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1. Introduction

Through its location Lesotho’s economy has to Weiciately linked to the South
African economy. Lesotho is since inception of 8muthern African Customs Union
(SACU) - the oldest existing customs union in thertd — a member thereof and
received a beneficial customs share through thishamsm. In addition, Lesotho’s
economy has been mainly linked to the mining inqust South Africa. Thousands
of male migrant mineworkers were employed in thaing industry in South Africa
through a highly controlled migrant labour systeihe nature of working conditions
was such that mineworkers seldom travelled betwbentwo countries and those
remittances from mineworkers were paid directlynfr®outh Africa to relatives in
Lesotho.

Lesotho citizens who remained in Lesotho were astricted in terms of mobility.
The demise of apartheid not only eased boundaryrasrbut also went hand in hand
with extensive improvements and changes in thespram sector as well as reforms in
the working conditions of mineworkers. The reswis that the taxi and bus
industries expanded rapidly and long-distance cotmguoecame easier and was
relatively cheap.

Although Lesotho has always been highly dependenSouth African goods, the
relaxing of controls also ensured a larger degreeocmnomic linkages between
Lesotho and Mangaung. It became common for Lesdaitiens to travel to

Bloemfontein for services and goods. Lesotho hasreover experienced
extraordinary economic growth, especially in thenafacturing sector over the past
fifteen years.

Given the above, a number of critical questionshmposed:
* What is the nature of these linkages?
* What aspects drive these linkages?
* What are the risks in retaining these linkages?
* What can be done to increase these linkages?

Against this background, the main aim of this rép®1to investigate the economic
linkages (scale and nature) between Lesotho andgMary and to identify the
implications for economic planning and positioninglangaung. In order to achieve
these aims and objectives the report follows tileviang structure:

» It starts off by reflecting on the methods useddonduct the research.

» This is followed by a brief discussion of demogriaghends in Lesotho

* Next the economy of Lesotho is discussed with djgaaference to the rise of

the manufacturing sector in this country. The ngaiestion in this section is
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what the implications of a rising manufacturing ey in Lesotho are for
Mangaung.

Having profiled the economy of Lesotho, our emphasifts to an analysis of
import and export trends between Lesotho and Safuiba (and Mangaung).
An attempt is also made to contextualise the pimvisf services in Lesotho
and its linkages with Mangaung.

The report then proceeds to discuss the econonpadthof Lesotho citizens
travelling to Mangaung for services and trade.

As a large number of Lesotho citizens are enradiedducational facilities in
Mangaung, an assessment of the economic impachi®fphenomenon is
crucial.

Finally, the report assesses the implications af "bove analyses for
development planning in Mangaung.

Methods

A range of methods were used in finalising the wtud brief overview of each of
these methods is provided below:

An extensive review of literature was conductedaeing both to the Lesotho
economy and to the growth of the manufacturing eognin Lesotho. This
included a discussion of the latest statisticadnmfation and trends.

Import and export data of goods were assessed fioordah during 2008 (see
Annexure 4.1 for the questionnaire used to acchiss information at the
border post). This data set was compared with gdegaiously collected by
the CDS.

An attempt was made to collect data from Mangauwsge service providers
in Lesotho (the questionnaire is attached as AmeeXul). This attempt was
not successful as only eight of Mangaung-basedcssryproviders managed to
complete questionnaires. A decision was made talsupplement this with
data on service providers entering the border gests Annexure 5.2).

Traffic patterns between Mangaung and Lesotho wks@ assessed. This was
done by means of two main methods. First, trafiants were conducted at
three points: 1) just outside Wepener on the road fthe Van Rooyenshek
border post; 2) at the Maseru / Ladybrand / Bloerdm junction; 3) at
Verkeerdevlei. Second, basic information on bus &amxi routes were
obtained from the role players in the transportstdy.

A questionnaire to assess the economic impact cothe citizens on
Mangaung was completed with 400 visitors (see Aare®.1). The size of
this sample, coupled with the basic informatiorrespect of Lesotho-based
vehicles visiting Mangaung, was used to determime économic impact of
Lesotho citizens visiting Mangaung. The size ad gample was big enough
to make a generalised conclusion about the impadflangaung. The main
approach to access these 400 visitors was to Idagtevorkers at petrol



filling stations in order to target people in vdbg with Lesotho registration
numbers. This was followed by a similar exercisacemtrating on Lesotho
students enrolled at tertiary educational facsitie Bloemfontein.

3. Demographic trends in Lesotho

The Lesotho Census 2006 recorded a population8801661, which represents zero
growth rate in respect of the 1996 Census figure 880 147. This stagnation of the
population size can be attributed to:

* Lower fertility rates

* Lower life expectancy (impact of HIV/AIDS)

» Accelerating migration, mainly to South Africa.

The latter aspect is also of specific importanaeMangaung. Considering the fact
that in Lesotho there remains a deep-rooted bifafthe Conquered Territory lost in
one of the wars with the Free State Republic i$ phLesotho, the “right” to utilise
resources on the South African side of the boslenanifesting itself not only in raids
on farms all along the poorly protected border, &lso in accessing schools and
hospitals, pensions and housing subsidies in the Btate. It has not been difficult
for a Lesotho citizen to claim that she/he was bmmrone or other Free State farm,
and then, with the assistance of a South Africaso®®-speaking ID holder, further
to obtain a South African identity document. Thedas is definitely porous and
Mangaung is housing a sizeable population in tHermmal settlements emanating
from Lesotho.

The internal migration patterns within Lesotho afefurther importance for this
study: the Maseru and Berea districts (with Masewn straddling the border
between the two districts) as well as the moundiztrict of Mokhotlong are the only
three districts displaying sizeable population gitow the period 1996 to 2006 -
most of the other districts recorded populationlides. It can be assumed that the
bulk of the 44 700 people additional in the distriof Maseru and Berea reside in the
urban area of Maseru town and the immediate sudiognareas that are not
proclaimed towns, and are therefore still counteduaal (see Table 3.1).



Table 3.1:  Internal population changes in Lesotho2006

1996 2006 Change 1996 -
2006
District Area Population | Density | Population | Density | Real %
(km?)

Beret 222: 24646 111 25649t 11¢ 1003¢ 4.07:
Leribe 282¢ 30531 10¢ 29835: 10¢ -6961 | -2.28(
Mafeten( 211¢ 21612¢ 10z 19368: 91| -2244%| -10.38:
Masert 427¢ 39515( 92 42982: 10C | 3467: 8.77¢
Buthe-Buthe 176: 11064t 63 109529 62 -111¢| -1.011
Mohale’s Hoel 353( 18794 53 17492 50| -1301¢| -6.92
Quthing 291¢ 12897: 44 12050: 41 -847z| -6.56¢
Qacha’s Ne 234¢ 7341, 31 7187¢ 31 -15471| -2.09¢
Thaba Tsek 427( 12883t 30 12913° 30 301 0.23¢
Mokhotlong 407¢ 8728( 21 9634( 24 906( 1038C
Lesotho total 3035¢ 188014 62 188066: 62 514 0.02;

If these figures are compared with those for 198,6 and 1966 it is evident that,
over the past 50 years, a massive movement of @dugd taken place from the
Lesotho hinterland to the lowlands closest to Sdtlta (more specifically the Free
State}. This movement has been accelerated by the flp¥actors:

* The changes in employment contracts at mines, wdasle mineworkers more
weekends off and made it possible for them to wiwir relatives in Lesotho
more often;

» The changes in the transport industry and espgcihi rise of the taxi
industry during the late 1980s made transport rfiexéole;

* The demise of a rural based economy in a counsityishrapidly modernising
and where interaction with South Africa accelerdles modernisation.

The move from Lesotho to Bloemfontein would prolgabé easier for people who
have already exchanged a communal traditional rifesdtyle for life in an urban
environment.

4, Lesotho’s economy

4.1 Main characteristics of the Lesotho economy:

Since Lesotho is tied to the Common Monetary Ateasotho’s macroeconomic
policy environment is basically determined by tlewelopments in South Africa. This
eliminates monetary policy autonomy, which mearat ttesotho’s competitiveness
depends on the fluctuations of the Rand. Whilgt thost of the population are
involved in agriculture, care should be taken motépict agriculture as a sector of

! Marais, L., 1999: Urbanisation dynamics in Lesotidrica Insight, 29(1): 11-15.

2 Marais, L., 1999: Urbanisation dynamics in Lesotidrica Insight, 29(1): 11-15.



employment. As some studies indicated that theageetime devoted to agriculture
by rural households amounts to less than threeshmerrday,

For an overview, it is important to consider fist all the relative size of the
respective sectors as a percentage of GDP Tabke 1). It should immediately be
noted that Lesotho experiences a marked differéeteeen GDP and GNP, mainly
because of the large number of mineworkers emplage&outh Africa, which
circumstances for decades also dominated the ilaieahal economy.

Ruicon, 1998. Mafeteng District Development Plan



Table 4.1:

The contribution of different sectors tothe Lesotho GDP

(percentages)
1982 1985 1988 1991 (1994 |1997 2000 [2003 2006
5 21.7 19. 204 14.0 154 144 16.4 149 17.7
S JAgriculture 18.7 18.§ 204 13.9 154 149 16.7 145 17.:
& Crops 11.1 10.4 11.7 8.4 9.3 9.2 10.2 8.7 10.¢
% Livestock 6.1 7.4 7.6 4.5 4.9 4.1 5.1 5.3 5.8
§ Agric services 1.5 1.7 1.¢ 1.¢ 0.9 0.9 0.§ 0.5 0.7
o Mining & quarrying 3.C 0.3 0.1 0.2 0.C 0.1 0.1 0.1 .04
= 21.5 222 23.( 304 327 37.( 35§ 379 40.7
% Construction 12.4 11.¢ 104 17.4 16.4 16.4 159 15§ 17.7
% Manufacturing 8.7 101 114 11. 13.¢ 144 145 17.4 17.¢
% Food & beverages 6.4 6.9 6.1 5.7 6.3 6.5 5.7 0.¢
° Textiles, clothing, 0.7 1.7 3.5 4.1 4.8 5.1 6.1 0.¢
8  [footwear
3 Other manufacturing 1.6 2.G 2.G 1.7 2.5 2.7 2.9 0.¢
Electricity & water 0.4 0.5 0.7 1.5 2.2 6.5 5.1 4.4 4.7
44.¢ 459 40.9 38.¢ 39.5 37.9 38§ 3871 417
\Wholesale & retail 5.8 6.7 6.4 6.8 7.8 8.2 7.9 8.4
Hotels & restaurants 1.3 1.1 1.1 1.1 1. 1.2 1.3 1.3
Transport & 3.8 3.7 3.3 3.7 3.4 3.4 3.1 3.3
communication
Transport & storage .3 3.4 1.§ 2.3 2.1 2.3 1.§ 2.(
S Telecommunications & 0.5 0.4 1.5 1.5 1.5 1.1 1.5 1.5
é post
> Financial services 4.1 4.3 3.6 4.8 4.3 2.6 4.2 3.¢
S |Real edtate 13.9 12.9 10.¢ 7.1 6.7 5.6 4.7 4.8
E Owner-occupied 11.7 10.§ 9.q 7.Q 4.7 3.6 3.1 3.3
Other services 2.2 2.1 1.9 0.1 2.0 2.0 1.€ 1.5
Gover nment services 14.€ 159 144 13.9 15. 154 16.¢ 15.3
Health services 1.€ 1.7 1.€ 1.3 1.§ 1.5 1.7 1.5
Education 5.6 5.8 5.4 6.3 7.3 7.5 7.6 7.5
Other services 7.4 8. 7.Q 6.2 5.9 6.8 7.3 6.3
Community services 1.6 1.6 1.2 1.2 1.2 1.¢ 1.0 1.¢
Indirect taxe 12.7 129 158 16.1 13.1 10.4 9.0 94
GDP at purchaser prices 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.¢
Net primary income ex
territory 424 375 3683 30.9 259 205 174 nl/g
Net transfers 5.9 131 121 12,9 151 152 11.9 n/g
GDP as % of GNI 51.7 49.4 516 56.3 59.0 643 707
GNI 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.(

The following is of importance:

» Agriculture has been in constant decline despitestsuntial investments
through development aid, for many years a highesigdised maize price
than in South Africd and ongoing input subsidies in the form of seed,

4 Central Bank of Lesotho, 2007

5

The aim was to promote-through high maize prigestuction in an attempt to wean Lesotho
from grain imports from South Africa. This attengitself-sufficiency failed dismally, and in 1997 a
market approach to grain prices was introduced.



fertilizer and mechanized services. In fact, adgal production is not
only in decline as a percentage of GDP: in respéctop production, the
yield in tons per hectare has been in decline ayeeriod of 30 years.

