with other Government 
Departments. This is probably because the LNDC was 
established in 1967, before there was a Department of 
Industry. It is the small-scale industry sector that holds 
out the greatest premise for industrial development in 
Lesotho. It needs more official support. Support to this 
sector is minimal because of the resources, human and 
material, at the disposal of the In9ustry Ministry. BEDCO, 
which is spgcifically charged with responsibility to support 
the small scale industry sector, has virtually survived on 
external donor support, and has shown little vitality since 
the departt.:rE:! of the main sponsor, CIDA. Thus, the small 
scale industry sector does not enjoy the support it deserves. 
Government is aware that this situation will have to change 
if tne sector is to be the spearhead of the new strategy of 
increasing employment, particularly in the rural areas. 

The respective roles of the MTI, LNDC, BEDCO and TPU should 
be reviewec. clearly defined and articulated without delay. 
Such articulation will have to involve their actual 
restructuring and strengthening. With t.he support of the 
World Bank, this process is already underway in LNDC. Strong 
UNIOO, UNDP and World Bank support will be needed for HTI and 
BEDCO. The LNDC should continue primarily to be responsible 
for the prcmotion and facilitation of investment in Lesotho. 
The Trade Promotion Unit of the MT!, which has - like BEDCO -

survived alffiost exclusively on donor support, should be 
transferrec and merged with the planned Directorate cf 
Investment P!'"omot ion at LNDC. BEDCO' s ro 1 e shou 1 d 
essentially be to provide support and assistance to the small 
scale enter·prise sector, particularly small scale industry. 
MT! should concentrate on providing a strong policy support 
to the sector, providing the needed infrastructure, and 
soliciting needed support for the two promotional 
institutior~s. 
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5.1.5.1 Development of the private sector 

The private sector is recognized as ho 1 ding out the best 
prospects for· accelerated economic development and employment 
creation in the country. Lesotho does not lack either the 
entrepreneurial talent or financial resources for an 
effective private sector involvement. What is needed is the 
creation cf the enabling environment for the private sector 
to develop and prosper. The most prominent private sector 
operators in Lesotho have tended to be expatriate. People in 
business have tended to be looked upon as rich and capable of 
holding their own without any kind of assistance from 
Government. This attitude has tended to create a policy 
environment that is not supportive of the private sector. 
The Government now intends to throw its full support behind 
the encouragement of the private sector as the engine of 
growth. 

Apart from increased support to BEDCO and better resource 
allocation to the MT!, the administrative infrastructure for 
the promotion and support of the cooperative movement and 
company forn1 of business organization will be strengthened. 
The mechanism for the registration and monitoring of 
companies and cooperatives will be strengthened and placed 
under the HT!. This· will enable Government to effectively 
monitor their performance and to include their needs in day­
to-day policy considerations. It is recognized that when the 
legi slat ion rel at i 119 to companies was promulgated, in 1968, 
there was r.o HT!. Again, cooperatives \-1ere in the past 
considered t.o be rural sector organizations and therefore 
better housed in the HoA. The potential for building the 
cooperative movement for private sector involvement in the 
industrial sector and development of Lesotho is now 
recognized and will be better exploited. 

Access to credit has been one of the major constraints facing 
the private sector. With the assistance of UNCDF, Government 
has successfully initiated a programme that effectively deals 
with this problem. However, due to limited resources the 
coverage is still rather small. It is planned to expand this 
f ac i 1 i ty ar.d to continue to exp 1 ore other instruments in 
order to put resources available from migrant remittances 
increasingly into production rather than the current 
situation where they go almost exclusively into consumption. 
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Other actions contemplated for the support of the private 
secto!"" incl!.lde the restructuring of the judicial system tc 
provide fer small claims courts in the rural areas. 

5.2 Programme of consolidation 

There are 3 number of problems and constraints affecting 
existing enterpri~es within Lesotho's manufacturing sector. 
Thus, an important factor in the country's national programme 
for the second !ODA is the rehabilitation cf existing 
industry. 

5. 2. 1 Programme of rehabilitation 

!n the UN!DO integrated "top-down/bottom-up" approach to 
rehabilitation candidate enterprises are studied in relation 
to their total economic env i ronment. I ts diagnostic ana 1 ys is 
and remedial acticn programmes are not confined to a plant's 
technical problems. They cover the entire range cf 
technital, ~anagerial and technology issues at plant level as 
well as the overal 1 financial, commercial and structural 
issues at ':.he branch and macroeconomic levels. The UNIDO 
approach begins with an examination of the macroeconomic and 
inst i tut iona l environment (e.g. government tariff policies, 
foreign exchange allocation system, etc), descends through 
the sector, sub-sector and branch levels and finally ar!""ives 
at the p1ant level. With this approach, industrial 
rehabilitation becomes an exercise in securing the optimal 
use of exi~ting capacities and resources for future, general 
industrial growth in a country and within Africa as a whole. 
In Lesotho, the following industries need ~nvestigation to 
determine their rehabilitation needs. 

