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Executive Summary
The main premises of this report are:

 The Premier's Economic Advisory Council (PEAC) bktFree State Province has been
considering how best to establish a mutually suppypgrintegrated and stimulatory set of
economic and institutional linkages between thevipe and its adjacent neighbour,
Lesotho.

* Much of the potential for integration is circum&ad by the present organisation of forums
for bi-lateral relations between Lesotho and Sd\itica.

» The present report is intended asxc@ping study. It applies itself to distinassue areas that
were determined by the PEAC, with the subsequentwoence of Lesotho’s Ministry of
Finance and Planning. As a scoping study it theeefmonfines itself, in the main, to
recommendations for a framework within which thégmbials identified in the study can be
actualised.

The predetermined issue areas for investigation are

» Complementary industrialisation strategies; sumzbity the development of towns to
function as hubs with the potential to stimulatetHar corridor-type investment and
development; and the effective harnessing of cbosder trade linkages, with their
associated opportunities,

» A ‘Special Development Zone’ across a portion ot tCaledon River valley
incorporating synergistic agricultural, land refoamd tourism strategies,

» Cross-boundary infrastructure schemes, particularlyulk water supply, transport and
urban infrastructure,

* Harmonising the cross-border utilisation of soaMtastructure.

Background and contextual issues addressed in theport cover:

» The Caledon River has remained the epicentre ofrgoted boundary quarrels and
transgressions.

» Despite Lesotho's support for the incoming SoutticAh government, its accession in 1994
created severe shocks internally.

* Relations between the Free State and Lesotho ramder strain.

Wider initiatives which support this study’s objectives are:

* Various initiatives and programmes aimed at rediongegration housed within the
Southern African Development Community (SADC). each of the pre-identified issue
areas that this report addresses it will be necggsatake the principles within these
programmes into account.

 Many SDIs in South Africa have made significant gress, particularly in areas such as
bulk infrastructure provision, private sector invesnt, and job creation.

Spatial targeting for complementary cross border stategies:

» Three potential development zones, within Lesothd adjacent to the Free State, are
appraised. The Mohokare Valley Zone is adjudgelketthe most promising of the three. It is
felt that the Mohokare Valley Zone should consgitthe focus for dirst phase of co-
ordinated attention and investment on the part of the Free State and Lesotho.



* Developments in the Mohokare Valley Zone will detgre whether Lesotho can achieve the
necessary preconditions for more sustainable denedat and concomitant poverty reduction.
* Major policy and institutional reforms are required

Relevant trends and issues covered in Lesotho’s ewnic development include:

* Industrialisation, which has been a constant fooluishe Lesotho National Development
Corporation (LNDC) since the late 1960s, with lmitsuccess until an industrial take-off in
the late 1980s.

* Whilst the large majority of the population is itwed in agriculture, care should be taken not
to depict agriculture as amployment sector.

» Construction has achieved extraordinarily high lewd performance because of the impact of
the massive first phase of the LHWP that came terahin 2003.

* Since the 1990s the number of Lesotho mineworkewsiayed on South African mines has
declined drastically.

* A second wave of industrialisation took place ie thtter 1980s when the EU exempted
Lesotho from the Lome Convention ‘accumulation folah for textiles for a period of eight
years.

* By 1994 textiles had come to dominate the industdane in Lesotho, and the demise of the
small built-on-indigenous-skills cottage industness already complete.

» The effects of growth in the textile industry, ceggent upon the introduction of AGOA, have
begun, but the impact on Lesotho’s industrialisatgonot clear as yet.

» Lesotho was one of eight LDCs accorded full AGOAdfés, and was designated for AGOA
preferential treatment in October 2000. The thofatot being able to access cheap fabrics
outside AGOA countries galvanised Lesotho into iggaup its industrialisation programme.

Issues covered in relation to South Africa and th&ree State include:

* The major policy differences between South Africd &esotho. For example South Africa’s
labour regulations, its plethora of taxes and kevand the cumbersome procedures to shed
unwanted workers, all work in favour of Lesotho.

» Cross border trade has to be understood in theextoat the SA Customs Union (SACU).
Until the take-off of exports caused by Lesotha@ustrialisation, South Africa accounted for
the bulk of both the exports and imports of Lesotho

* Import and export data for Lesotho is problematicanalyse, since there exist different
datasets that cannot be reconciled. Lesotho’s éxparcapita is quite high compared to
other land-locked countries.

* Lesotho’s exports are very vulnerable to exterrfacks, since the top five products
represent over 95% of export income.

» The economy of the Free State district municipadithdjacent to Lesotho is becoming more
concentrated and more dependent on community ssriac growth.

* The most important role-player in the Free StathaesFree State Development Corporation
(FDC). The primary goal of the FDC is to promdie SMME sector.

* The disbandment of the Qwa Qwa Development Corjporah 1994 had a devastating
effect on the economy of the eastern Free State.

» The SADC needs to “keep pace with developmenttherjAfrican] continent in order to
avoid slowing down the continental integration atgenf achieving an Africa wide market”
and tries to promote trade and financial systentgmt are rule-based, predictable and
credible.