» Construction achieved extraordinarily high levedsduse of the impact of
the massive first phase of the Lesotho HighlandseWacheme that came
to an end in 2003. A contribution of 18% by the stoumction sector (as
recorded in the early 1990s) is not sustainablevea®lonly a result of the
fact that the largest single civil construction jpod in the southern
hemisphere at that stage was implemented in a smatitry with no real
diversified economy, though, admittedly, the LHWRRase | had changed
the country in many aspects, e.g. opening the nunérland by means of
construction of good roads over impressive mounpaisses; developing
new and constant avenues of national income thrdaggh stimulating
tourism and providing income from the water rotipaid by South
Africa; accelerated urbanisation, and improved gynesupply through
hydro-power.

* Industrialisation has been a constant focus of ltkeotho National
Development Corporation since the late 1960s wittitdd success until
the industrial take-off in the mid 1980s (see Fegdrl).

* Tourism remains relatively negligible in the ovéantext.

* There has been a dramatic narrowing of the origimadsive gap between
GDP and GNI because of three concurrent develomneamely:

(1) The impact of the LHWP on the internal economy;

(i) The increasing importance of industries in the l@c@nomy (see
graph below);

(i) The declining role of mineworker remittances.

Ruicon, 1998. Mafeteng District Development Plan
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Figure 4.1: Manufacturing as a percentage of GNI1982 - 2005

Since the 1990s the number of Lesotho mineworkerslayed on South African
mines has declined drastically, mainly becausehefgeneral trend of retrenchments
at South African mines, but also since mineworkesth a certain period of
employment in SA also qualified for permanent resik for their families and thus
became SA citizens.

The decline in the numbers of mineworkers is depidh Figure 4.2. As a result of
wage increases in the mining industry in the coofs20 years, the average value of
remittances per mineworker increased up to 2002showed a slight decrease since
then. However, it should be borne in mind thaterethments in difficult years often
result in an increase in the average value of tamies, since retrenchment money is
often added to the normal retrenchments.



Mineworkers & average remittance per mineworker
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Figure 4.2: The decline in mineworkers and in aveage remittances per
mineworker, 1987-2007

4.2  The industrial sector
The above section provided an overview of the Lesa@conomy.

Before independence, Lesotho had really no inchldtase except for a few cottage
industries, with traditional beer brewing beingfhy the largest segment. The LNDC
Act, No 20 of 1967, then established the LNDCitotiate, promote and facilitate the
development of manufacturing and processing industries, mining and commerce in a
manner calculated to raise the level of income and employment”. After 18 years with
the GoL as the only shareholder, the German DE@rbedhe main co-investor.

In the early years impact remained very modest.aempt was made to support
cottage industries based on traditional weaving @ottery skills. Tapestries, carpets
and pottery were produced and markets in Soutlrcdfand abroad were explored. In
addition, Lesotho promoted import substitution isidialisation in the field of basic
goods: food and beverages, construction mateaiads light engineering products.
Several light industrial concerns — mainly engimagservices - were lured and a few
large endeavours aimed at agro-processing werdaalaohed, fuelled partially by the
desire to develop food self-sufficiency and alsopt@omote crop diversification
towards higher value crops. Lesotho Miling and d&@bhs Canners were two
examples. The latter was linked to attempts to ptencultivation of asparagus,
beetroot, potatoes and fruit. In the field of comstion materials, Loti Brick was

9



launched in 1979. Investments were also made irph@maceutical arena and the
production of ceramic tiles and an entry, in the BO’s, into the textile arena.

This industrialisation effort was supported by tiheentive package described in
Table 4.2.

Table 4.2: Incentives for manufacturing industriaists in Lesothd
Land & LNDC provides
Infrastructure * Fully serviced industrial plots that could be |lehfar 30 yearg

at a marginal ground levy if industrialists wantederect their
own buildings. Property tax would then be payablée local
authority.

* General-purpose built factory shells that could reated.
Waiving of rent for several months was offered as| a
additional incentive when factory space was avéglab

Capital Allowances | The follcwing incentives are availab

* A 40% depreciation on building and plant capitgbexditure
inyear 1

* Low interest loans for financing of up to 60% o&thost of
imported plant and machinery

Tax incentives * A 15% maximum tax rate on profits earned by manufaw
companies

* No withholding tax on dividends distributed by méaaturing
companies to local or foreign shareholders

* Free repatriation of profits derived from manufaictg profits.

» A tax holiday of up to 10 years could be grantedasrcertain
circumstances

Other incentives * Training allowances of 50% of cost of certain tnagn
programmes for local employees.

Financial * Unimpeded access to foreign exchange

incentives * An export finance facility and guarantee scheme

* Long-term (up to 10 years) fixed interest loans

These incentives, coupled with a desire by sev@oalth African-based industries to
escape the sanctions-net that was woven arouncdh Stfuca, led to substantial
industrial growth in the early and mid-1980s. Sale8A firms established new
endeavours in Lesotho with its preferential acdéesbe EU markets. A second wave
of industrialisation took place in the late 80’semhthe EU waived the cumulation
formula for textiles of the Lome Convention for b#iso for a period of 8 years.
According to the cumulation formula, at least twamuafacturing processes have to
take place in the exporting country for accessemms of Lome, but the 8 year
waiving enabled several Taiwanese firms to obtabri€ from India, Taiwan,
Malaysia and China for processing in Lesotho. As #xemption expired after 8
years, several firms closed down, whilst otherdtesthitheir attention to the US
market, although there a tariff of 17% and alsotgsi@pplied. A basis was laid for
further development of the textile industry whegotgations on AGOA commenced.
The road to industrialisation was also charactdriseseveral failures:

" Lesotho National Development Corporation, 2005
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 The National Ceramic Tile Factory established inféfleng was liquidated
within 3 years of commencing operations.

» Loti Brick is, after 30 years, still operating atogs and the investment in one
of the most modern computerised kilns in Southernica is not profitable.

» The Lesotho Pharmaceutical Company (also Mafetasgd) has been
running at a large loss and all attempts to findsteategic investor to
recapitalise it and to ensure the full privatisatiof LPC have failed, this
resulting in the closing down of LPC.

* Basotho Canners was liquidated.

* The once famous Kolonyama Pottery, which exporetth¢ United Kingdom,
Canada and South Africa, is no longer in existemwgther is the carpet
weaving that was based on locally produced wool.

Table 4.3 provides an overview of the growth in aofanturing concerns since 1994.
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Table 4.3: LNDC-assisted Manufacturing Companie®
2008 ‘ 2004 ‘ 1999‘ 1994
Company Year Origin Product Number of Workers Markets Estate
45392 ‘ 42777{ ZISOd) 9873
Knit Garment
Factories 24390 24574 10524 3171
Ace Apparel 200§ RSA T-Shirts 68 RSA Maputsoe-Nyenye
BA Tex 1997| RSA Kidswear 376 272 23 RSA Maputsoe-Nyenye
Baneng Lesotho 2008 Singapore  T-shirts 600 USA Maseru-Thetsane
C River 2001| Taiwan T-shirts 805 USA Maseru
Corporate Clothing 2006 RSA T-shirts 1 RSA Maputsoe-Nyenye
Eclat Evergood 383
E-River 2001| Taiwan T-shirts 416 USA Maseru
Ever Unison Garments 2003 Taiwan T-shirts/pants 0198 1400 USA Maputsoe-Nyenye
Export Unlimited 2001 RSA T-shirts 254 3( RSA/USA | Maputsoe-Nyenye
Five-Eight 2002 China T-shirts/sweater 234 y USA Maseru
Hinebo/Atlantic 514
Hippo Knitting 2000| Taiwan T-shirts 646 13( USA Maseru
Hong Kong Int Knitters 2000 Taiwan T-shirts 1049 USA Maputsoe-Nyenye
J&S Fashions 1996 Taiwan Skirts/T-Shirts 559 %80 5 USA Maseru-Thetsane
Jee Clothing 0
King-Ang 2001| Taiwan T-shirts 900 USA Maputsoe-Nyenye
Kopano Textiles 2006 RSA T-shirts, jeans 9 USA Maputsoe
Lesotho Haps 1986 Taiwan T-Shirts 1400 1400 1410 RSA Maputsoe
Lesotho Precious 1999| Taiwan T-Shirts 4254 3878 36 USA Maseru
Garments
Lolita Clothing 2006 RSA Knitwear 30 RSA Maputsoe-Nyenye
Maseru E-Textile 2001 Taiwan T-shirts 457 4 USA Maseru
N River 2001 Taiwan T-shirts 562 USA Maseru
New Epoch Khnitting 2004 Taiwan Knitwear 15 USA Maputsoe
Nyenye Clothing 2006 RSA Men's clothing 9 RSA Maputsoe-Nyenye
P & T Garments 2001 Taiwan T-shirts 25p8 26 USA Mafeteng
Raytex Garments 2002 China T-shirts 713 i USA Maseru
San Ti Kon 20021 Taiwan T-shirts 828 7 USA Maseru-Thetsane
Shinning Century 1997 Taiwan T-Shirts 11p5 1100 4 USA Maseru
Sun Textiles 1994 Taiwan Pants/T-Shirts 961 1p14 0 92 889| USA Maseru-Thetsane
Super knitting 1989 Taiwan T-Shirts 992 806 890 3A2SA Maseru
Sweatsun 2003 Mauritius Garments 320 K USA Maseru
Tai Yuan Garments 2000 Taiwan T-shirts 1455 USA Maseru-Thetsane
Tern Sportswear 2006 RSA T-shirts 6 USA Maputsoe-Nyenye
TW Garments 2002 Maylasia T-shirts 833 USA
TZICC Clothing 2000 | Taiwan T-shirts 1553 197 USA Maseru
Manufacturers
Vogue Landmark 1996 Taiwan T-Shirts 1142 1400 USA Maputsoe-Nyenye
Wonder Garment 2002 Taiwan T-shirts 416 3 USA Maseru
Woven Garment 14165 14405 7991 5402
Factories
Alleycat Lesotho | 200?r RSA | Jeans | | 650 | | | USA Maputsoe