(a) Food end beverages 

There are 18 licensed establishments in this subsector. The 
branches that constitute the sub-sector are: meat processing 
(2 plants) wheat and maize milling (3), milk processing (1), 
vegetable ·::ann i ng ( 1 ) , packaging of fruits and vegetables 
(3), ice cream production (1), bakery products (6), brewery, 
beer and soft drinks (1). An oil milling plant, and a plant 
for proces£ing of malt are under active consideration. The 
sector co:itains the largest share of public sector 
investment. The parastatals in this sector are Lesotho Flour 
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Mi1ls, Basotho Canners, Lesotho Dairy, and the National 
Abattcir. Government is currently considering a major 
restr~cturing of these parastatals ~ith a view to privatizing 
them. With reference to the technology in use, the National 
Abattci r hac! been equipped with modern machines but due to 
certain inh£·rent prob1ems in the production 1 ines it has not 
been able t•l function as envisaged. Meat is only packaged 
and no proc~ssing as such is undertaken. The cannery, the 
brewery and the flour Mills use packaged technology. 
Standards a:1d Quality are maintained but the machinery is 
quite old. 

( b) Leather: 

The manufac~ure of footwear dominates this sub-sector, wi1ere 
there are 11 manufacturing units. The main products a,·e 
footwear, sheepskin products, slippers, bags, and shoe 
components. Hi des and skins are exported tc the Repub 1 i c cf 
South Afric3 (RSA) in the raw form, although a plant was 
established to semi-process to wet blue stage. This unit i~ 
particular, a parastatal under LNDC, is a candidate for 
rehabilitation in terms cf improving its technology and 
reinforcing its management. Because of the potential of this 
subsector in terms cf backward and forward 1 i nkages, and 
despite thE fact that the leather products manufacturing 
sector does not have a complex technological base, there is 
a need to U"'ldertake a major study of this sub-sector. Such 
a study would form a basis fer future expansion. Currently 
the sector employs around 10 per cent of the total employment 
in the industrial sector. 

(c) Textilss and clothing 

There are 18 es tab 1 i shments in this subsector 1 i censed to 
manufacture textiles and wearing apparel, and 9 to produce 
woven products. There are, in addition, a number of small 
enterprises in the small-scale industry subsector and in the 
informal se=tor which do not hold industrial licenses. Woven 
products i !iclude carpets, tapestry, jerseys and shawls. 
Denims, sp~rtswear, beach wear, T-shirts are the main 
garments manufactured. Due to the absence of a scouring 
plant, wool and mohair are exported to RSA and the processed 
product is imported. Machines are imported from RSA and there 
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is no r.:aint!mance faci 1 ity fer most of these machines. Many 
enterprises in this subsector are operating at sub-optima 1 
levels because of limitations in both capital and management. 
A sur~ey of rehabilitation needs in this subsector is needed 
to determine the specific needs cf each enterprise. P1is 
sub-sector ~cccur.ts for about 58 per cent of employment in 
the industrial sector. 

(d) Metal fabrication 

There are 12 manufacturing enterprises licensed in this 
s~bsector, producing grills, gates, doer and window frames, 
corrugated sheets, and grain mills. The equipment used in 
this sector is o1d and energy inefficient. As in other 
a!"'"eas, heavy reliance is placed on obtaining material from 
RSA. It is, perhaps, those units in the smal 1-scale ar.d 
informal sectors that are most in need cf rehabilitation. 
Institutional support to BEDCO will improve capacity tc 
assess and respond tc the specific needs of all enterprises 
in this subsector. 

(e) Chemical and allied: 

The subsector is made up of 2 paintfirms, 1 pharmaceutical, 
1 ccsmet i c ccmrany, and 1 cough syrup manufacturing unit. 
The raw mat~rial for paint is obtained under licence from the 
RSA, and fe~er than 50 persons are employed in this 
cperation. The pharmaceutical corporation is the largest in 
this subse=tcr employing around 135 people. Its main 
constraint is access to t.he PTA and other African markets. 
In the age cf privatization, and within the context of the 
country• s ::>tructura 1 adjustment programme, the corporat i en 
will n9ed to be restructured to meet the challenges cf IDDA2. 