 Two international trade regime developments areingdortance in the exploration of
industrial growth opportunities for the Free Statel Lesotho, namely: the extension of
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AGOA until 2015 (with Lesotho having a three yeaediher under the extension of the
Special Rule until September 2007), and the negmtis between the US and SACU on the
establishment of a free trade agreement.

Overall recommendations for taking the issue area®rward :

This study’s overall recommendation is the establiement of a framework of support

for the creation of a Corridor Development Programne (CDP), containing many of the
precepts of successful SDIs in South Africa. Thisexus of support should arise out of
suitable negotiations between the Free State, Lebat, South Africa’s Department of

Trade and Industry, and the Department of Foreign Afairs.

The programme should begin with the establishmentfa dedicated and representative
‘Unit’, tasked with giving effect to the issue aregriorities developed in this study.

The support of SADC and NEPAD should be solicitedolr the establishment of this
proposed entity.

Specific recommendations regarding complementarityn industry, manufacturing and trade:

It is recommended that detailed investigations beanducted which should focus on
complementarity in industrialisation, manufacturing, marketing and trade.

Investigations should determine how best the Frie¢eSand Lesotho can leverage their
existing strengths to explore opportunities in igne markets that could lead to the
expansion of the Free State-Lesotho industrial .bdse envisaged complementarity is
spatially and economically possible, since the stdal estates of Maseru, Thaba 'Nchu,
Botshabelo and Bloemfontein are close enough tcaon¢her to pursue linkages in areas of
mutual benefit.

Close co-operation between Free State and Lesotffemcees should be initiated to
investigate the targeted expansion of agri-proogssi the Mohokare Valley Zone. On the
Free State side there exist several agri-industnaleavours where further product niches
can be investigated for diversification and dowewsitn processing. The development of
high-value crop production under irrigation on beides of the Mohokare River, would
imply opportunities for substantial expansion iis thector.

An investigation of the implications d@ll free trade between the two countries should be
considered. Lesotho still regulates the importatmn agricultural produce under the
rationale of protecting local producers.

A joint Free State-Lesotho study should be initiatie investigate the patterns in household
level consumer imports into Lesotho and to esthblibat type of consumer shopping from
Lesotho is taking place in Ladybrand, Ficksburg Btathgaung. This information may serve
as a basis for identifying associated developmppbdunities.

Cross border issues considered for complementarity agriculture:

With the grain price determined by internationarkets Lesotho’s farmers have found it
impossible to compete. The costs of farming num&ronconsolidated patches, and the
dependency on informal share-cropping or rentahreyements, have rendered grain
production in Lesotho non-viable.

The distribution of subsidised fertiliser and imped seeds through the Lesotho Ministry of
Agriculture undermines the private sector providefsinputs. Because the distribution
channels are not responsive to commercial retureg are ineffective and slow. Fertiliser
and seeds are often not available during the plgrsgason.



* Food security and poverty reduction will be beterved in Lesotho by acknowledging that
a large percentage of households have forsakenudtgre, and assisting them to secure
non-agricultural livelihoods.

* In Lesotho the land reform process has largelyestadince the announcement of the Land
Review Commission’s (LRC) bold recommendationsQ0@

 Free State agricultural development consultants alspport private sector and donor
supported programmes in Lesotho.

* The rich potential of the two adjacent border distris under threat due to extensive cross
border pilfering that is no longer limited to cattlstling.

* Promoting sustainable food security is the pyof@ADC] RISDP objective and it informs
all subsidiary objectives, strategies, measuredratfidators.

» The Mohokare Development Zone clearly presents appiies for more co-ordinated
investment in agriculture and land reform. Thera large degree of policy convergence and
potential synergy in the strategies of Lesotho, EADhe Free State Department of
Agriculture and the private sector. This needs @ochpitalised on in a constructive and
phased manner.

Specific recommendations for complementarity in agculture include:

» Itis recommended that a joint Lesotho-Free State \&rking Group for Agriculture and
Land Reform is established (drawing down SADC offials) to set an agenda for the
establishment of complementary policies and programes of collaboration and
investment

» It is further recommended that established Free St& agricultural companies in the
Ladybrand area begin discussions with both Lesothg and the Free State’s
Departments of Agriculture with a view to developirg formal outgrower partnerships
with small-scale and emerging farmers in specificrops and commodities

Issues considered covering complementarity in tousim include:

» The Motheo District Municipality was instrumental the development and promotion of
the Maluti Tourism Route.

» Tourism strategies are contained as a priorigrugntion area within SADC’s RISDP. The
goal is to use tourism as a vehicle for achievingtanable socio-economic development,
and as a key incentive for the conservation aration of a region’s natural resources.

» As is the case for agriculture, there exists dyfdarge degree of policy coherence in the
positions of SADC, the Free State, and Lesotho wtfards to tourism.

* The number of Basotho visiting South Africa willntmue to constitute a market capable of
cementing ties between the two countries.