8 Lesotho National Development Corporation
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C&Y Garments 1990 Taiwan Jeans 1767 1950 2200 2138A Maseru-Thetsane
CeeBee 1999 Lesotho Jeans 332 RSA Maputsoe
CGM 1987| Taiwan Jeans 17%5 1888 3300 3200 USA MeHeetsane
Chelsea West 2006 RSA Knitwear 7 USA Maputsoe-Nyenye
Global Garments 2002 Taiwan Jeans 2193 1 USA Maseru-Thetsane
Humin Jeanswear 2002 RSA Jeans B92 RSA/USA | Maputsoe-Nyenye
JW International 2002 RSA Workwear 1779 2 USA/RSA | Maputsoe-Nyenye
Maluti Textiles 1998 Taiwan Jeans 500 620 USA Maseru-Thetsane
Nien Hsing 2001 Taiwan Jeans 2441 22 USA Maseru-Thetsane
Peter Blond 2006 RSA 21 RSA Maputsoe-Nyenye
Poltex 1986| Hong- Jeans 50| RSA Maseru-Thetsane
Kong
Presitex Clothing 2000 Taiwan Jeans 2905 2 USA Maseru-Thetsane
Supreme Bright 1991 RSA Jeans 22| RSA Maputsoe-Nyenye
United Clothing 199 Taiwan Jeans 1811 1871 USA Maseru-Thetsane
Fabrics& Yarns; Embroidery; Screenprinting; Packaging; Home 1793 133 12 0
Textiles
Chainex (embroidery) 200l Taiwan T-shirts 358 USA Maseru
Formosa Textile (denim 2004 | Taiwan Denim 1021 Local/Afri | Maseru-Thetsane
fabric,yarn) fabric / ca/USA
yard
Huang Qui (bed linen) 2005 China Bee i Lesotho Maseru
Lesotho Cartons (packaging) 2002 Taiwan Paper 62 55 Lesotho Maseru
carton
Lesotho Paper & Box 20
(packaging)
MU Plastics 1998 Taiwan Plastic 30 8 Lesotho Maseru
Quality Garment Manufac. & 2007 | RSA T-shirts 15( RSA Maputsoe-Nyenye
Finishers
Shiang Bei (embroidery) 2003 Taiwan Eoidber 152 Lesotho Maseru-Thetsane
y
Footwear 2008 2226 1658 0
Carca Footwear 199¢ RSA Shoes 174 b97 RSA Maputsoe-Nyenye
Maluti Mountain Leatherworks 200 Lesotho Footwear 17 RSA Maseru
Reflex Footwear 200 RSA Shoes 303 K RSA Maputsoe-Nyenye
Springfield Footwear 1995 RSA Shoes 1507 1276 1 RSA Maputsoe
Way Yare Footwear 200y China Footwealr RSA Maseru
Construction 139 169 164 153
Lekokoaneng sandstone 1999 Lesotho Sandstone 36 1414 Lesotho Berea
Lesotho National Tile Factory German Ceramic RSA Mafeteng
Tiles
Loti Brick 1978 | Lesotho Bricks 108 155 150 153 RS0 | Maseru-Thetsane
tho
Electronics 1439 285 282 288
Circuit Breaker Industries 2004 RSA Switch 1043 RSA Maputsoe-Nyenye
gear
Crabtree 2007 RSA Electrical 122 RSA Maseru
accessories
Kiota Electronics 1989 RSA TV's 274 285 282 288 RSA | Maseru-Thetsane
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Food & Beverages 888 761 651 640
Astoria Bakery 2003 RSA Confection 167 50 Lesotho/R| Maseru
ery SA
Basotho Canners 1979 Lesotho Agro- 21 0 Lesotho Masianokeng
Products
Lesotho Bakery 1988 RSA Bread,Can 200 136 133 122 Lesotho Maseru-Thetsan
f.
Lesotho Brewing Co. 1980 Lesotho Beverages B339 340336 330| Lesotho Maseru
Lesotho Milling 1980 RSA Agro- 161 235 182 188 Lesotho Maputsoe
Products
Other 570 224 218 219
CTM Orthopaedics 2008 Lesotho Prostheges Lesotho Maseru
Hong Da Soap 2005 China Soap Lesotho/ | Maseru
RSA
Lesotho Motor Engine 1985 RSA Auto par 20 16 17| Lesotho Maseru
Lesotho Pharmaceutical 1987 | Lesotho Pharmace 100 98 98/ RSA/Lesgo Mafeteng
Company ticals tho
Lesotho Steel 1984 Lesotho Structural 464 20 20 REBA/Leso | Maseru
tho
Lesotho Umbrella 1981 RSA Umbrellas r1 84 84 84 HMSA | Maputsoe
Shake Universal

It is clear that by 1994 textiles had already daated the industrial scene in Lesotho,
and that the demise of the small built-on-indigesiskills cottage industries was
already complete. Several factories in the indukaye only come on-stream since
2005, when export to the US was hampered by tbagtRand (Table 4.4 provides an

overview)
Table 4.4: Textile share of manufacturing concerrs
200¢ 200< 199¢ 199¢

Workers | % Share | Workers | % Share | Workers | % Share | Workers | % Share
Textiles & footwea 4235¢ 93.5 4127F 965 20177 93.¢ 8551 86.¢
Food & beveragt 88¢ 1.6 761 18 651 3.C 64( 6.5
Building material 13¢ 0.8 18¢ 04 184 09 173 18
Electronic: 1439 3.2
Othel 57C 1.3 552 1.3 497 2.3 487 4.9
Total 45397 10(¢ 4277 10(¢ 2150( 10C 9851 10C

It is interesting to note that the largest growtlemployment between 2004 and 2008
was in electronics and it would be very worthwhitefollow whether there will be
further diversification of the manufacturing sedtdp electronics.

4.3

AGOA as driver for textiles: the case of Lesotthhand SA

AGOA was enacted on May 18, 2000 and became theersiobne of the Bush
Administration’s interaction with Sub-Saharan A#idt is in line with the growing

US approach of “trade, rather than aid”. AGOA taeffect on 1 October 2000 and
expires on 30 September 2008. The aim of the Atd gromote free markets and to

° Based on data from the Lesotho National Developr@enporation
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lower trade barriers. It is a so-called-secondHpieferential treatment arrangement,
below free trade agreements but with better ben#itn the Generalized System of
Preferences (GSP) (see Table 4.5).

Table 4.5:  The hierarchy of preferences in the USade regime'°
Level Trade regime Geographical focut Ave. tariff
on imports
Level 1: Free Trade Canada and Nxico in the North American Fre 0.1%
Reciprocal Agreements (FTA) | Trade Agreement (NAFTA)
preferences Israel, Jordan.
Level 2: African Growth anc| Countries irSut-Saharan Africa enjoy du-free 0.7%
Non- Opportunity Act access i.r.o nearly all goods. Some also have
reciprocal (AGOA) duty- and quota-free access i.r.o textiles and
regional apparel.
preferences | Caribbean Basi Central America and Caribbean countries el 2.8%
Initiative (CBI) duty-free access for most goods, Naorth
American Free Trade Association.
Andean Trads Four Andean countries enjoy d-free acces 1.5%
Preferences Act i.r.o most goods.
(ATPA)
Level 3: Generalized Systel | Beneficiaries enjoy du-free accesd.r.o some 3.6%
Non- of Preferences goods, but many items are excluded. For least-
reciprocal (GSP) developed countries (LDC) the product range is
global wider than for the rest of the countries.
preferences
Level 4: Normal Trade This covers most of Europe, the East and s 2.2%
Non- Relations (NTR) erstwhile Communist countries.
preferential | Denied Trade Cuba 35.1%
treatment Relations (DTR) The Democratic People’s Republic of Korea
Trade embargo Iraq (prior to the invasion). Iri 0.3%

To a certain degree, AGOA is a preferential treatnp@ackage for countries in Sub-
Saharan Africa that are also eligible for GSP-treatt. Whilst AGOA in the first 2
years (2001 and 2002) of operation had little inig&adth imports to the US under
AGOA accounting for less than 1% of total US imgdrthe impact of AGOA on
African export to the US is evident from Table 4.6.

Table 4.6: Sub-Saharan Africa: U.S. imports, totauinder the African Growth
and Opportunity Act (AGOA-eligible countries only)**
(Thousands of dollars, Customs value)
Country TOTAL 2002 TOTAL 2006 TOTAL 2007
Nigeria* 581960: 2786341 3252504

10 United Nations, 2006

Y Source: Compiled by the U.S. International Traden@ission from official statistics of the U.S.
Department of Commerce
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Angola* 0 1151383: 1221096
South Africa 423597. 749725 913186.
Congo (ROC) 22382 304547, 309874!
Chad 570( 190471. 223827
Gabon* 162202 133098 214691
Lesotho 32145 40840° 44301¢
Madagascar 21592 28106! 33789!
Kenya 18915¢ 35280« 32608t
Cameroon 17205 22351, 30674
Namibia 5735: 11565( 21974
Congo (DROC) 0 8511 20640:
Ghana 11564 19222¢ 19865:
Botswana 2973: 25210° 18745:
Mauritius 28043: 21864¢ 18702(
Swazland 11446« 15580° 14796:
Liberia 0 0 11530:
Guinea 7160( 9168¢ 9574¢
Ethiopia 2565¢ 8112( 8823¢
Malawi 6810¢ 7901( 6900
Zambia 779( 2896¢ 4878(
Sierra Leone 383: 3589¢ 4810
Tanzania 2534 34567 4619¢
Uganda 15197 2178; 2662
Senegal 379¢ 2145( 1873«
Rwanda 308¢ 885¢ 1267¢
Seychelles 2629 1012: 1033:
Mali 258: 7851 971
Niger 897 12369! 908
Mozambique 816( 1559 535¢
Benin 68( 55E 507¢
Djiboulti 191¢ 329t 448¢
Cape Verde 1811 96< 219:
Burkina Faso 0 102( 146¢
Burundi 0 186¢ 1111
Mauritania 92¢ 0 71¢
Sao Tomi & Principe 391 187 39:
Gambia 0 287 14¢
Guinea-Bissau 35 47( 38
Total 1367144 5601026 6453229

* Mainly crude oil exports.

African export to the US increased (in dollar valog 472% between 2002 and 2007.
It is important to realise that AGOA is a strateg@de regime for the US: it helps
with the industrialisation of Africa, and it makiee US less reliant on China (textiles,
etc.) and OPEC (oil from Nigeria, Angola, Gabon &iwhd).

What is AGOA and how did it impact on South Afrigad Lesotho? AGOA lowered
the tariff barriers for exports to the US, but aénall countries qualifying for AGOA
already had quota-free access to the North Amentanket. Yet, in the textile sector-
sub, quotas in terms of the Multi-fibore Arrangembatl altogether vanished by 2005,
after-where only tariffs remained to regulate asc&nce 2005 the beneficiaries from
AGOA only had a tariff advantage when competingwithinese and Indian textiles
for market share in the US.
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Although, under AGOA, the US listed 1835 items #®GOA treatment (which
enhanced the 4 650 products that already qualiGediuty-free treatment under the
GSP), the UN maintained that AGOA implied only lied preferences for 30 of the
48 counties eligible for designation under AGOA &hdt it potentially had more
significance for the non-LDC countries.

The duty-free and quota-free access i.r.o textled apparel in terms of AGOA is
subject to a strict arrangement concerning oridifabrics and yarn: duty-free access
to the US market depends on textiles and appacdused from “fabrics wholly
formed and cut in the United States from yarns Whiormed in the United States”.
Moreover, the act provides for duty-free and guota- apparel imports made from
fabric produced by beneficiary countries in Sub&ah Africa. (The so-called
‘apparel’ clause). This clause further has a Sp&uake for LDCs that offered a grace
period till 30 September 2004 during which suchntdes could have duty-free and
guota-free access i.r.o apparel produced from fmek yarn sourced anywhere else in
the world.

Lesotho qualified for the Special Rule, South Adrimot. This window of opportunity
for LDCs (disappearing within a few months) waszedi by several (especially)
industrialists from Taiwan, Hong Kong and Mainla@tiina?. This incentive led to
the substantial expansion of the textile industry.esotho, but now also became its
biggest threat: if Congress would not agree todansion of the Special Rule, the
textile industry in the AGOA LDCs could be jeopaeti.