(d) Printing and packaging: 

There are :? 1 icensed printing units though there are other 
smal 1-scale units in operation. There is no packaging 
industry. The equipment in the printing subsector is aged 
and in need of rehabilitation. Two of the largest printing 
units are Lhurch-owned and in need of restructuring. 
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(g) Ncn-Hetallic mineral-based 

This is one sub-sector where Sasotho entrepreneurship is 
p!""edominant. It is also based on products available ir. 
Lesothc. Bricks are sun dried and consequently the quality 
is not consistent and there is considerable wastage. There 
is a g!·eat need to upgrade the level of technology in this 
subsect.or. The managements cf most of the Basotho-owned 
units require management assistance. Such assistance may be 
provide-d through BEDCO. 

5.2.2 Prograr.ne of preventive maintenance 

The country is littered with piles of scrap metal. This is 
mostly scrap cars but it also includes scrap machines, scrap 
tractors, comp!""essors, electric motors, and ether 
miscellaneous items. A recent survey by the HTI concluded 
that in the main there is no maintenance work done in 
Leso the . The on 1 y maintenance done in most p 1 aces is 
emergency maintenance. The HT! survey observed that foreign 
companies in the main do not e~.plcy maintenance personnel hut 
simply call in maintenance contractors from RSA when there is 
a breakdown. None of the companies er workshops in the 
survey carried out any preventative maintenance as part of a 
planned maintenance progranvne. The vast majority ot 
companies have no specific budget for maintenance purposes. 
The fe~ companies tha~ do employ maintenance personnel report 
that graduates cf Lerotholi Polytechnic were not trained to 
the standards required, and therefore had to do on-the-job 
training. In ge~eral no information is kept on machines and 
equipmE·nt; thus there are generally no maintenance records 
kept. 

If Lesotho is to sustain its economic growth by increasing 
industrialization, then urgent consideration must be given to 
the very pocr state of maintenance. Consideration should be 
given to setting up an industrial maintenance training centre 
to tra~n craftsmen and technicians ;n mechanical, electrical 
and construction maintenance practices for machines, plant. 
and eq,Jipment. A smal 1 training unit housed in BEDCO to 
train maintenance personnel to service machines and equipment 
used in sma 11 businesses such as knitting, sewing, 1 i ght 
metal ~:ork, etc. should be considered. A ful 1-time 
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mainten3nce consultant to advise Government on all aspects of 
plant and equipmgnt maintenance is req~ired. The consultant 
could also advise on the organization cf a common maintenance 
faci1itt to cater for the small enterprise sector. 

5.2.3 Revitalizing public enterpri3es 

There is a very small industrial publi= enterprise sector ir. 
Lesotho. What there is, is concentrated in the agro-industry 
sub-sector, is generally geared towards import substitution, 
and is largely under the supervision of the Ministry cf 
Agriculture. Host of these enterprises are operated on 
managem~nt contracts with foreign companies and heve their 
boards dominated by government c.-ff i c i al s. Natura 11 y they 
benefit from Government support and protection and some are 
doing better than others. As indicated earlier, there is 
need to upgrade the technology and replace some cf the 
equipme'1t in these enterprises. Hore important, there is 
need tc restructure them with a view to putting them on a 
firm commercial footing that will see them survive the 
challenges ahead during IODA2. 

5.3 Programme of expansion 

The assumptions made in 5.1 in relation to the impact on Lesotho 
cf changes in the sub-region during IOOA were generally positive. 
Proceeding from those assumptions and taking account cf the 
national objectives and strategies also outlined in 5.~. the 
programme o7 expansion for the industrial sector during !ODA2 
should focus on the fellowing areas: 

iw.provement cf key infrastructural facilities 

expansion of resource-based industries 

expansion of the ~ourist industry and promotion of 
"industries for tourism" programme 

irr:provement in the enabling environment within which the 
industrial sector operates, with particular focus on 
strengthening the Department of Industry in HTI and the 
industrial promotion institutions, and expanding and 
improving training programmes serving industry and 
tcurism. 
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5.3.1 Jnfrastructural facilities 

To underpin the programme of expansion in the industrial 
sector and, at the sa~e time, maximize the long-term benefits 
which wil1 accrue to Lesotho from LHWP, a necessary 
preccnd it ion is ex pans i en of the country• s inf rastructura 1 
facilities. The most important projects which merit 
ccnsiderat1cn in any such expansicn programme include 
extensions to the railway line, expansion of airport 
facilities. building of an export-processing zone (EPZ) near 
the airport, and expansion of indu5trial estates. 

The justif;cations fer these infrastructural developments are 
presented below. 

(a) Extensions to railway line 

The first extension proposed for the railway line is ~ithin 
the Maseru area. 