* Enhancing tourist facilities in the Katse Dam at@&eep tourists an extra night or two in
the area should have substantial benefits for beslotho and the Free State province

Specific recommendations for tourism are that:

* Free State and Lesotho tourism authorities should nitiate a series of bi-lateral
meetings to consider the joint allocation of funddo a facility (within the proposed
overarching SDI/Corridor support infrastructure) th at is geared to undertake
investigations into, provide support for, and promdae investments and strategies which



more comprehensively build on the existing integragd tourism development strategies
and practices between the two countries

Issues covered regarding the potential for cross Ibder infrastructure and services:

The Mohokare Valley Zone is set to play a cruc@kerin the Lowlands Water Supply
Scheme, and some of the options consider drawintherwater storage and purification
facilities of Ladybrand, thus providing the potahtscope for an integrated approach that
includes projected water demand for the eastera State, for example.

Lesotho accounts for over 40% of the movement @ipfee from neighbouring countries
through South Africa’s border posts. The Maseru Ricisburg Bridges handle a number of
travellers by far larger than any other border p@sthin these countries.

The lack of proper facilities at the railhead in9é¢au should be addressed to enable quicker
handling of freight, especially considering fut@sgpansion

A new station in the area between Thetsane antHéh&ikoe industrial areas, with a new
crossing over the Mohokare River should be consitler

Lesotho’s towns are ill-equipped to handle theuxfbf new urbanites. This applies both to
the release of surveyed stands for residential qaa® as well as the concomitant
infrastructure.

On the Free State side of the border, the past ye&s has seen significant public
investment in the integration of the infrastructuwieformer black townships and white
towns. The principal instrument has been the intctidn of the Integrated Development
Planning (IDP) process as mandatory for all muaidies, and its main instruments could
be developed and devolved for application in Lesoth

Notwithstanding considerable gains in the FreeeSmabvince, a large measure of civil
unrest has been encountered in many of the snvatistaue to dissatisfaction with the pace
of service delivery. Accelerated service provisidmgth in bulk services and local
reticulation is therefore very desirable.

The SADC wishes to institutionalise PPPs for irtiiasture by instituting a PPP dialogue
forum, as well as by providing capacity building PPs.

Specific recommendations are:

The phased establishment of a dedicatedCross Border Infrastructure sub-unit or

function is recommended.

The establishment of a PPP facility within the propsed SDI/Corridor Development
Unit. Its initial task should be to draw in stakehdders with which to develop the
strategies, options, models and modalities for egibshing suitable forms of PPP in the
water and transport service sectors.

The creation of representative corridor planning ommittees are established and
tasked with assessing the detailed transport needs the future and the relative

priorities for road and rail infrastructure .

Issues considered in the harmonisation of the cros®rder utilisation of infrastructure:

The patterns in the cross border use of faciléied services between Lesotho and the Free
State are complex. They have important economicdanvelopmental implications and need
to be reviewed in light of SADC policy trends towarmore effective and stimulatory
regional integration.



 While Lesotho citizens are covered by the same I[Sédtican immigration regulations
applicable to natives of any other country, in pc&c quite different regulations and
concessions are applied in the case of Lesothocimnamodate local realities.

* Most eastern Free State business people belieyecthdd not survive in business without
some sort of personal ‘connections’ at the boraer they believe passport controls should
be abandoned as they encourage, rather than reliegal, activity.

» There is perspective emerging from the detailedkwair Coplan in this regard, which
maintains that, insofar as Basotho cause servisescm towns of the eastern Free State, this
can only be addressed by cross border economgrattien and development.

* Lesotho has become a haven for criminals evadirggiain South Africa.

The recommendations for this issue area are:

» A partial easing and streamlining of border controk could be instituted, short of the
complete free movement of persons across the bord@8here are several ways in which
this could be achieved.

* The most radical alternative would be doing away wh the South African Department
of Home Affair's operations at the Lesotho border #ogether. For Coplan the benefits
of such a move would far outweigh the risks and deglvantages.

* This simple expedient is a tacit admission thasehlbusy border posts cannot, in fact, be
effectively controlled save by the allocation o$warces that are in any event unlikely to
result in benefits.

* The major stumbling block at this stage, is thailevtihe Free State and Lesotho are directly
dependent on one another in a number of importayswthere exists no framework within
which they can directly communicate and negotiath wne another.
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1. Introduction and Background

For some time the Premier’s Economic Advisory CaufREAC) of the Free State Province has
been considering how best to establish a mutualppasrtive, integrated and stimulatory set of
economic and institutional linkages between thesjpice and its adjacent neighbour, Lesotho. The
political and economic history of Lesotho and thhed=State are inextricably intertwined and are
reflected in contemporary relationships in a nundfenter-related arenas, viz;

» cross border investment,

* trade,

» commerce and the professions,

* migrancy, cross border movements,

e agriculture and settlement and

* matters concerning national identities and the s8ing of social services.