However, this cut off date was not intended to €ldse window of opportunity for
Sub-Saharan countries: it is an example of howJBautilises international trade as a
leverage to promote industrialisation in Africanuotries and to diversify its own
markets as well as diversify its import marketde®ssen dependency on China. The
threat of not being able to access cheap fabrisiditAGOA countries provided all
AGOA countries with an opportunity. Lesotho utitisehis opportunity for gearing up
its industrialisation programme: two Taiwanese itexhdustrialists decided that the
end of the Special Rule would compel all textildustries in AGOA countries to
source yarn and fabric from either the US or o#h@&OA countries. They therefore
established a denim mill in Maseru, Lesotho. Camsibn on a US $ 50 million
factory by Formosa Textile, an affiliate of jeansgucer Nien Hsing, commenced on
the Thetsane Industrial Site in 2001. The denim aufrently employs more than
1000 workers, and ensures that Nien Hsing's jeatsofy (with almost 2 500
workers) and several other factories with almo80@ workers, comply with all the
rules to ensure access to markets in both the St EU. Yet, many producers
who still had to rely on the importation of fabffom China, India and elsewhere in
the East closed their operations in Lesotho. Thigertical industrial integration that

12 The reason why industrialists from these coustaee flocking to Sub-Saharan Africa to

benefit from AGOA is quite evident: their home ctiyrbased industries are limited in their
textile exports to the North American market bytbdtties and quotas.
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could enable the textile industry to become anathameLesotho. Nien Hsing, apart
from the mill already has investments of US $ 20llion and employs almost 10 000
workers (numerous smaller companies listed in Ta@d&éove belong to this group) in
garment manufacturing in Lesotho. This developnaérat denim mill also persuaded
a Mauritius textile firm, Sweatsun, to commencehatfactory for apparel production
in Lesotho, even though Mauritius has AGOA benefitéthout the Special Rule
exemption) — Sweatsun has however since terminategerations in Lesotho.

South Africa benefited substantially from AGOA-wigixports increasing from US $
923 million in 2001 to US $ 1 669 million in 200dnd US $ 9 132 in 2007 despite a
strengthening Rand. South Africa’s AGOA exports, are order of importance
transportation equipment (almost 50% of BMW SoufticA’s production is exported
to the US), minerals and metals, chemicals, adticallproduce and then textiles.

Table 4.8: Exports under AGOA from 2001 to 2007 forSouth Africa and
Lesotho in US $ million'®

2001 200z 200z 2007 | % Growth in export
2001 - 2007

South Transportatior 30C 54t 731 58¢ 96.0(
Africa equipment

Minerals & metal 317 37z 397 78E 147.6:

Chemicals & 12¢ 13C 17¢ 307 143.6:

related products

Agricultural 79 124 13¢ 19¢ 148.1(

products

Textiles & appare 33 88 131 24 -27.2
Lesotho Textiles & appare 13C 31¢ 373 38C 192.3:

Chemicals & 1

related products

An interesting development is that in both these tap export sectors in South
Africa, the first few years since the launch of A&Gn 2000 saw substantial
investments. The automotive manufacturing industrgouth Africa upgraded their
production plants to the amount of US $ 20 millio.he South African textile
industry, however, could not keep up with interoadl competition since quotas in
terms of the Multi-fiore Arrangement had vanishew €005. The South African
government even arrived at a special 2 year arraagewith caps on textile imports
from China in order to try and protect the locadtile industry, but to no avail. The
decline of the SA textile industry with seriousdes and closures is also evident in
the decline of SA textile exports to the US. Lésohas weathered this storm better
than South Africa.

13 Agoa, 2008

18



The focus will now turn to Lesotho imports and estpdo determine the extent of
linkages between Mangaung and Lesotho. Therdhieiocus will fall on Mangaung
businesses providing services to Lesotho.

5. Imports and exports

In this section we will first focus on macrodatgaeling trade balance, the origin of
imports to Lesotho and the destination of Lesottmoets. We will then focus on the
total imports for individual consumption, since tigimportant for the Free State as a
whole and specifically for Mangaung (see Figure).5Next, there will be a short
overview of Lesotho’s border posts, and the sectidh conclude with microdata
captured in the questionnaires (Annexure 4).

Lesotho Imports and Exports in Rand Billion

O Imports
B Exports

[,

1L

1989 1994 1999 2004

Figure 5.1:  Export and import from and to Lesotho,1989 - 2004
The following are important:

» The actual trade-balance gap in Rand billion has ohe 15 years remained
around R2.4 billion, ranging between R1.823 billimn1989, a substantial
increase to R2.841 billion in 1999, and a somewdwatr R2.509 billion in
2004.

* It is impressive to look at exports expressed ag@entage of imports: In
1989 exports comprised a mere 8.9% of the valuenpbrts, it increased to
16.54% within 5 years and, by 1999 it had reacHewst 27%. By 2004 it
had already rocketed to an impressive 71.21%.

The focus now shifts to an assessment of the @rigfimmports to Lesotho (see Figure
5.2).
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Lesotho: Origin of imports (% of value)
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Figure 5.2: Origins of imports (%) in Lesotho, 198 - 2004
The following should be noted in respect of the\abi@ble:

* South Africa is still the dominant trading partyrespect of imports, but has
shown a gradual decline from providing in excesQ0% of the value of
Lesotho’s imports in 1989, to providing only 78%tbé value of imports to
Lesotho in 2004.

* The European Union, which supported Lesotho sigafily when it was an
island within apartheid South Africa, phased outstmof their subsidies for
exports to Lesotho and dropped from providing 5%ngports in 1989 to
providing a mere 2.4% in 2004.

* Asia (with Taiwan, Hong Kong, China, Singapore &utea being the main
contributors) increased as an origin of importsi@.7% in 1989, to 16.8% in
2004. This is closely related to development entéxtile industry.
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Attention should also at the same time be devatethe destination of exports (see

Figure 5.3)
Lesotho: Destination of exports (% of value)
80.0
70.0 A
60.0
—e—USA
50.0 A
—=— Europe
Asia
40.0 :
South Africa
—x— Botswana
30.0 A _
—e— Other Africa
20.0 A
10.0 A n—
0.0 ;\x— x
1989 1994 1999 2004

Figure 5.3: Destination of exports from Lesotho (%) 1989 - 2004

Concerning exports, the situation has changed dreaig since 1989:
South Africa’s importance as a destination of ei@bas plummeted from

70% in 1989, to 18% in 2004.

The USA (as a result of AGOA) has grown in impocefrom 14.8% of
export value destined for the USA in 1989, to 68%>qort value in 2004.
Europe has (despite a dip in 1999) remained fawlystant around the 10%

level.

The trade balance with the East is very negatividn, megligent exports there
compared with the increase in imports.

In 2004, a quarter (25.4%) of the total imports taesotho were classified as
individual declarations for home consumption. Tisad high percentage and reflects
the extent to which ordinary Lesotho citizens prectihe products for their personal
needs in South Africa. For the Free State, witkdges to the main border posts, this
is of significant importance.
It is clear from Table 5.1 that Maseru Bridge (tbad link between Mangaung and
Lesotho) is by far the dominant border post fordtiagy imports, with Maputsoe at

Ficksburg in a clear second position.
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Table 5.1:  Value of imports in % handled per borde post, 2004*
Maseru Bridge 67.2
Maputsoe 19.1
Maseru Station 3.6
Van Rooyen's 4.1
Caledonspoort 2.9
Maseru Post Office 11
Qacha's Nek 0.7
Makhaleng 0.6
Rama's 0.21
Tele 0.20
Moshoeshoe 1 Airport 0.18
Sani Top 0.10
Peka 0.10
M.M.B 0.02
Sephapho's 0.02
Mononts'a 0.00
Tsupane 0.01

The geographical position of Bloemfontein in redatto Maseru is therefore a factor
that should be explored: To what extent can Mangaueconomy benefit more from

the movement of goods across the Mangaung bordst? poOf an amount of

R2 241 992 753 declared in 2004 as individual datitans for home consumption, a
full 98.43% of that value was procured in Southiégdr The breakdown of categories
of goods procured, is fairly balanced, as can ba §®m Table 5.2 below

Table 5.2: Individual declarations of imports forhome consumption in Rand
value and as % of imports in this category, 2004
Food & Bev Clothing & Furniture Building Petrol and
footwear materials other
Maloti 461 608 38 429 163 49 437 404 23 437 886 07 440 634 05
% 20.6% 19.1¢ 19.5] 19.5¢ 19.6¢

Table 5.2 demonstrates that, as individuals, Lesottirens in 2004 bought in excess
of R2 billion worth of ordinary household goods.

The results of the two-week survey (2008) of impdd Lesotho-to determine the
origin of the goods as well as the nature of thedpcts-are listed in the Table 5.3
below (see the overview of methods for a detailestdption of methods employed to
determine the figures).

YRuicon, 2004. Border post data.
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Table 5.3: Origin of imports to Lesotho for a two-week period in 2008
Constructio | Durables, | Fabrics, Food by- | Food, Livestock | Missing | Non-food Paper Parts, | Grand
n material, electric clothing, | products | drink cases | consumable | products, | steel total
sand, stone | and footwear | , animal S packagin
household feed g
appliances material,
, furniture plastic,
crates
Bloemfontein 103999 3871p 36275 2881 169983 132002 800 24366 340779 110877 9606[74 2.796
Botshabelo 803 74535 500 10739 86578 252
Thaba Nchu 53762 53762 0.156
Mantsopa 86242 23414 16805 17850 893 7409 16801458 155751 0.458
Naledi 19976 500 319D 1788 1500 450 7500 3490 0.102
Xhariep 5294 947|7 100 14877 0.043
Fezile Dabi 3675 22838 26513 0.077
Lejweleputswa 21571 263 134470 25%91 0990 201794 0.587%
Thabo
Mafutsanyana 17175 5820 362797 2277y85 1531207 20| 4 56789 11209 129171 4546954 13.232
Free State
Total 403545 73187 490411 2301706 1866977 132002 2027 188134 354217 268906 6081806 17.698
Gauteng 156404 12970798 2142430 936842 59348 1600| 49156 1631657Pp 47.482
Kwazulu-Natal 592304 5713499 760780 45515 7330 24272 7169444  20.843
Western Cape 8233 535 2849700 144679 94643 3171896 9.23(
Limpopo 55199 46422 1016R1 0.296
Eastern Cape 10515 21300 115583 3P89 4464 415383 639265 1.860
Mpumalanga 44755 44755 0.130
North West 255674 1200 477P3 304667 .88D
Northern Cape 6502 81104 87606 D25
Elsewhere
(Foreign) 446265 446265 1.299
652803| 13658124 11757887 2301706 3879461 132002 11294 430494 933875 423438 34363904
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The following key observations should be made is téspect:

The Mangaung Municipality was the origin of onl\2% of the value of imported

goods to Lesotho.

The Free State Province generated 17.7% of theeaflumported goods, with the
Thabo Mafutsanyane District Municipality being tbdgin of 13.23% of the total

imports in the sample.

Lejweleputswa — still housing more than 40 000 ltesocitizens — generated a
meagre 0.587% of the value of the imports.

The economic powerhouse of South Africa, Gauteras the origin of 47.482% of
the imports, followed by Kwazulu-Natal with 20.863%

The Western Cape, too, with 9.23% of value deligere important contribution.

When considering the categories of goods procutedMangaung Municipality share is as
follows:

6.

100% of livestock (sample too small to make thigld conclusion);

36.5% of packaging materials, paper, cartons aastipt (clearly supplying some of
the factories — but note that in the last 3 yeararéon manufacturer has commenced
production in Maseru);

26.2% of engine parts and steel products delivered;

20.6% of non-food consumables;

15.9% of construction materials; and

4.4% of food and beverages.

Cross-border services

As indicated in the section on methodology, thdeotibn of data from Mangaung based
service providers in Lesotho by means of a questima solicited too few responses to
permit valid deductions. The information thus obeai was supplemented by conducting
interviews with service providers when these ext&@der posts (see Annexure 5.2).

If the responses obtained from the 19 Bloemfonbaised firms who completed the
guestionnaire or were interviewed at the bordercaresidered, the following comments are
significant:

Several of the service providers are providing g6evices in Lesotho as an integral
function of their sales (and therefore export) obds to Lesotho. Examples in this
category include Barloworld (selling and servici@aterpillar machinery) Afrisam
(selling cement and advising on design mix, antng®f concrete strengths).

Visits to Lesotho range from 1 every 2 months ton&hthly (one visit per working
day) with an average number of 8 visits per month.