The RSA railway syste~ has an extension cf about 3 km up to 
Maseru industrial area through a railway-cum-road bridge in 
Maseru. The other industrial area in Thetsane in Maseru has 
no railway lines. Tc enable more efficient movement of goods 
to and frcm Thetsane Industrial Area and Maseru Industrial 
Area, the present road-cum-rail bridge sh~uld be modified to 
allow for ~ail movement only and a new railway line should be 
extended t·:J Thetsane industrial area which is about 3 km away 
from the existing bridge. The Railway lines in due course 
may be extended to the proposed EPZ. A separate road bridge 
should be constructed at Maseru border to avoid the existir.g 
bottleneck in the movement of road traffic. 

The second extens;on proposed for the railway line is the 
building CJf a spur from Fic~sburg in RSA to Maputsoe in 
Lesotho. At present the RSA railway line passes close to the 
border but has no spur into Haputsoe. In order to satisfy 
demand by LHWP for cement, it is proposed to build a cement 
blending and mixing plant at Haputsoe. From there, the 
product could be transported by road to the highlands. It is 
proposed to build a Railway spur from Fickburg in RSA to a 
new Railw3y terminal in Haputsoe, the construction to 
involve building cf a new railway bridge. 
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(b) EY.port-processing zone and comnerrial airport at Hase!""u 

At present., Lesotho's access to export markets 1s through 
RS~.·s rail, road, seaport, and airport systems which a!""e 
rated veq.- highly in world terms. 

Lesctho e.1 so has an i nternat i ona 1 airport which has 
facilitie~ to accommodate large passenger and cargo aircrafts 
of the Boeing 70? class. Thus, Lesotho has ready access tc 
an efficient and developed infrastructure system. The 
Ministry ~f Trade and Industry propos9s that an EY.port 
Precessing Zone be established close to the international 
airport ir. order to attract a variety cf light manufacturing 
industries to locate in this area. As the industries would 
have to utilize the current facilities of the international 
airport to bring in raw materials and components to be 
precessed and/or assembled into finished products for eY.port 
to marketE beyond SACU it would be necessary to examine the 
faci l itie~ available and the charges involved to make the 
operation~ of the airport commercially viable on its own 
without any extra costs and inconvenience to the industries 
located in the p!""oposed export zone nearby. The successful 
implementation of such a scheme would greatly assist in 
utilizing the idle capacity of the airpor~ which suffers from 
low passer:ger traffic and an almost complete absence of cargo 
traffic. 

MT! now wishes to evaluate the feasibility of such a scheme 
for Lesot!10 and to determine and establish the cost of the 
scheme, the type of industries which could be· attracted to 
locate within the EPZ, the range and type of incentives that 
Government could extend to such industries, as well the 
organizational structure and funding needed to establish, 
ope!"'ate and manage both the EPZ and the commercial airport. 

(c) Extension of industrial estates progronne 

In order to implement the government's objective of promoting 
industrialization in small centres and improving rural-urban 
balance, it is proposed to build industrial estates 
containing sheds, utilities, and a Common Facility Centre at 
a number of locations around the country. Technical 
assistance is needed to select sites and design and produce 
cost estimates for the various facilities that will be 
located in the industrial estates. 
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5.3.2 Resource-based industries 

The resource-based industries which hold out the best 
possibilities for successful expansion are those involved in 
production of building and construction materials, food 
precessing, textiles and clothing, and crafts. 

(a) Building and construction materialn 

The building and construction indtistrv in Lesotho can be 
expected to perform very strongly over ~he next decade - and 
indeed we 11 into the next century - as a result of LHWP. 
Lesotho has a wide rans~ of natural resources which can 
provide inputs to the construction industry. They include 
aggregat~s and sands, dolor i tes ·and basa 1 ts, used in the 
production of manufactured aggregates; and stone and clay for 
use in construction of public buildings and housing. At the 
same ti r.ie, many Basotho enter~ri ses in the construction 
industry are too small to get involved in large projects such 
as LHWP, or other public works and need assistance in gaining 
access t-:> machinery on terms which do not tie. up all their 
capital or force them to take on m'!jor loans. The most 
important projects which merit consideration in any programme 
of expansion in the construction sub-sector include cement 
blending and mixing, manufacture ot aggregates, production of 
galvaniz~d wire and light steel products, and technological 
upgrading of stone and brick production. 