Much of the potential for integration is circum&@d by the present organisation of forums for bi-
lateral relations between Lesotho and South Aftitither the Free State finds itself excluded from
developing complementary investments and arrangentecally, or it is mandated to give effect to
decisions developed elsewhere and which it wapaidy to.

Inevitably this has given rise to disjunctive pgliormulation resulting in competing investments,
both locally and across border. The instrumentherprogressive resolution of the bi-lateral issues
noted above needs to be devolved, and situated lmoaly, for these concerns to be attended to
effectively. The PEAC, acting in tandem with LesmghMinistry of Finance and Development
Planning, could take a pro-active role in this relga

1.1 Historical context and current status quo

The roots of contemporary Free State-Lesotho tessgan be traced back to episodes of land
disputes. The Caledon River has remained the dp&earf protracted boundary quarrels and
transgressions. During Mosheshwe’s consolidatiothefSotho polity from 1825 to about 1850, a
variety of colonial treaties aimed at achieving @asure of Basotho sovereignty for the areas north
and west of the Caledon, but excluded the nas@emhst of Fouriesburg, Ficksburg, Clocolan,
Marquad, Excelsior and Thaba 'Nchu. The Second tyre& Aliwal North in 1868 settled the
boundary of Lesotho in perpetuity. The agreemeavided for the restitution of some Sotho land,
which represented a remnant of what Napier hadigedvior some 30 years earlier. This came to
be known as the ‘Conquered Territoriés’.

During the 1900s, political relations with Southridh were sharpened by the then Basutoland’s
failure to join their neighbours in the Act of Unio which had provisions for the British
Protectorates to join. By 1930, land pressures Briish export restrictions had ruined the
country’s vibrant and competitive agricultural st

During 1949 South Africa made a final unsuccesaftdmpt to persuade Britain to hand Basutoland
over to South Africa. In 1965 Lesotho achieved ingdependence with a monarchy and a
parliamentary system. By then, migrant labour ®8$louth African mines and factories had become
deeply systematised, with many migrants workingféomers on their ancestral larfds.

Up until 1963 no passports were required to entutls Africa from Lesotho but subsequent
security concerns led to travel documents beingiired. During the period leading up to South
Africa’s 1994 elections, Lesotho aided the ANC stBice, assuming the role of a Frontline State.

8



After 1994 Basotho with a long history of migraneyere awarded South African identity
documents and allowed to vote. Many became eliddsocial benefits and for access to housing
subsidies in South Africa.

Within Lesotho, much of the post-independence plewas characterised by state dominated socio-
economic development. This happened against tHalbae of a general ‘crowding out’ of private
sector investment, and a growing reliance on lagele donor assistanteDespite Lesotho's
support for the incoming South African governmets,accession in 1994 created severe shocks
internally. Some 30 of 34 foreign missions relodatie South Africa, and the country came, for the
first time, to be subjected to rigorous assessnfiemh the panoply of donor and multilateral
institutions before it could acquire aid monies efhwere often highly conditional. Population and
poverty had increased significantly, the previows'sedonor investment not having realised any
substantial benefits to the country as a wholece&glections in 2002, Lesotho has been ruled by
the Lesotho Congress of Democracy (LCD) the legitiynof this party having been endorsed by
South Africa.

Lesotho has been described as a ‘dependant dempcvath its existence and maintenance
effectively guaranteed by South AfricaNumerous initiatives to address Lesotho’s stratur
dependency and underdevelopment are now underwargicydarly around accessing Fixed
Domestic Investment (FDI), enhancing trade, povedgiuction, and the achievement of the
UNDP’s Millennium Development Goafs.

Overall, relations between the Free State and besmmain under strain. Factors contributing to
this can be summarised as follows;

 The declining number of mineworker migrants in $oukfrica has reduced their
contribution to GNP from about 49% to 20% over st decade, and has resulted in the
perceived loss of a preferential relationship rdgay migrant labour in relation to other
SADC countries.

» The negative impacts of disjointed sets of passpagtirements, from both sides, and a
laborious system of cross border controls overGaé&don River boundary. These affect
migrancy patterns and the flow of purchasing pows#nije increasing the transaction costs
to small businesses and the professions on batk sifithe border.

* Rising pressures and competing claims on public @nehte resources and services by
Basotho in the townships of the eastern Free Staith from those with the post-1994
identity documents and from oscillating migrantang claim to ancestral lands).

» Disparities in the incentives provided on eithelesof the border for industrial development
and for attracting FDI, and the preferential acd®sd esotho to the benefits of the Africa
Growth and Opportunity Act (AGOA).

* Fluctuations in the public and community spheres edtier side of the border as
manufacturers manipulate incentive differentiald exlocate accordingly.

* Decision making between South Africa and Lesothearniably excludes the effective
representation of Free State Provincial Governnmgetests. Pretoria and SADC forums
generally override the provincial government widspect to policymaking and decision
taking.



1.2 Contemporary perspectives from the Free State

A recent analysis, undertaken on behalf of the PE#AGhlighted some important developmental
potentials in relation to structural faultlinestire Free State economy, and in relation to itstgsec
bound) relationships with Lesotfo.