The value of services in Lesotho-as a percentagkeofurnover of the Bloemfontein
entity / branch-range from 2%, to as high as 97%h a&n average of 32%. This is a
clear indication that Lesotho business is imporfanBloemfontein firms, with 7 of
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the 15 reporting firms indicating that more tha®0f their turnover is generated in
Lesotho.
* The sectors in which most of the services recoetedeing delivered are:
(1) Maintenance (air conditioners (2) / servicing of v@mment vehicles /
telecommunication towers / etc.)
(i) Construction (servicing of Caterpillar machineryoad-building engineering
services / installation of glass and security dé@ts.}°

If the 19 non-Bloemfontein-based service providen® were interviewed at the border post
are considered, it is important to note the follogvi
* Visits to Lesotho range from 2 to 10 per monthhvah average number of 7 visits
per month.
» The value of services in Lesotho-as a percentagjeediurnover of the business entity
/ branch-range from 10% to 80%, with an averagé3%%. According to ten of the
19 firms, more than 40% of their turnover is getedan Lesotho.

Issues that came through in the questionnaire mpéiang economic ties, are:
» Poor condition of the road between Bloemfontein asbtu;
» Delays at the border with passport control;
* The banking system in Lesotho is cumbersome, attdrbategration with the South
African banking system is required for easier tfarss

7. Traffic linkages

This section provides a detail overview of the ficafinkages from and to Lesotho, with
specific reference to taxis, buses and privateckesiand heavy vehicles at the three border
posts, namely Maseru, Van Rooyenshek and FickbDaga for private cars are for the two-
week period 09-22 June 2008. Data for taxis anegdase for a one-week period in June
2008. All data will be extrapolated to a monthsis. It should be borne in mind that there
might be considerable differences over the Decermbkday period, which are not reflected
in this data.

7.1 Maseru

7.1.1 Taxi routes

Table 7.1 provides an overview of the taxi routesl ahe number of people who are
transported from the border post at Maseru to iooatin South Africa.

Not captured in the questionnaires, are professiservices (except one engineering firm). From ow
experience, several Bloemfontein-based law firmswall as advocates, render legal services in
Maseru, whilst numerous consulting engineers (bthand electrical) are also active in Maseru.
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Table 7.1:

Taxi routes and people transported fronMaseru to destinations in South Africa,

2008
Number
Number of
Trips of visitors
Trips per visitors per Cost per | Total
Destination per day | month per trip month trip cost
Mangaung 8.0 240 15 3600 70| 252000
Johannesburg/ Westonar
Pretoria 8.7 260 15 3900 150| 585000
Carletonville 5.2 156 15 2340 150| 351000
Klerksdorp 4.0 120 15 1800 145| 261000
Rustenburg 8.5 256 15 3840 170| 652800
Welkom 11.6 348 15 5220 100 522000
Total 46 1380 20700 2623800

A range of comments need to be made in respebeddltove table:
* The taxi link between Maseru and Mangaung tranggogipproximately 17% of all

people who commute by this means from the Maserddogpost.
rand value, this is less than 10% of the taxi bessngenerated from the Maseru

border post.

In terms of the

* The largest link in terms is the number of peomemuting from Maseru Bridge to
Welkom (the Free State Goldfields), with approxietat25% of the commuters
travelling to this destination.

 The Free State Goldfields are followed by Gautevigle Mangaung is in the third

place.

7.1.2 Bus transport

The profile of commuters from the Maseru bordert paiso use bus transport is provided in

Table 7.2 below.

Table 7.2: Taxi routes and people transported fronMaseru to destinations in South Africa,
2008
Number of | Number of Total

Trips per | Trips per | visitors per | visitors Cost cost per

Destination day month trip per month | per trip annum
Mangaung 1.0 30 65 1950 40 78000
Carletonville 1.0 30 65 1950 160 312000
Klerksdorp 1.0 30 65 1950 155 302250
Rustenburg 1.0 30 65 1950 180 351000
Total 4 120 7800 1043250

A quarter of the bus commuters were destined fonddang, although the size of the
Mangaung business is only 7.4% of the total trarispasiness that originates from Maseru.
It is also noteworthy that although there is a famount of competition between the taxi
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industry and the bus service, no bus linkages ekistween Maseru and between
Johannesburg and Maseru and the Free State Gdgdfiel

7.1.3 Vehicle transport

The data collected for this assignment was colkledde six days (Monday to Saturday) in
June 2008 at the turn-off from Lesotho to Ladybramd Bloemfontein. A distinction is

made between vehicles travelling to Ladybrand &oded travelling to Mangaung. Figure 7.1
reflects vehicles travelling from Lesotho to Manggu
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Figure 7.1:  Vehicle transport per hour on the Masau-Mangaung route (measured at

the Ladybrand turn-off) for vehicles turning on to the N8 to Bloemfontein

The following comments should be made in respe@igafe 7.1:

Vehicles bearing Lesotho registration numbers redch peak of nearly 22 vehicles
per hour between 09:00 and 10:00 in the morning

Then there was a decline to less than ten vehiptgshour after 13:00 in the

afternoon.

On average, 154 vehicles with Lesotho registratlmmbers travelled between
Lesotho and Mangaung from 06:00 in the morning&®Q in the evening. Yet one

should note the fact that many vehicles might motged to Mangaung and actually
turn off at Tweespruit to proceed to Gauteng, Notest and the Free State
Goldfields. Assumptions based on figures sugdest mearly 50% of vehicles turn

off at Tweespruit.

This means that at an average of 3 people per leehsD people (from Lesotho)

travel to Mangaung on a daily basis. If this israpolated to number of people per
month, it means that 6500 people travel betweesethwo destinations on a monthly
basis.

The large number of taxis and heavy vehicles shbaldinderstood against the fact
that many of the taxis destined for Gauteng, Rumtenand the Free State Goldfields
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use a turn-off at Tweespruit and do not actuallycped to Mangaung. The figures
provided directly for buses and taxis are thus @bbpomore reliable.

The return-traffic flow from Mangaung to Lesothqsrtrayed in the Figure 7.2 below.
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Figure 7.2:  Vehicle transport per hour on the Man@ung-Maseru route (measured
at the Ladybrand turn-off) for vehicles turning on to the N8 from
Bloemfontein to Lesotho

As can be expected, the opposite trends are visililee case of the return-traffic to Maseru.
South African vehicles dominate the traffic flowtween 06:00 and 15:00, but Lesotho-
registered vehicles start to dominate the flow ByOQ as visitors return to Lesotho. On
average, 107 vehicles returned (compared with @ that left Lesotho). This can be
ascribed to the fact that some vehicles will retater than 18:00. If another 30-40 vehicles
return after 18:00 this confirms the fact that abbh0 Lesotho-registered vehicles travel on
this route on a daily basis (half of which probatdyne from Mangaung). .

7.1.4 Maseru: summary

This section summarises the flow of traffic and gledrom Maseru to Mangaung. Table 8.3
provides a summary overview in this respect.

Table 7.3: Summary of Lesotho visitors to Mangaungfrom the Maseru Bridge
border post, 2008

Mode of transport Number of people per montt %
Bus 1 95( 16.2
Taxi 3 60( 29.¢
Private vehicl 6 50( 53.¢
Total 12 05( 100.(

More than 50% of the estimated visitors use privateicle transport between Mangaung and
Maseru,29.9% use taxis, while 16.2% use buses.
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7.2  Van Rooyenshek

7.2.1 Taxis

The profile of taxi linkages between Mangaung armah YRooyenshek is reflected in Table 7.4
below.

Table 7.4: Taxi routes and people transported fromVVan Rooyenshek to destinations
in South Africa, 2008

Trips Trips Number | Number of
per per of visitors | visitors per | Cost Total
Destination day month per trip month per trip cost
Bloemfontein 2.3 70 15 1050 120 126000
Johannesburg
Carletonville 0.2 7 15 105 175 18375
Klerksdorp 2.3 70 15 1050 150 157500
Rustenburg 0.3 8 15 120 170 20400
Welkom 5.7 170 15 2550 110 280500
Total 10.8] 325.0 75.0 4875.0 725.0| 602775.0

The taxi link between Mangaung and Lesotho via\ta@ Rooyenshek border post seems,
percentage-wise to be slightly larger than the thiaé through the Maseru border post-in that
21% of taxi passengers head for Bloemfontein. Yethould be borne in mind that a bus
service is also in place between Maseru and Mamgaumnterms of scale, nearly twice as
many passengers travel by taxi from Maseru to Mangahan is the case between Van
Rooyenshek and Mangaung.

7.2.2 Bus linkages
No bus service is available between van Rooyenahdkviangaung.

7.2.3 Vehicle linkages

The linkages for vehicles moving from Wepener tonjeung are reflected below (see
Figure 7.3 and Figure 7.4). It should be noted thas assumed that Mangaung is the
destination. Later on, an formal assumption wallbade that 25% of the vehicles do in fact
have a different destination than Mangaung.
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Figure 7.3:  Vehicle transport per hour on the Maféeng (Wepener)-Mangaung route
for vehicles turning to Bloemfontein from Wepener
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Figure 7.4: Vehicle transport per hour on the Maéteng (Wepener)-Mangaung route
(measured at the Ladybrand turn-off) for vehicles tirning from
Bloemfontein to Wepener and Van Rooyenshek

The number of South African vehicles that use trmdroutperforms the number of Lesotho-
registered vehicles (see above Figures). The kafituaes reveal that approximately 470
vehicles travel on the route to Bloemfontein perntho If it is assumed that that three-
guarters head towards Mangaung, then at an averfagpproximately 1057 people using
vehicle transport visit Mangaung on a monthly béisee people per vehicle).

7.2.4 Van Rooyenshek: Summary

In conclusion, Table 7.5 summarises the estimateaber of people who visit Mangaung on
a monthly basis via van Rooyenshek.
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Table 7.5: Summary of Lesotho visitors to Mangaundgrom the Van Rooyenshek
Bridge border post, 2008

Mode of transport Number of people per montt %
Taxi 105( 49.¢
Private vehicle 1 057 50.z
Total 2 103 100.(

The above summary is viewed as a conservative &®irhecause one could expect a
significant percentage of Lesotho citizens to laveling in vehicles with South African
registration numbers.

7.3 Ficksburg

Assessing the data from the Ficksburg border past &wen more difficult: it is not always
possible to determine the scale of movement to ldang.

7.3.1 Taxis

Table 7.5 summarises the taxi routes from the Bugig border post to the rest of South

Africa (including Bloemfontein).

Table 7.5: Taxi routes and people transported fromFicksburg border post to
destinations in South Africa, 2008

Trips Number | Number of
Trips per per of visitors |  visitors Cost
Destination day month | per trip per month | per trip | Total cost
Bloemfontein 5.7 170 15 2550 90 229500
Durban 1.9 56 15 840 160 134400
Germiston 0.9 28 15 420 150 63000
Johannesburg 5.1 154 15 2310 150 346500
Klerksdorp 3.0 90 15 1350 110 148500
Qwagwa 4.4 132 15 1980 62 122760
Rustenburg 7.9 236 15 3540 170 601800
Secunda 2.7 82 15 1230 150 184500
Springs 2.2 66 15 990 150 148500
Vereeniging 2.7 80 15 1200 150 180000
Welkom 6.5 196 15 2940 150 441000
Westonaria 3.4 102 15 1530 150 229500
Total 46.4| 1392.0 180.0 20880.0| 1642.0| 2829960.0

Thirty percent (30%) fewer visitors from the Ficksty border post use taxis than do those
from Maseru Bridge, and probably more than ably thies more than those from Van
Rooyenshek. It should also be noted that the paahdénk with the rest of South Africa is far
more extensive from the Ficksburg border post.
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7.3.2 Buses

No bus service exists between Ficksburg and Bloetain although an extensive service is
available to Klerksdorp, Carletonville and Rustagbevith each transporting in the vicinity
of 2000 people per month to said destinations.