The justifications for these expansion programmes are 
presented below: 

(i) Cement blending and mixing olant 

Host of the output for this plant would be produced 
to meet the demands of LHWP to build its dams and 
tunnels. The plant can also serve the needs of the 
rest of the construction industry in Lesotho. 
Clinkers and gypsum can be imported from other PTA 
countries, giving this project a regional 
component. 
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(ii) Manufacture of aggregates 

(iii ) 

For the dams and tunnels, apart from cement, flyash 
and slags, LHWP construction contractors will need 
aggregates and sand. Lesotho has send in various 
river beds. It has also vast deposits of dolorites 
and basalts for aggregates. Although these 
do l ori tes and basal ts are of the same gee 1 og i cal 
prcpert i es as in RSA, it is necessary to source 
suitable supplies as n~arto the dam sites as 
possible in order to minimize transportation costs. 
These deposits are to be tested for qua 1 i ty and 
quantity in cooperation and consultation with LHWP 
so that. the Ministry of Trade and Industry can 
identify manufacturers to supply aggregates ar>d 
sands cf approved quality to the contractors. To 
ensure appropriate quality, a testing laboratory 
will be set up in association with LHWP. Some work 
has already been done by LHWP in this regard. 

Production of galvanized wire and light structural 
oroduct..§ 

Light structurals can be manufactured from billets 
in small rolling mills with facilities of coal 
fired heating furnaces. Light structura 1 s 1 i ke 
rods, ang 1 es, flats, and ~ees can be used for 
various structural requirements in reinforcement, 
fabrication, window grills, security fencing and 
for various engineering construction jobs. The 
biggest demand is in the components for 
distribution and transmission lines for electric 
power . Most of the components used in e 1 ec tr i c 
poles and pylons are light galvanized structurals. 
Another line of production starting from rods is to 
dra\ot wires from them and use them for welded mesh, 
for various construction and fencing requirements. 
The w i res can be ga 1 van i zed and used for fencing 
materials. From the wires, a variety of wire 
products (galvanized and black) can be made. If a 
modern galvanizing complex with latest technology 
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is set up, it should be possible to add 
manufacture of sheet products, both plain and 
corrugated at later stages. There is a big market 
for all these products in RSA and in the PTA 
countries so this project has a regional component. 

(iv) Stene and brick production 

There are very iarge deposits of stone but it is 
not as widely used in construction as it used to be 
beca~se the level of technology used in extraction 
and cutting uses manual methods and is out-dated in 
relation to the needs of the expanding construction 
sector. Lesotho also has large deposits of clay 
for brick making but the technology used in most of 
the small brick making enterprises is low-level and 
the quality of the bricks is not consistent. Both 
stone and brick production need studies tc 
determine their requirements in terms of 
technological upgrading. 

(v) ~aintenance and eauipment leasing workshops 

The number of construction jobs in LHWP, public 
works, and even housing open to Basotho builders 
would be much greater than it is if they had access 
to machinery at reasonable rates. Construction 
machinery, like any other, always requires regular 
maintenance and most small contractors are not 
ski 11 ed in such tasks. One way of circumventing 
the high capital ~nd maintenance costs would be to 
get a private-sector inve~tor to purchase the 
machinery and rent or lease it to the small 
construction enterprises. 

The investor could buy shares in these enterprises 
with management and technical assistance to be part 
of such participation. Hai ntenance wou 1 d be the 
responsibility of the investor. This project would 
help the local contractore to undertake bigger 
contracts and equipment at present with various 
government authorities could be used more 
ratior;ally and economically through this private 
sector investment. So:ne of the equipment could 
also be leased to small diamond diggers who are too 
poor to purchase their own machines. 
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(b) Feed processing 

There is scope for expansior. within the food-processing 
branch. Lesotho has very large herds of cattle, sheep, and 
goats. Many owners regard their animals as symbols of wealth 
more than sources cf further wealth creation. Consequently, 
the animal slaughtering and meat and dairy processing 
industries are quite small. A feasibility study should be 
undertaken to examine the scope for developing these 
activities in a significant way. Export markets in the 
region are large: the PTA countries import huge quantities of 
milk and milk products. 

There is a 1arge demand for edible oil in Lesothc and 
generally in the PTA region. It cou1d be produced lo:;al ly 
from s:.mflowers which could be grown in Lesotho. A by­
product, oil cake, could be used in animal-feed production. 
Establishment of an edible oil mill is now under a::tive 
consideration. 

(c) Textiles and clothing 

Lesothc encounters no quota restrictions on exports of 
textile-s to the European Community, US.\, and Canada. RSA has 
not modernized its textile industry in recent years. Wool 
and mohair are available in Lesotho. There is a good market 
for blankets made from woollen and acrylic yarns. Cotton is 
available in RSA and polyester, v;scose and other ra~ 
materials are available in PTA and other areas at competitive 
prices. There is, therefore, a pot9ntial to establish a 
modern integrated textile industry in Lesotho to take 
advantage of its market preferences and raw materi~ls. 