In the future development of agriculture for exaepthe report notes the potential for the
professional expertise, developed in the modericalgural sector of the Free State, to be made
available, perhaps via consultancies or joint viesstuto farmers in LesotHoThe report advocates
the concerted public sector facilitation of suppiort agricultural innovation and development in
Lesotho. This should ideally be underwritten witlternational aid to make it attractive as a
business venture - one which could help to reabsdrbnched Lesotho mine workers thus reducing
work seeker pressures inside the Free State. fdlgsss also notes the potential for training and
mentoring facilities in each of several differentoguct niche areas, and the scope for the
development and dissemination of labour absorbiaghriologies with possible attendant
franchising opportunities.

Agri-tourism is viewed as holding out promise. Theee State has made good progress with
developing rural tourism routes, mostly linked e Lesotho Eco-tourism ‘edge’. The largest Free
State tourism sector, in terms of numbers, consistssotho residents travelling into or through

the Free State. Broad recommendations are to lodé&veloping fishing and aquaculture as primary
sector niches, particularly near Lesotho, and edipgnnature based tourism and focused tourism
routes (including Lesotho Highlands and the eadteee State).

On the subject of manufacturing, the report detdile contrastingpath of manufacturing
development between the Free State and that ofth@sdhe latter is predicated upon low cost
labour, highly flexible labour relations, a bené&fidax regime, generous government and parastatal
support, as well as the special preferences oldaimeugh the AGOA agreement with the Unied
States. Lesotho’s manufacturing employment inciedsem 10 000 to 42 800 in the decade to
2004, while in the Free State there has been adsiag contribution from manufacturing, and a
decline in jobs from 47 000 in 1996 to 36 000 i®2@{70% of manufacturing value-added in 2003
occurred in the northern Free State-Sasolburg cenp)

The report therefore recommends that more atteri®miven to the nature of the interactions
between Free State and Lesotho industries and tmalusupport services, especially given the
prominence of manufacturing in Lesotho's econontythe AGOA linked export opportunities and

activities. It further recommends the pursuit ofvmeiches with competitive advantagesOne idea

is the establishment of industrial activities whadaw on Lesotho’s low cost firms as suppliers of
inputs.

With respect to trade, the report notes a declinéhé well developed trade infrastructure of the
past, where most of the smaller towns effectiveligdd and integrated into the national wholesale
and distribution network. This has led to the stagm of the smaller towns, with the decline of
trade precipitating the further exodus of peoplenfrthese small centres. The re-activation of
effective trade supply links was recommended inréport as an important facilitatory intervention.

In the transport sector, the Gauteng- Bloemfontilaseru transport corridor is identified as one of
the critical growth challenges in the provinteand the report moves to consider the best means of
activating spatial development opportunities. Heér@otes the critical links required for more
balanced economic and spatial growth. The inteyactoetween sector growth and spatial
development should enhance employment and incomergggon for the province. The potentials of
the Bloemfontein-Maseru corridor assume criticgp@mance in this regard.
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The report notes there are “no magic solutionstier activation of development”. Much will

depend on the interactions between the privateoseeind municipal as well as provincial
stakeholders and parastatals, who together ne@xtts on the full spectrum of relatively modest
opportunities related to the identified growth sest?

According to the study, among the most promisingspects is a Lesotho-Free State development
connection (assuming the advance of democratic mgdion in Lesotho) where Mangaung could
play the role of the “nearest metropolitan areahvatwide cross section of specialised service
providers”.

The report further detaf$ how the Mangaung-Maseru corridor, the N8 axis Whiacludes
Botshabelo, meets some important preconditionsirfdustrial, retailing and related economic
activities — in other words an Industrial Developm2one (IDZ). While it notes that the immediate
challenge for the Free State is to compensaténéoneégative impacts on Bothshabelo, arising out of
the cessation of apartheid’s decentralisation itieesiand subsidies, in the longer term an IDZ may
be worth exploring as a Public Private Partnershipative. In this respect, the analysis sees
significance in the stimulation of increased dem#&mdconsumer and capital goods in Lesotho:
“Lesotho should not be underrated, just as the noashing of labour intensive industries should
stimulate the link with Bloemfontein as a city witblatively sophisticated industrial, repair and
maintenance facilities”.

The ideal of the Free State business communityindag significant facilitatory role in these
developments is stressed, and the proposed actawity, with particular emphasis on the
regeneration of industrial activities, is viewedbasng one of the best potentials for the proviace’
economic rejuvenation.

In essence, the analysis argues for much moreteHease of the array of national support
programmes that are available (including thoserefféy the DTI)® as well as for theestructuring

of provincial and local development supp8rtlt sees these as being the twin pre-conditions fo
successful development promotion in the province.

1.3 The role of the SADC

Various initiatives and programmes aimed at rediamagration are housed within the Southern
African Development Community (SADC). For eachlwd pre-identified issue areas that this report
will address (see 2.1 below), it will be necessaryake these programmes into account as they
affect current relations between Lesotho and Saofifica and should therefore inform the
recommendations of this repdft.