7.3.3 Vehicles

It was virtually impossible to develop an idea oflhmany vehicles that originated from the
Ficksburg border post. Therefore an estimate wadenbased on the following principles:
* Inthe case of Maseru 1:1.8 people travelled pefaraevery taxi commuter.
* Inthe case of Van Rooyenshek the ratio was 1:1afds and private vehicles.
» It was assumed that the ratio for Ficksburg wouwddlhbl.4 for people travelling by
taxi and by private vehicle. This suggests tipgraximately 3150 people originate
from the Ficksburg border post and visit Bloemfamte

7.3.4 Summary

The total in respect of the above traffic assessrwerthe three main border posts between
South Africa and Lesotho, is reflected in Table Getw

Table 7.6: A summary of traffic flow between Lesdto and Mangaung, 2008
Mode Maseru Van Rooyenshe| Ficksburg Total %
Bus 195( 195( 9.7
Taxi 360( 105( 225(C 690( 345
Private 650( 1057 315C 10707
vehicle 558
Total 1205( 2107 540(C 19557 10C

The table confirms the following crucial aspects:
* More than half the commuters travel by private ghi
» Just over one-third travel by taxi.
* Less than 10% travel by bus.
* Overall, nearly 20 000 people (some might be theegavisit Mangaung from
Lesotho per month. This figure will be used as figeire to calculate the total
economic impact later in Section 8.

8. Assessing the role of visitors from Lesotho

The aim of this section is to determine the ecowoimmpact of Lesotho citizens on
Mangaung. As already noted 400 Lesotho citizensewserviewed, and this sample size
allows one to generalise the impact for Lesothohe Bection starts off with a range of
descriptive factors and ends with an assessmetiteoéconomic impact of Lesotho citizens
on Mangaung.
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8.1  Basic profile of interviewees

Two aspects are considered at this point: the gesad age profiles. Just less than 48% of
visitors to Mangaung were females. Considering thales are usually the most mobile
group, thisseems to be fairly high and needs further evalnatiroughout the report. Regarding
age, the average age of visitors was calculat88 gears. What was significant was that the median
was 30 years — probably an indication of the limletlucational facilities in Bloemfontein. A quarte
of the visitors were younger than 25 year, halfe@® years or younger, while only a quarter were
older than 42 years. Figure 8.1 is an overviethefage distribution of visitors to Mangaung.
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Figure 8.1: The age distribution of Lesotho visitos to Mangaung, 2008

The age distribution confirms the high percentaip@sitors who are 30 years or younger and
it moreover confirms the perception that a sigaificpercentage of visitors visit Mangaung
for educational purposes. Section 8.6 elaboratethis aspect, and at that stage the report
will again use the age distribution to identify sibie trends. No significant differences were
recorded for the average ages of males and females.

8.2 Origin of visitors from Lesotho

The initial intention of this research project wasdetermine the implications of economic
linkages for the envisaged N8 Corridor Project. e Tiace of origin would provide some

indication of the degree to which the N8 actuadiythe main road linkage between Lesotho
and Mangaung. The results are portrayed in Talld&ow.

Table 8.1: District of origin for Lesotho citizensvisiting Mangaung, 2008

District of origin n %
Maser! District 25¢ 65.¢
Mafeten( District 87 22.2
Bere: District 18 4.€
Mohale's Hoe District 12 3.1
Leribe District 6 1.5
Othel 11 2.€
Total 392 100.(
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The above table indicates that 65.8% of the visitorMangaung originated from the Maseru
District. A further 6.1% of visitors originatedofm district to the north of Maseru (Leribe
and Berea). This means that nearly three out efyefour visitors would use the N8 on a
regular basis to visit Mangaung. Visitors from tiweo southern districts (Mafeteng and
Mohale’s Hoek) comprised only 25.3% of all visitaed they would most likely use the
Dewetsdorp road. It terms of a gender analysissigaificantly higher than average
percentage of males than females originated fromsekaDistrict (55% vs. 52% average). In
all of the other districts female visitors wereliwe majority. Visitors from Maseru were also,
on average, younger than visitors from other dittri(33.86 year), while visitors from
Mafeteng were, at 38.6 years, older than the aeerabhese statistics on gender and age
might be an indication that the area of origin dasinct attributes that influence the reasons
for visits to Mangaung — an aspect which need®tmbestigated in more detail.

8.3 Destination in Mangaung

This section assesses whether visitors visited rBloetein, Botshabelo or Thaba Nchu.
This assessment is important so as to understandature of visits within Mangaung. Just
over three-quarters of the visitors visited Bloentén, while 15.2% visited Botshabelo and
8.6% visited Thaba Nchu. The remaining respondiedisated that they visited other areas.
Other key findings from the data are:
* The data did not reveal any significant differentesespect of the origin of visitors
in relation to the area that they visited.
 The same can be said in terms of the age distoibusithough Botshabelo attracted
slightly younger visitors (an average of 32.1 y§ars
* Interms of a gender analysis, significantly moies than the average of the sample
visited Bloemfontein compared with Botshabelo ahdf@a Nchu (57.2%).

8.3  Mode of transport

Is should be remembered that the mode of transymstdependent on the survey strategy. A
decision on how to divide questionnaire betweerfettht modes of transport was before
hand against the background of the available kndgden this respect. Not much should
therefore be read into the main analyses. Yet,esoithe results from the secondary
analyses should be borne in mind. Approximately4&f the visitors used a taxi, while
nearly 30% made use of a car and one in four uskdsa Yet, it is though important to
compare the type of vehicle with a few other kediaators (see Figure 5.2):

18 It should be noted that the average age of thporefents who answered the question on their digimaas
33.5 years — slightly younger than that for thalteample.
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Figure 5.2: The type of transport use compared wit a range of indicators, 2008

The following key points should be noted regardimg data in Figure 5.2:

» Compared with the average for bus transport madesous transport, more often than
females 43.8% of males who visited Mangaung use&drtftode of transport. Bus
transport also seems to be the preferred modean$port for visitors who travel to
Botshabelo-45.5% of these visitors used bus trahspo

» The main preference for car transport comes frayedlolder than 30 years (47.6%)
and from visitors to Thaba Nchu (50.1%).

e Taxitransport is more often used by those youtiggn 30 years (57.9%) and by
people who visit Bloemfontein (58.7%).

The fact that 70% of the visitors use some formudilic transport is significant and should
be borne in mind when reflecting on the implicasidor the N8 route.

8.4 Reasons for visiting Mangaung

Having provided some of the basic information ispect of the profile of visitors, we now
focus on a discussion of the reasons for visitiggs in Mangaung.

8.4.1 Overall reasons

First, there is a brief review of the main reas(@ee Table 8.2), and this is then followed by a
more detailed discussion focusing on the attribugéeed to the different reasons.

Table 8.2: Reasons for visiting Mangaung, 2008

Reason n %
Visiting friends/family, social occasi 112 27.9
Educatiol 94 23.4
Doing shopping 78 19.5
Businesswholesale purchas 39 9.7
Employed/looking foremploymen 39 9.7
Medica / banking / legal servic 23 5.7
Pay dek 6 1.5
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Entertainmer 4 1.0
Connect to other transp 3 0.7
Othel 3 0.7
Total 401 100.0

Table 8.2 suggests that 27.9% of visitors interei@wisited Mangaung for social reasons
(visiting either family or friends). This is sidiwant in that other research has already
indicated that a significant proportion of tourisakes place through such visits — especially
over weekends. The second most prominent reasonsiting Bloemfontein was related to
educational reasons (23.4%). A large percentagespiondents were either enrolled at one
of the two universities in Bloemfontein or attendsthools in Mangaung. The third most
prominent reason is that of shopping: nearly 10%hefrespondents indicated that the main
purpose of their visit was to go shopping in Mangau A further 9.7% indicated that they
were either employed or seeking employment. Ne@%y of visitors indicated that the
banking, medical and legal services provided in §amg were the main reasons for their
visit. All of the other reasons accounted for lésan 2% but it should be noted that
entertainment was indicated by 1% of the interviesvand that a further 0.7% indicated
“connection to other transport” — most probably @mansport — as the reason for visiting
Mangaung.

8.4.2 Gender, age and the reason for visiting Mangag

An understanding of the reasons why visits haverigiace will be incomplete if these are
not substantially cross-tabulated with a rangearfables. This section reflects on whether
age and gender play any significant role in respéthe reasons why Lesotho citizens visit
Mangaung. The following reasons where more prontimethe case of males:
* Working in Mangaung or looking for work (76% of real gave this as the main
reason for visiting Mangaung).
* Furthermore, 82% of male respondents indicatedttiet came for business-related
reasons / or for wholesale purchasing.

Female respondents were more inclined to visit Mang for educational purposes and 63%
of females visited Mangaung for this specific reaso

In respect of age, the following should be noted:
* The main reason for those under the age of 30 w@ssa to educational facilities in
Mangaung. Nearly 45% of the respondents in thesadegory provided this reason.
* A significantly larger percentage of older respamdeindicated that they visited
Mangaung for business reasons (15.5%, comparedéataverage of 9.7%).

8.4.3 Destination and reason for visit

The areas of destination in Mangaung have alreabn loutlined in Section 8.2. The
guestion is whether there were different reasongifaiting the different areas. Table 8.3
summarises this aspect.
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Table 8.3: The destinations and reasons for visitg Mangaung, 2008 (%)
Reasn Bloemfontein | Botshabelc | Thaba Nchu Elsewhere

Visiting friends/family, socia

occasion 12.3 25.0 36.4 30.4
Medical / banking / legal services g.6 6.8 18.2 0.0
Shoppingservice: 26.2 18.2 13.€ 8.7
Educatiol 28.2 20.t 18.2 21.7
Business/wholesale purchases 12.8 18.2 4.5 8.7
Entertainment 1.0 0.0 0.0 4.3
Catch other transpc 0.t 0.C 0.C 0.C
Pay dek 1.t 2.8 0.C 0.C
Work/looking for a jol 10.2 9.1 9.1 217
Other 0.5 0.0 0.0 4.3
Total 100.0 100.0 100.0 100.0

It should be borne in mind that approximately 75%vigitors came to Bloemfontein. A
number of comments can be made in respect of theedlable:

Social reasons seem to be more prominent in Bogstnadnd Thaba Nchu than in
Bloemfontein. Maybe there is scope for furtheeeesh to understand the impact of
Lesotho citizens locating Botshabelo and Thaba Nchu

By contrast, accessing shopping centres and eduehtiservices were more

prominent in Bloemfontein than in the other two tces. The relatively higher

percentage of respondents who indicated doing bssior wholesale purchases in
Botshabelo is significant and is most probably éidko the clothing manufacturing or
construction material sector in Botshabelo

The high level of medical / banking and legal ssgsiin Thaba Nchu is mainly
related to access to banking services. Responaédrdsindicated medical services
accessed these services exclusively in Bloemfontein

8.4.4 Reasons for the visit and the origin of visits

The focus now shifts to a comparison of the reasonthe visit and the origin of visitors (see
Section 8.2). As Mafeteng and Maseru are the twydistricts for which adequate scale of
information was available, only data in respectha&se two provinces will be applied. The
following main findings should be noted:

Visitors from Mafeteng are more inclined to visitahQaung for social reasons than
are visitors from Maseru. In the case of Mafetargrly 40% of the visitors visited
Mangaung for social reasons compared with only22@& Maseru.

The opposite applies in respect shopping, busiardseducational purposes. These
reasons are more prominent in the case of Masér@%2 26.5% and 12.3%) than for
visitors from Mafeteng (11.3%, 18.2%, and 3.4%).

It is significant that the half of the visitors winadicated that they visited Mangaung
(more specifically Bloemfontein) for medical purpssoriginated from Mafeteng.
The availability of private health care facilities Maseru has probably reduced the
demand in Bloemfontein for visitors from the Lesottapital. The fact that Netcare
has just taken over the private hospital in Maseay to a certain degree have a
further impact on this figure.
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The above information is probably an indicationtteagnificant economic linkages exist
between mainly Maseru and Bloemfontein — far morthan in the case of Mafeteng.

8.5 Number of visits per year

The average visitors from Lesotho sleep over in ¢éamg for an average of 7.11 nights per
annum — confirming that a large number of visitars doing day trips — as already noted in
the traffic data. Table 8.4 provides an overvieisttee number of visits per annum by
Lesotho citizens.