Lesoth~'s large herds of animals provide a range of hides and 
~kins i1hich could provide inputs to an integrated leather 
industry. At present, almost all hides and skins are 
exportE:d in unprocessed form to RSA. The single tannery 
proces€es some of the local hides and skins. Shoe and bag 
manufacturers and producers of other leather-based products 
import their processed leather requirements from RSA. There 
is nee~ for a feasibilit~ study to examine all aspects of the 
leather industry and to make reccmmendations regarding its 
future development in Lesotho. 
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5.3.3 Pharmaceuticals 

Lesotho a 1 re 3.dy has one pharmaceut i ca 1 s p 1 ant. Production 
could be diversified and the plant could be expanded so as to 
expor~ to PTA countries provided · PTA policy on 
rationalization and ~'armonization of standards etc. is 
agreed. 

5.3.4 Tourism 

As already noted under 5.1, Lesotho is very well endowed with 
the resources - natura 1 and human - t•pcn which a major 
tourism industry could be developed. Mor·eover, as has also 
been pointed out, such an industry can act as an important 
catalyst for further expansion of the type of resource-based 
i ndus tries s. l ready es tab l i shed in Lesotho. ThesP. inc 1 ude 
construction, food precessing, textiles and clothing, and 
crafts. It would also provide increased demand fer services 
such as transport and communications among others. If the 
"touri~m· industry were to expand tc include a major 
conference and convention component, and a medical component 
(a practical idea given the healthy mountain climate), the 
multiplier effects on industry would be correspondingly 
greater. The LHWP will, as each stage is completed, offer 
increasing opportunities for sporting and leisure activities 
(water sports, fishing, and so on) and thus for local 
manufacture of inputs to service them such as small boats, 
skis, special clothing, and fishing equipment. 

In other wo!""ds, a major expansion of the tourism industry 
could spark off a major expansion of industry for tourism. 
A major feasibility study is now needed as a prelude to the 
design of a tourism development plan for Lesotho. 

5.4 Suoport programme 

The MTI and BEDCO urgent 1 y need support to enhance their 
capacity to provide effective assistance to the i ndustri a 1 
sector. At its current level of development, the private 
sector cannct be expected to carry the momer.tum of industrial 
development with merP.ly minimum direction and support frr:::-: 
government. It is essential that Lesotho's ability to 
respond quickly and positively to investment opportunities is 
improved through the provision of qualified personnel \'rho 
have the ability to undertake fast appraisal anG evaluation 
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uf policy and projects.· The small-scale industry sector -
nnd inde~d the entire small-scale enterprise sector including 
informal enterprises - requires support urgently. LNDC also 
r-equires sup~·ort: it is already receiving an encouraging 
amount of assistance from the World Bank. 

Lesothc' s industrial sector has been expanding in recent 
years but net yet at a rate or in a sufficiently self­
sustaining way as to make the kind cf impact that the 
gcvernment would new like to see being achieved during IDDA2. 
:'. concerted rehabilitaH,,n programme needs to be mounted in 
order t.o ccnso 1 id;,' the progress a 1 ready made. 
Rehabi 1 itaticn needs, ;:iecial ly in the sm3l 1-scale sectcr 
are quite va:'"ied. It is suggested that Utl!DO undertake a 
rehabilitation mission to Lesotho to assess needs and prepare 
a programme cf required rehabilitation. 

During IDDA2 special emphasis will be placed on development 
of the small-scale sector and informal ~ectors and on the 
need for enterprises in those sectors to be assisted to 
"graduate" from small to larger and from informal to formal. 
The establishment of a sub-contracting exchange would provide 
very valuable support to small enterprises in this regard. 
Such an exchange would act as an information centre for small 
enterprises regarding opportunities for carrying out work for 
medium and large enterprises and would orovide the larger 
firms with information on small entrepreneurs willing to do 
such work. The exchange would act as a link to bring the two 
together. The yovernment sector could also be involved: scme 
goods and survices purchased by government ministries and 
some services provided by ministries and public authorities 
(for example, garbage collection) could be provided by the 
small-scale private sector. BEDCO could. be the agency that 
could act as the sub-contracting exchange in Lesotho provided 
it received technical assistance to do so. 

Regional cooperation under the PTA is essential for Lesotho's 
industrial development. Penetration of this market, however, 
is made difficult by the imposition of trade barriers by some 
member countries despite their undertakings under the PTA 
Treaty. Support needs to be provided to the PTA Secretariat 
to enhance :ts capacity to monitor the application of the 
Treaty. It also needs support to help its member states to 
design and a;ree uniform product standards. 
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The Fourth Plan envisages the establishment of a handicraft 
product de3ign and development centre. Such a centre would 
be essenti1l to ~up~ort an expanded tourist industry. This 
developmen~ should be expedited. 