The overall organisation and operations of SADC @iseussed in this section while the finer
details of the relevant instruments are reservethi® appropriate sub-sections.

The original Southern African Development Co-ortima Conference (SADCC), had as its focus
the economic liberation of southern Africa, via gnammes of action aimed at functional co-
operation in key sectors. The SADCC was initialbnstituted, via the Arusha Declaration, as a
voluntary association of the so-called Frontlinat& who were active in liberation in the 1970s. In
1992, in Windhoek, the SADCC alliances were forg@li into legally binding membership of the
SADC. This was due to the urgent need for a maonddmental and significant realignment of local
and regional economies.
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The SADC member statégyenerate a relatively modest GDP ($188-billior2@00). This is less
than that of Turkey and equivalent to about 5%hefi/S market. In the African context however it
is more than double the GDP of the Economic ComtywiiWest African States (ECOWAS), and
makes up over 50% of sub-Saharan Africa’s GBntra-regional socio-economic development is
highly uneven within SADC though, and South Afrmantributes some 70% of the regional GDP.
South Africa’s economy is, for example, 138 timasgér than that of Lesotho’s, the second
smallest member of the SADC.

Following early efforts at integration and devel@g outcomes have been mixed and have
resulted in divergent trends in income per cafiteese disparities may point to the effectiveness of
these policies and programmes. For example, the e&South Africa’s real income per capita to
that of Lesotho’s moved from 13:1 in 1970 to 6:12B0G° while that of South Africa to Malawi
changed from 30:1 to 25:1 over the same period.

The SADC structure, its protocols, and their asged policies and programmes, underwent
considerable revision after the 1992 Windhoek megti * 2 * Major recent restructuring has
aimed at improving efficiencies to ensure meanihghd equitable regional integration. The desire
is to render the SADC more relevant to the chabsnthat accompany accelerated economic
development. Accession to the SADC Treaty now casimember states to a series of principles,
objectives and strategies meant to bring about atiytioeneficial co-operation and integration.
Members must abide by a wide array of protocolheresource, economic and social sectors. In
2002 the SADC regrouped these key sectors intéeckisinder four Directorates, viz.:

* Trade, Finance, Industry and Investment

* Infrastructure and Services

* Food, Agriculture and Natural Resources and

» Social and Human Development, and Special Progranme

At the 2002 summit the SADC also formulated its iBegl Indicative Strategic Development Plan
(RISDP)?® Based on its adjusted strategic priorities, ialekshed new priority intervention areas
viz..

* Poverty eradication

* HIV/AIDS

* Gender equality and development,

* Trade, economic liberalisation and development,

* Infrastructure support for regional integration graberty eradication,
» Sustainable food security,

» Science and technology, statistics and privateseevelopment.

The RISDP is not intended to be prescriptive. flagible in implementation and is predicated on
the principle of additionality (whereby programmesed to generate solutions to problems in
regional integration), broad participation, conatidtn, and subsidiaritfwhereby programmes are
administered from the ‘most local’ level at whidiey can be handled). The RISDP also requires
the maximum engagement of regional expertise fogr@amme management and implementation. It
is intended that this should enhance capacity imgjléind local ownership to pave the way for
decentralised manageméhit.

The RISDP priority areas relevant to this repoet ar
e Tourism,

12



* Food, agriculture and natural resources,
* Trade, industry, finance and investment,
* Infrastructure and services, and
* Transport and communications.

1.4 The Spatial Development Initiative (SDI) recad

Since their inception in 1995 SDIs (headed by acBpdrojects Directorate in South Africa’s
Department of Trade and Industry) have becomeragpyi instrument of public policy and one of a
series of stimuli for forms of regional and locabaomic integration. SDIs are aimed at unlocking
unrealised economic potential in areas that reqooecerted government assistance. Central
government, through carefully planned and targéteetventions, is tasked with facilitating new
investment, largely by the private sector, and wéktructuring the ‘apartheid space economy’.
SDIs often feature innovative forms of Public Ptev&artnerships (PPPs) intended to enhance the
delivery of appropriate infrastructufé?®®

The eleven SDIs in South Africa exhibit a variefyooientations. Some are exclusively industrial
(Kwazulu-Natal and Fish River), or focus on Agrutsm (Lubombo and the Wild Coast SDISs).
Others display a sectoral mix as with the Maputedliipment Corridor. In addition to these SDIs,
four Industrial Development Zones (IDZs), aimedabsting exports and creating jobs, have been
established at Coega, Saldanha, East London ahadi@d& Bay.

A ‘second generation’ of SDIs (the Gauteng Spee@nomic Zone is a case in point) focuses on
support for high-tech manufacturing, informatiooheology, telecommunications, food processing,
and cultural activities. National IDZ policy, fatdted via the National Development Zone

Authority, aims at allocating the development arahagement of zones to the private sector.

Significantly, the Free State and Lesotho do natuiee in any such initiatives.