Table 8.4: Number of annual visits for Lesotho cizens, 2008

Number of visits n %
1-4 112 27.¢
5-12 141 35.2
13-24 69 17.2
>24 79 19.7
Total 401 100.(

Table 8.4 suggests that nearly 37% of visitors flogsotho visit Mangaung at least more
than once a month annually. In fact half the eisitvisit Mangaung at least once per month.
This trend probably suggests that a large numbervisitors actually visit Mangaung for
monthly groceries or service-related reasons.

8.7 Expenditure patterns

The aim of this section is to assess the total mrcompact of Lesotho citizens on the
economy of Mangaung (see Figure 8.5). For thipese the following procedures were
used:
* The average expenditure per item was determinedh®respondents’ last visit to
Mangaung
* It was then multiplied by the 20 000 visitors
* This figure was then multiplied by the percentadgeespondents who recorded a
response for the specific item.
* Finally, the figure was multiplied by 12 to getidea of expenditure per annum.
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Table 8.5: Total expenditure

Mangaung, 2008

of Lesotho citizens pemonth and per annum in

Items Per month Per annumr Percentagt
Clothes 4,665,686.27 55,988,235.24 18.5
Wholesale purchases for shop 4,287,581.70 51,450,980.39 17.0
Grocerie: 3,48E,294.1: 41,82:,529.4. 13.€
Petro 2,665,398.6¢ 31,96(,784.3: 10.¢€
Vehicle-related expenses 1,733,006/54 20,796,078.43 6.9
Liquor 1,564,771.24 18,777,254.9( 6.2
Friend: 1,28€,928.1( 15,44:,137.2¢ 5.1
Housewares 8,901,96.0¢ 10,682,352.9¢ 3.t
Taxi / bus fare 70€,496.7: 8,501,960.7¢ 2.6
Entertainment 630,392.16 7,564,705.88 2.5
Medical services 580,392.16 6,964,705.88 2.3
Construction materls 457516.3¢ 5,49(,196.0¢ 1.6
Accommodatio 41€,300.6¢ 5,01¢,607.8¢ 1.7
Legal service 13(,718.9¢ 1,56€,627.4" 0.5
Medicine 100,980.39 1,211,764.71 0.4
Other : 1,586,274.59 19,152,942.06 6.3
Total 25,18¢€,934.7: 302,39¢€,863.6! 100.0(

The following key factors should be highlighted@spect of table 8.5:
» Overall, this means that Lesotho citizens contgbapproximately R302 million per
annum to the Mangaung economy. Approximately 8@0%his expenditure occurs in

Bloemfontein.

* The item with the highest percentage of expenditsirelothes, with 18.5% of the
expenditure being on this item.

* Other items that recorded more than 10% of expereliivere wholesale purchases
for shop, groceries and petrol, while other vehrellated expenses (servicing cars)

should also not be ignored.

Regarding the expenditure by students of approxypa®60 million, it could be assessed
that Lesotho citizens spend in the vicinity of R3®@lion per annum in Mangaung. Put
differently, this is the equivalent of consumermsgiag of visitors for four rugby test matches

against world’s best sides in Bloemfontein.

8.8

Respondents were asked two more questions, nantglly thve single most important aspect
is that prevents them from visiting Mangaung moiterg and, what would have to change
for them to make them visit Mangaung more oftere Tésponses to these two questions are

Aspects preventing more frequent visits

reflected in Table 8.6 and Table 8.7.
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Table 8.6: Aspects preventing Lesotho citizens fro visiting Mangaung, 2008
Reasor n %
Nothing 152 43.¢
Crime corruptior 57 16.5
Personal/work restrictio 49 14.2
Border/passpodifficulties /delay: /cost: 22 6.4
Transport problen 18 5.2
Don't like Bloenfontein/weather/there ar
12

better places 3.5
Issues with institutions/compan 11 3.2
Discrimination/xenophob 10 2.9
Lack of entertainment/sha 7 2.0
Distanct 5 1.4
Othel 3 0.9
Total 34¢€ 100.(

Nearly one in two respondents mentioned that the® nothing. Yet, approximately 16.5%
mentioned crime, while 14% mentioned the persoestriction and work restriction (closely
related to border posts) as key inhibiting factoidore specifically, about 6% mentioned
passport difficulties and delays at the border gogthile about 5% mentioned transport
problems. The four aspects which could be conedlémom a planning point of view relate
to:

* Reducing the restrictions of movement

» Border-post regulations

* Addressing crime and corruption

* Improving the transport system between LesothoMadgaung.

Table 8.7:  Aspects which need to change to increathe visits from
Respons n %
Nothinc 111 33.1
Safety and securi 41 12.2
More shops/entertainment/factol 30 9.0
Cleaner tow 25 7.5
Better transport/trait 25 7.5
Other commen 23 6.€
Employmen 21 6.3
Better customer service/ci 17 5.1
Cheaper produc 13 3.€
Better bankin 9 2.7
Shops close togett 8 2.4
Don't know 6 1.8
Reduce discriminatic 6 1.8
Total 33t 100.(

The responses did not differ much from those rédlgan Table 8.6, with safety and security
issues and transport aspects being prominent. falheéhat a cleaner town is mentioned by
7.5% is significant. Considering that neither Maseor Mafeteng could be ranked as “clean”
urban environments, it is quite telling that tlesachieving such high priority — an aspect that
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the Mangaung Municipality certainly has to takei@cton. The fact 5% mention better
service / care should also not be disregarded.

8.9 Satisfaction levels

In addition to the above questions, respondents aiso asked how they rate the service they
received (on a Likert scale), whether Mangaung tesr first choice of destination for
specific project, and if not, what city or town wiheir first choice. The results are portrayed
in Table 8.8 below.

Table 8.8: An overview of satisfaction levels petem, 2008

Mangaung
ltems Likert-scale rating preference (%) Main alternative

Liquor 4.08 84.2| Maseru
Groceries 4.27 89.8| Maseru
Clothes 4.10 78.2| Gauteng
Housewares 4.07 88.2| Ladybrand
Entertainment 3.98 66.7 | Gauteng
Petrol 2.79 16.1| Lesotho
Taxi / bus fares 3.84 99.6| -
Accommodatio 4.2¢ 88.L | -
Education 4.48 100.0| -
Medicine 4.0( 50.C | Lesothc
Medical services 4.82 81.2] -

Legal services 4.00 100.0] -
Vehicle-related 4.00 84.6| Lesotho
Wholesale 4.0( 92.9| Durban
Construction materials 5.00 100.0| -

A number of points should be noted in respect efahove-mentioned data:

* The lowest satisfaction rating was obtained forgdetThe main reason is that the
cost of petrol in Lesotho is usually lower tharSiouth Africa because a lower level
of tax is levied on petrol in Lesotho.

* Although construction materials were rated higltesttould be mentioned that only
two responses were recorded.

» The high satisfaction levels with education in Mamgg are also significant. It is
also the item displaying the highest preferencévfangaung (100%).

* Medical services received the third highest ratinghe Likert scale — despite the fact
that expenditure on this item was not very high.

9. The impact of Lesotho students on the MLM econoyn

Nearly 1700 students from Lesotho study at eitlher €entral University of Technology
(423) or at the University of the Free State (1267he education sector is probably the
sector that attracts most people from Lesotho tagdang. This section considers, in a broad
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overview, the profile of students in mainly Bloemfein and moreover assesses the
economic impact of Lesotho-based students on thieogoy of Mangaung.

9.1  Basic profile of students

Before a more detailed assessment of the econompiact can be assessed, a broad overview
of the profile of students is provided:

« The average age of students who participated insthigey was 26 years with a
gender division of 35% male and 65% female.

» The majority of students originated from the MasBrstrict (64%).

* The sample consisted of 204 interviews of whichrigezZ0% were at the University
of the Free State and 26% were at the Central Wsityeof Technology. The
remainder were attached to the Motheo Further Bducand Training College.

» Students were involved in a range of fields of gfuthe main field being Business
and Management Studies (34.8%), Natural Sciencé%d), Education (13.6%),
Social Sciences (10.6%), and Information Technol®y§%).

* Overall, 99% were residing in Bloemfontein and 1?4 haba Nchu.

» If the data on place of residence are broken dawthér, it is seen than one in every
three Lesotho students resided in Universitas dutimeir studies and 23% in
Brandwag (the two suburbs closest to the Univerdittyhe Free State).

* Only 13% resided in the University hostels.

* Approximately one in every two students residechistudent house, while nearly
20% resided in a flat.

* Approximately 90% of the students who were intemad were full-time students,
5% part-time student but were residing in Bloeméimton a full-time basis. The
remaining 5% were part-time but were residing inrsbta or Lesotho.

* On average, students originating from Lesotho sp@286 days per annum in
Mangaung (mainly Bloemfontein).

9.2 Economic impact

Taking into account the background provided abtwe focus now shifts to an assessment of
the economic impact that students originating frbesotho have on the economy of
Bloemfontein. Table 9.1 provides an overview & gxpenditure of students who originate
from Lesotho. The table is based on the followasgumptions:
» The average number of days that Lesotho citizersndspin Mangaung was
extrapolated to 9.5 months per year.
* The 9.5 months per year were multiplied by the agerexpenditure per month as
indicated by the respondents
e It was assumed that 1500 students study full tiecl(ding PhD and Master’s
degree students who only visit Mangaung om@hoc basis)
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Table 9.1: Expenditure by students originating fromLesotho, 2008

Type of expenditure n Min Max Mean Total %
expenditure
Accommodatio 204 0| 9,000.00] 1,282.72| 18,278,755.81 28.1
Study fee 204 0| 2,741.67] 1,226.25 17,474,006.62 26.8
Grocerie: 203 0| 3,000.00 670.05|  9,548,249.00 14.7
Clothe: 204 0| 2,500.00 315.75|  4,499,403.27 6.9
Entertainmer 204 0| 4,500.00 310.15|  4,419,596.99 6.8
House war 204 0| 8,000.00 239.04|  3,406,376.58 5.2
Taxi/Bus/ fare 203 0| 1,200.00 146.88 2,093,053.34 3.2
Medical expenst 204 0| 3,200.00 135.43 1,929,900.58 3.0
Petro 204 0| 4,000.00 133.05 1,895,924.78 2.9
Vehicle relate 204 0| 3,000.00 40.59 578,476.65 0.9
Other] 204 0| 1,300.00 26.05 371,268.38 0.6
Other: 204 0| 5,000.00 25.2 359,160.77 0.6
Legal expenst 204 0| 1,800.00 20.92 298,039.45 0.5
Other: 204 0 20 0.1 1,397.06/ 0.0
Total 65,153,609.25 100.0

The above table reveals that Lesotho citizens spsed R65 million rand per annum in
Mangaung (mainly in Bloemfontein). The majoritytbfs expenditure is on accommodation
(R18 million or 28%), followed by study fees (R17llimn or 27%) and groceries (nearly
R10 million or 15%).

9.3 Main reasons for studying in Bloemfontein

The interviewees were also asked what the maironsawere for studying in Mangaung
(Bloemfontein). The results are portrayed in TébRbelow.

Table 9.2: Reasons why student originating from Lextho study in Mangaung

Reasor n %
Closest to place of orig 112 49.8
Quality/standards/facilities/supp 36 16.0
Courseinstitution availabilit 31 13.8
Good aealike Bloenfontein ancUFS /safe/low crim 24 10.7
Affordable 8 3.6
Othel 8 3.6
Not accepted by other institutic 6 2.7
Total 225 100.0

The above table confirms that proximity is a keyedaining factor in choosing to study at
the educational institutions in Mangaung (mainlyo@hfontein). This confirms the
importance both of border posts that do not créaigthy waiting periods and of efficient
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transport linkages between Mangaung and Lesothuesd are aspects which have a direct
influence on how to improve the so-called N8 CaridObviously, the availability of quality
educational facilities and the availability of cees in Mangaung (Bloemfontein) also
contribute in this regard: nearly 30% of respondemiicated these reasons. It remains in the
interest of Mangaung to assist educational insbigtin whatever way to retain their quality
and also the range of available courses. It shalsld be noted that 10.7% of respondents
indicated that they like Bloemfontein and/or theigey institutions, as well as the relatively
low levels of crime.