Lesotho already has a fully operational export financing 
scheme set up \otith the assistance of the Central Bank in 
1988. It is the first of its kind in the SAD~C region. The 
scheme has greatly improved exporter- access to pre- and post­
shipment credit from the: commercial banks, and has 
contributed to the recent growth in t!Y.ports. The scheme 
could be r·egionali;::ed during IDD.A.2. Lesotho could be the 
location f~r a sAr---wide export financing facility. 

Lesotho ha·~ a mnjc... problem of environmental degradation in 
the rural areas: soil erosion, caused by overgrazing and 
drought an1 bad land management practices, is very serious. 
At the sar:te time, certain types of industrial development 
(for example, tanneries) also threaten the environment. The 
government has produced a National Envir0nmental Action Plan. 
It needs support to help it to implement a programme of 
environmental management. 

Effective implementation of the programmes of consol1dation 
and expansion calls for a comprehensive support programme to 
provide er:trepreneurs, technicia1s, artisans, managers and 
staff at 111 levels with competent skills and to promote 
development of an enterprise Cl lture. To serve development 
needs eff~ctively, training in technical and manag~ment 
skills ne·3ds to be reorganized and rationalized though 
reorientation of courses toward identified national needs. 
The 1990 UNIDO Industrial Sector Programming Mission made a 
number of impo~tant recommendations in its Draft Report in 
December relating to irdustrial skills training and the 
improvement of technical training in Lesotho. They included 
a recommendation relating to the establishment of an 
entreprene~rship training scheme, and recommendations 
relating to projec;ts under the headings of a) training of 
trainers, b) on-the-job training, c) in-co1Jntry vocational 
and skills training, d) industrial ~pprenticeship and 
attachment~. z~d e) job enrichment exchanges, external study 
tours and shcrt term fellcwships. 
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The UNIDO mission's recommendations were reinforced by 
recommendations made in its December 19~0 Draft Report by the 
!LO Emp1oyment and Manpower Sector Review Mission. The 
government is currently consideri~g both sets of 
recommendations. 
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SECTION 6 

RECOMMENDATIONS FOR PROGRAMME IMPLEMENTATION 

6.1 Modalities fer Implementation 

I. 1E. Lesotho IDD.'\ programme wi 11 require strong moni tcri ng and 
ioplementation machinery - in order to respond apprcpriately 
to expected changes in RSA and in the sub-region. In tt-e 
course of the programme's implementation there is likely tc 
be need for mcdifications in policy direction - not only as 
it relates to industry but also as it affects other areas -
if the primary objectives cf the programme are to be 
achieved. Fer this reason a strong political commitment tc 
the attainment of IDDA objectives must not only be indicated 
but should be continuously reaffirmed through the process of 
monitoring progress, identifying constraints, and taking 
timely and decisive action to deal with problems that arise 
from time tc time. 

In adopting the IDDA programme, it is recommended that 
government agree to the establishment of a cabinet sub­
committee on the IDDA. The Committee should be charged with 
responsibility for monitoring and recommending appropriate 
measur~s needed to provide effective support to the programme 
and all its components. The cabinet sub-committee will be 
assisted by an advisory committee en the IDDA made up of 
senior government officials in key ministries as well as 
:"'epres3ntat i ves of the private sector. The sub-committee 
wi 11 receive reports and recommendations from the advisory 
committee. 

The !DOA programme represents a major policy initiative fer 
Lesoth·J. This is why it needs monitoring from a high level 
cabinet sub-committee. The IDDA programme will involve all 
the economic ministries as well as Education. It is 
theref·Jre recommended tha·i;. the Cabinet sub-committee on the 
!DOA b~ chaired by the Minister for Trade and Industry and 
have the Ministers responsible for Labour, Agriculture, 
Tourism, Finance, Planning, Education and Youth and Women's 
.A.ffai r:> as members. From time to time the sub-committee may 
cc-opt other members. 
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The Ad·1isory Committee on the !ODA, which wi 11 be chaired by 
the Commissioner for Industry wit l be a technical co!lll!littee 
composed of peop 1 e representing Government agencies whose 
activities have a bearing on the IDOi. as well as members cf 
the private sector. Government officials will come frcm the 
ministries of Trade and Industry, Employment, Agriculture, 
Tourism, Finance, Planning, Education, and Youth and Women's 
Affair~. Private sector representation will come from the 
Lesotho Chamber of Commerce and Industry, the Lesotho 
Manufacturers Association, Lesotho ~mployers Association, 
Trade Unions, and the two parastatals LHDC and BEDCO. The 
Advisory Ccmmittee will have responsibility for making 
analyses of developments, preparing reports, and making 
recommendations to the Cabinet sub-Committee on the IDDA. It 
will also act as a clearing house fer discussion of issues 
that do not require policy determina'~ion. The Ministry of 
Trade and Industry will provide a permanent secretariat for 
the committee under the supervision of The Commissioner. 