Since the inception of SDIs and IDZs, a growing\boflresearch evidence and opinion indicates
major challenges that need to be overcome. Thisides the need for greater consideration of
factors specific to the selected areas, such as pleeple, politics and history. Complications

arising out of these factors sometimes thwart thgir@al intentions of programme designers.

Recent research on the Wild Coast Agri-tourism $DInts out that:

* delays in the implementation of land reform haverbproblematic for the SDI,

» the absence of tenure security for new developmeassimpacted on the capacity of the
SDI to attract new investments,

* the opportunities promised via the SDI led to nepotand elite control over access to
training and to jobs,

* communities face many obstacles to their effeqvasticipation in tourism, and local people
making their own investments in anticipation of auism boom have been negatively
affected by the slow pace of the progranfthe.

» limited government investment and poor interdepartal co-operation in enhancing local
infrastructure (upgrading rural roads, providinduaibns and parking, etc), were seen to
inhibit tourism developmeri.

In the Wild Coast SDI, phased case study reseancth® Local Economic Development (LED)

components highlighted that the local populatiookésl both an entrepreneurial culture and
business acumen. Petty corruption was a major cbsta economic growth. People were said to
have come adrift from their agricultural roots deli discouraged from pursuing self employment.
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What local enterprise there was remained opaqpé&atmers, and tended therefore to be overlooked
in the SDI agenda setting proces3es.

Notwithstanding some of these shortcomings, manysSBave made significant progress

particularly in areas such as bulk infrastructurevsion, private sector investment, and job
s 32
creation:
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2. Purpose of this Study and Issue Areas

The present report is intended asceping study — one that will serve as a wéyrward. It applies
itself to distinctissue areas that were determined by the PEAC with the concueenf Lesotho’s
Ministry of Finance and Planning. It is hoped ttlas study will serve as the precursor to a set of
key strategies and initiatives, with associatecestments, to address some of the faultlines and
opportunities covered. The results should formliasis for the more sophisticated exploitation of
the potentially fruitful linkages across the Fremat&-Lesotho boundary, within the framework of
existing bi-lateral and institutional arrangemeantdl relationships.

The predetermined issue areas adverted to aboas dodows:

» Complementary industrialisation strategies; thentifieation of towns to function as hubs
with the potential to stimulate further corridopgy investment and development; and
effective harnessing of cross-border trade linkaggs their associated opportunities,

* A ‘Special Development Zone’ across a portion ofle@an River valley incorporating
synergistic agricultural, land reform and tourigmategies,

» Cross-boundary infrastructure schemes, particularlyulk water supply, transport and
urban services,

* Harmonising the cross-border utilisation of soaitastructure.
The reasoning that informed the identificationtafge issue areas was as folloWs:

With the exception of Sasolburg, the Free State&sipus attempts at growth points have had
limited linkages with the rest of the regional ecmy. Lesotho’s textiles-led industrialisation is

AGOA driven. Industrialisation in the Free Statedan Lesotho is fuelled by disparate sets of
incentives. This results in competing, uncomplemgntinvestments by the private sector. Recent
SADC policy, embodied in the RISDP, has trade aswhemic liberalisation and development as
an integration area. It aims at promoting harmdimeaand complementarity across industrial and
trade policy. This means that the potential foredeping the right mix of trade and manufacturing

policy and practice, between Lesotho and the FrteeeSneeds to be realised more efficiently.
Within a putative Mangaung-Maseru development dorti Ladybrand, Ficksburg and Maputsoe
are potential hubs.

Commercial agriculture on the Free State Caledamdbary is under threat from endemic stocktheft
and crop losses. Land reform investments are asung momentum. Investment in small-scale
farming, local irrigation schemes, and suitable dstream processing plants coupled with effective
land reform could create growth and stabilise tamsi Most of the tourists entering Lesotho from
the Free State towns are day trippers which entaimimal expenditure in Lesotho.
Complementary investment, locally supported, coeldhance the viability of a ‘special
development zone'. Experiences with the Lubombo §iidluld prove instructive in this regard.

Since Maseru and all the towns of the Lesotho Loddastruggle with unreliable water supplies,
there exists the potential for integrating theilkbsupply by means of a PPP Water Authority.
Drawing on Lesotho’s experience in labour-basediwaaks, the potential for the cross-boundary
definition and development of new routes and roadsrants investigation. SADC’s RISDP has
defined ‘Infrastructure Support for Regional Int#gyn and Poverty Eradication’ as a priority
intervention and the instruments and arrangementthis need to be devolved and developed more
locally.
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There are considerable disjunctions in the appdioatdf passport control for migrants and business-
related movement across the border. The detaild teebe harmonised and simplified to the best
interests of all parties, and in support of theates of social utility and economic efficiency.eTh
competition for social services and subsidies exfhee State border towns by Basotho needs to be
dealt with by means of negotiated strategies ahdisos.
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3. Potential Zones for Development in Lesotho

This section describes three potential developmengs, within Lesotho and adjacent to the Free
State. The emphasis is however on the Mohokareeyabne. This is adjudged to be the most
promising of the three for reasons given in secBch It is felt that the Mohokare Valley zone
should constitute the focus forfiast phase of co-ordinated attention and investment on the part of
the Free State and Lesotho. This issue will besited in section 5 below.