9.4  What can be done to attract more students to Megaung?

Finally, interviewees were asked what can be danénd¢rease the numbers of Lesotho
students studying at institutions in Mangaung.

Table 9.3: Recommendations to attract more studentsith a Lesotho origin, 2008

Type of changes n %
Internal changes to institutio 59 288
More, affordable accommodati 45 220
Crime preventio 36 17.6
More entertainment/shopping ven 20 98
Nothing 18 8.€
More tertiary institution 7 3.4
Marketing 6 2.€
Othel 5 2.4
Employmeniopportunitie: 4 2.0
Improved transpa to cate for students nee 3 1.k
Being nore inclusive of other cultur 2 1.0
Total 205 100.0

The most prominent recommendations made by existindents relate to internal changes that need
to take place at the various institutions (28.8ftgre affordable accommodation (22.0%), and crime
prevention (17.6%).

The question that begs to be answered from theealsowhat the implications are for the

Mangaung municipality. It would probably be sadeshy that the first two reasons have no
bearing on the municipality. And, although crimeyention is not a specific municipal

function it is an area where the municipality copldy an influential role.

10. Conclusions & recommendations

Before coming to conclusions and recommendatidris,important to reflect for a moment
on potential modes of operation open to the Mangdiwotal Municipality. One possibility
would be for the Mangaung Local Authority to pursare activist implementation role in
various activities to maximise the advantages ohemic linkages between Mangaung and
Lesotho. This immediately raises questions abouttldr the relevant capacities exist or
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whether the cost at which they could be provideduldidbe offset against value added
through those services. The other possibility isdaiermine to which extent the local
authority could play a facilitation role to enhartte economic linkages with Lesotho and
thereby benefits for the economy of the localibédMangaung. This question will be asked
in each of the sub-sections that will be refleaipdn in this section.

In addition, in respect of each of these sub-sestithe question will be asked what could be
done differently concerning the delivery of coremaipal functions to enhance the economic
benefits or potential of that sector.

10.1 Complementary industrial development:

Whilst Lesotho was successful in developing sultstiindustrial growth in textiles, this
growth was driven mainly by a combination of fastor

* A generous tax regime for manufacturing;

* The AGOA window of opportunity:

* Eastern — mainly Taiwanese and Chinese — entram®rna the textile industry
utilising Sub-Saharan Africa as the springboarddcess first the European and then
the US market.

* Pro-active action to meet the requirements-after lpsing of the Special Rule-by
establishing denim mills. (This also enables Lesdthmeet the requirements of the
EU cumulation requirement in apparel).

To date, local indigenous entrepreneurs have faiesally in Lesotho to utilise the
opportunities. In addition, local businessmen disited to develop linkages or service
industries to benefit economically from the chaggstenario — e.g. cleaning and catering
firms — that would also make life easier and thenemore attractive for foreign investors.
The story of Lesotho’s industrial growth is alsoadarge extent a story of the Free State’s
inability (always in the context of the larger Soukfrican picture) to utilise or explore
almost similar opportunities. The following asgecan be highlighted:
- The decline of the gold mine industry in the Freat& Goldfields had a
devastating impact economically on both the FreateSand Lesotho.
However, Lesotho was able to explore massive im@ddigbotential by
exploiting its opportunities in apparel first withe EU and thereafter with
the US. The Free State Goldfields with existingraefructure, spare
electricity capacity, industrial infrastructure,cegt failed dismally to
develop a manufacturing alternative (this is ancation that favourable
tax regimes as well as more flexible labour lawsearaore of an incentive
than existing capacities in electricity and infrasture).
- The Free State is at a disadvantage concerningxh@gime applicable to
manufacturing, labour costs in wages, as well beuacosts in terms of
procedures, employee benefits and employer-emploggetiations.
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- The restrictions concerning property rights foreign entrepreneurs in
Lesotho weigh less than their fear/concerns reladeBEE in the South
African context.

- The Free State failed to pursue complementary tnidiisation efforts. If
it realised in advance the implications for Lesottieen the Special Rule
would lapse, it could have pursued the establishroéa denim mill in,
say, Botshabelo or Thaba Nchu-where there is seifficvacant industrial
space. It is an opportunity lost, which Lesothod®fo explore to its full
extent.

It is clear that Lesotho’s textile industry hasfpemed better than the South African textile

industry in the changing international context w@thinese and Indian firms after quotas in

terms of the the Multi-Fibre Arrangement had vhad It is also clear that the growth in
industrial job creation in Lesotho for the past fg@ars was more in the field of electronics.

At this stage Mangaung local authority, especidigcause Bloemfontein has no real

manufacturing base, could rather facilitate compeletary industrialisation by supporting

industrial investment in fields that could completéhe Lesotho manufacturing sector. In
this regard, the following are of importance:

* Are there any cross-border linkages with the Lesattanufacturing sector that could be
pursued, e.g. in the field of transportation of arig and exports, and/or the supply of
raw materials — e.g. cotton or wool or plant fibreshat could be utilised by the new
denim and knitting mills, etc.?

* What is the potential of the new thrust in elecitenn Lesotho? Are the two new
factories creating 1160 job one-off opportunities,is there a new wave, in addition to
textiles welling up?.

We propose that Mangaung engage in an exercisetéongine the industrialisation strategies
from the LNDC, as well as the restrictions hampertheir industrialisation efforts, by
commissioning a study to interview the industrizli® Lesotho so as to determine:

0] what kind of raw or intermediate products they iegu

(i) what services they require.

This could provide an opportunity for a complemeyntandustrialisation strategy in
Mangaung. Such an investigation could also prosm®e answers whether there is potential
in the vacant and/or substantially underutilisedtdey floor space in the Bloemfontein-
Botshabelo-Thaba Nchu corridor to supplement tlegls®f the growing industrial estates of
the Lesotho Lowlands? In short: how can underetlisndustrial infrastructure currently
rendering poor returns in employment and econommowth, be utilised to pursue
opportunities in conjunction with Lesotho, espdgigince Lesotho’s manufacturing sector
being overweight in textiles and apparel remaingienable, Lesotho has not been able
successfully to diversify its industrial sector dahe Free State Province’s industrial sector
has not effectively transformed its history of d@calisation and deconcentration incentives
into a vibrant industrial sector). Could the Pr@enand Lesotho find common ground in
pursuing industrialisation options that could demefit from AGOA ?
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Concerning core municipal policies and servicesthis regard, the following are of

importance:

* Is the Mangaung municipality currently the owneruoiitilized serviced industrial sites (with or
without industrial buildings) and if so, can sudtes be marketed at a discount to targeted
entrepreneurs (those who could play a complememteyfor industry in Lesotho) with a local
property tax holiday as an additional incentive?

* What can the Mangaung Municipality do to addressdlectricity shortages caused by
Escom’s lack of capacity?

» Has Mangaung sufficient bulk water supply capaaitgl are the water treatment works as
well as the waste treatment works operatingf a¢ptable norms?

* Is road infrastructure intact and is the stormwatérastructure in the industrial areas
well maintained to prevent losses and disruptionnguheavy rains?

10.2 Enhancing the service delivery sector of Mangag:

The Mangaung Municipality could become a strong &l enhance the service delivery
capacity of Mangaung by lobbying for:
() the urgent upgrading of th¢ \yhy an improved and shorter road link would

existing road between the bord{ have additional economic benefits for
post and Bloemfontein| Mangaung?

especially the section from th

Maseru turn-off  close to C_onsider_ing the fac_t that the Maseru Internatignal

. Airport is not consdered as a safe or convenient
Ladybrand up to Tweespruit airport, as well as the limited number of flights
this will enhance traffic flow| thereto, aswell as the fact that Bloemfontein is also
between Maseru ang struggling with sufficient flights, attention to the

Bloemfontein, which also holdg following should be given:

economic advantages f | mproved road conditions (well constructed broader

Bloemfontein; road from Tweespruit eastwards) as well as the
(i) the construction of the a ne\ construction of the shorter direct link fromthe N8 to

road to shorten the distang the border post, together with the introduction of a
one-stop joint border post operated by  both
between ) Maseru an% countries would make Bloemfontein Airport a more
Bloemfontein from the turn-offf ;uactive Iocation for passengers travelling to or
to Van Stadensrus and Wepen| from Maseru.

up to the border post (this rouf _ _
It would not only improve demand on flights

was already Sl_Jrvey?d SEVeTl petween Johannesburg and Bloemfontein, but with
years ago) — which will not only nroper marketing and lobbying it could lead to more
shorten the distance betwegq flights between Bloemfontein & Durban, whilst also

Maseru and Bloemfontein, bu opening up opportunities for international flights
also cut out steep inclines ar| Petween Bloemfontein and Maputo.
descents that eat into valuable commuting time;

(i)  a more efficient one-stop border facility wherei@éfls from both countries could
simultaneously inspect and process travel docurtienta

Concerning enhancing the attraction of Mangaung dscality for service providers that
would render services in Lesotho, the followingekevant:
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The Mangaung Municipality could conduct a surveyNMDC factories to determine both the
nature and the location of existing service prorgde Of the 30 ad hoc interviews with
service providers at the border post, 19 were wadivice providers from outside
Bloemfontein. The following questions arise: Do ytheffer such specific services that
Bloemfontein service providers cannot provide tRe¥¢hat would it take to get some of
these (small and medium) service providers fromt&ayto relocate to Bloemfontein?
Concerning enhancing the attraction of Mangaung &xcality for services to visitors from
Lesotho, the following is relevant:

* With an emphasis on buying (both retail for indivads and wholesale for entrepreneurs):
are the services by the Mangaung Municipality tovmte a clean and neat environment
to the required standard? Filthy pavements withb@ge blocking the side-drains,
potholed streets that remain unrepaired for montlaser bursts and even worse, blocked
drains resulting in sewerage flowing in the stregesunfortunately fairly common sights.
Simply by performing in these fields properly, tloeal authority would improve the
image of Mangaung to visitors from everywhere, dlsgse from Lesotho.

» Can the Municipality engage in activities that wbuhprove safety for commuters at the
bus and taxi ranks? A 24 hour monitored surveikasgstem contracted to a recognized
and established seciurity firm — rather than tryitogrun and operate that itself by the
Municipality — could be considered in and aroune téxi ranks and if that is successful
in bringing crime su bstantially down, to be exteddo other crime hot spots.

» Can the Muncipality embark on institutionalizing event that would not only bring in
more Lesotho visitors to Bloemfontein, but alsoeluvisitors from elsewhere to
Bloemfontein? An example of this would be if the daung Muncipality could — with
private sector sponsorship — launch an annualisgogtvent of two soccer tests between
South Africa and Lesotho competing for the MoshoesGup with one test being played
in Maseru and the other one played in Bloemfontein.

10.3 Improving the attraction of Mangaung as a hulbfor educational service delivery

If the expenditure by Lesotho visitors in Mangauiigble 8.5 above) and the value of
expenditure by Lesotho students in Bloemfonteirb(@#.1) are jointly considered, the value
of Lesotho expenditure in Mangaung (and mainly Bl@entein) amounts to R367 550 000
per annum. The share of the educational secttneissingle largest sector with 18% or
R65.15 million, followed by the buying of clotheR55.988 million or 15%). One can also
with certainty state that the 1 500 full time Ldsostudents in Bloemfontein is a pull factor
resulting in several visits by family members amgkrfds to Bloemfontein, therefore a
percentage of the expenditure captured in Tableis.8ependent on the enrollment of
Lesotho students at tertiary institutions in Bloentein.

The question arises whether the Mangaug Muncipla#isyany possible role in this field?
Internationally there are several examples of l@eahorities understanding the importance
of educational centres of excellence in their ltgadnd where direct sponsorship of the
university as a whole, or for specific facultieseven chairs or research programmes have
been embarked upon. Lessons from such exampled beudrawn to determine whether the
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Mangaung Local Muncipality could enhance the redeaapacity of the UFS and /or CUT in
a specific field that would lure more students frdrasotho as full time students to
Bloemfontein.
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