5.2 Selection of priority investments and technical assistance 
programmes 

6.2.1 Programme of consolidation 

The fellowing are the priorities under this heading: 

(a) Rehabilitation and privatization of parastatals in the 
f~od precessing industry 

(b) Rehabilitation of tannery ,aPaeea\al 

(c) Survey of rehabilitation needs in the textiles and 
clothing industry 

(d) Survey cf small-scale metals fabricating enterprises to 
determine rehabilitation needs 

(e) Survey of non-metallic mineral-based enterprises to 
determine their rehabilitation needs, including their 
need for advice and assistancA regarding production 
methods and standards. 

(f) Establishment of industrial maintenance training centre. 
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6.2.2 Programme of expansion 

The following are the priorities under this heading. A 
number of them have a regional component 

(a) Jnfrastructure 

B~ilding railway spur from Ficksburg in RSA to Maputsce 

B·Ji lding of extension of railway 1 ine from Maseru to 
Thetsane industrial estate. , 

Feasibility study on establishment of expo!·t processing 
z~ne near airport in Maseru 

F~asibility study on commercializing airport 

Building of industrial estates in selected to~ns around 
t!1e country. 

(b) Resource-based industries 

(i) Building and construction materials 

Cement blending and mixing plant at Maputsoe 

Aggregates manufacturing plant near LHWP site 

Galvanized wire and light structural products 
comolex 

Study to identify technological inputs 
rec;ui red to improve quality of output from 
small brick works, and establish procedures 
fer testing quality. 

Study to identify technological inputs 
re:quired to improve quantity and quality of 
cut and dressed stone. 

Establishment of maintenance and equipment 
leasing workshop. 
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(ii) Food processing 

Edible oil plant 

Feas i bi 1 i ty study to determine economic 
viability of establishing major meat 
processing industry 

Feasibility study to determine economic 
viability of establishing integrated dairy 
products industry. 

(iii) Te~tiles and clothing 

Feasibility study to determine eccnomic 
viability of establishing integrated textile 
complex 

Feasibi 1 ity study to determine eccnomic 
viability of establishing integrated leather 
industry. 

(c) TQurism Industry 

F9asibility study on major 
h1cluding implications 
i~dustries (construction, 
clothing, crafts) 

expansion of tourist industry 
for linked resource-based 

food processing, textiles and 

5.3 .IDmP.ort programme and technical assistance 

The fellowing are the pdorities under this heading. A 
number of them have a regional component. 

Technical assistance to strengthen HTI 

Technical assistance to strengthen BEDCO 

T9chnical assistance to establish a sub-contracting 
eJ<change 
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T~chnical assistance to produce a directory of small­
s=ale industries in the sub-region to facilitate 
1 ink~ges among smal 1-scale entrepreneurs and finance 
study tours. 

Technical assistance by UNIDO to PTA secretariat to 
e·1hance its capacity to monitor the application cf the 
PTA Treaty. 

Technical assistance by UNIDO tc PTA secretariat tc help 
its member states design and agree uniform product 
standards 

Technical assistance to establish SAOCC Export Financing 
F3cil i ty 

Technical assistance to help establish a Handicraf~ 
P~oduct Design and Development Centre in Lesotho 

T9chnical assistance tc the Ministry of Planning tc help 
it prepare and implement a programme of environmental 
m3nagement 

T~chnical assistance to establish a comprehensive 
p~ograreme of preventive maintenance 

Technical assistance to expand financial 
i 11prcve access to bank credit by Basotho, 
83sothc Women entrepreneurs. 

system to 
especially 

Technical assistance to upgrade industrial skills 

Technical assistance to upgrade management skills 

T9chnical assistance to finance scheme to enable Basotho 
engineers and technicians to attend university courses 
i!1 engineering in universities in East and Southern 
Africa and training in regional vocational training 
centres. 
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' 

Financing and m~r factor inputs 

Sou!'"'ces of finance for the programme include, in theory, 
budgetary allocations, domestic savings, surpluses of public 
enterprises, private ir.~estrnent, loan funds from development 
and ccmrr:ercia1 banks, foreign investment, don .:r assistance, 
and seed money. Given the imperative of controlling public 
expendit~re in Lesotho, public funding would of necessity be 
severely limited. Under these circumstances, the major 
sources ·:>f financing for the programme would be the domestic 
private sector and external sources such as grants, private 
foreign investment, soft loans, and official development 
assistan-=e. Most of the remaining factor inputs would be 
obtained domestically or, in the case of the regional 
projects, at least in part from the IDDA. 
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