Lesotho is surrounded by South Africa. As mattéesa at present this has both positive and
negative implications for the development of tharttoy and relationship with the Free State. South
Africa’s superior transport infrastructure standssatho in good stead. The country benefits from
the spill-over effects of South Africa’s relativestrong modern economy and its citizens have
access to excellent health care and tertiary edurcacross the border. The linkages with South
Africa in the Southern African Customs Union (SAQupvide the Government of Lesotho (Gol)
with its largest single source of income.

On the negative side, Lesotho, apart from its lamgeer export capacity, is almost always in a
subordinate position since it has little compaeatieconomic strength and is invariably
overshadowed by the much larger South African econdlhere is a decided ‘brain drain’ with

professionals and entrepreneurs choosing to settlBouth Africa with its superior array of

opportunities.

In the light of these factors it is unsurprisin@tth.esotho’s linkages with the South African and
Free State economy are intense and wide-ranginglr@ady noted, the western border of Lesotho
and the historically named ‘Conquered Territorieshain an emotive, contested issue.

3.1 The Lesotho-Free State border — preliminaries

The Free State Lesotho border begins at the nortmeruntain peaks of Mont-aux-Sources and
ends where the Senqu (Orange) River forms the l@ynoktween the Free State and the Eastern
Cape Province. Given the scoping nature of thidysta decision had to be made as to how wide
the territorial focus south and east of the bosteuld be. Several options were considéfdtwas
decided to settle for using the Lesotho 1993 elactionstituency boundaries. Lesotho’s 1996
census was also conducted using these boundatibeugh the constituencies have since changed,
this is still the only basis for obtaining statsii data on communities residing within the immeslia
border zone. In the case of the Malibamatso camestity only those enumeration areas abutting on
the border zone were selected.

It is apparent from a number of variables — climaigture of the border, pedestrian and vehicular
crossings, and economic linkages — that the basx could be divided into several zones. For the
purpose of this study, a division into three zowas decided on. These are described in more detail
below with, as already mentioned, the focus bemghe Mohokare Valley zone.

3.2 The Northern Border Zone

The northern zone commences close to Mont-aux-8sumhere the boundaries of the Free State,
KwaZulu-Natal and Lesotho converge, and extendsdowLitlhoatsaneng beyond the point where
the Mohokare (or Caledon) river becomes the boyndetween the Free State and Lesotho.

The border covers a distance of approximately 140Ktm148 000 (1996 census), this zone’s
population was the lowest of the three. Three-guarf the people reside in the district of Butha-
Buthe and the remaining 25% in the Leribe district.
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The population can be described as young, with 8é%g under 16 years of age. The population
density of 133 people/sq.km is low compared with tational density of 600 people/sqg.km. The
climate is temperate with cool to very cold, drynters, and hot wet summers (See Table 1). Taking
the town of Butha-Buthe as representative of tlueez it receives a moderate average annual
rainfall of 766 mm. The seasonal rainfall patteéravgs 80% falling in the months October — March.
(See Table 2). More than a third (38%) of the papaih is unemployed and engages in subsistence
farming.Very few people (less than 1 percent) ampleyers due to the fact that the zone is
predominantly rural with very few economic actiegi (See Table 3).

The delivery tunnel that channels Lesotho Highlamwdser to South Africa runs through the area,
which has benefited substantially from the Lesokhghlands Water Project’s first phase. This

included construction activities on the deliverpral, the Muela Dam, the Katse Dam, the Muela
hydropower station (Lesotho Electricity Corporat®main source of electricity), upgrading of

tarmac roads and the construction of several kitoeseof good gravel roads. Buthe Buthe benefited
from the construction of a clinic, roads, a ban#l an arts and cultural centre.

Local economic development programmes launchedéy ésotho Highlands Water Project, saw
several farmers established with horticulture undggation. Crop production is mainly summer
crops such as maize, sorghum and beans and imea# tthe yield per hectare is above the national
average (see Table 4). Livestock such as cattisespdonkeys, sheep and goats are kept and are
mostly used for ploughing, transport, milk, wootlanohair.

Tourism is limited mainly to visits to Oxbow Lodgethe mountains where skiing is possible in the
winter months. Functional literacy is relativelyMpat 58%. About 30 percent of the people have
never been to school, and more than half of thbaedid not complete primary school. There are
108 hospital beds in Butha-Buthe.

The Northern Zone has two border gates. That aedoakpoort links Butha-Buthe with
Fouriesburg, and is open from 06:00 to 22:00 eday. It is not very busy and is mostly used by
businessmen and informal traders sourcing suppliesvns such as Bethlehem. The second border
post, at Monontsa, links the narrow Lowlands bekally next to the Mohokare River with Maluti-
a-Phofung. Imports through this post are negligénd it is one of the least important from a trade
perspective. The value of imports at these two éopdsts constituted less than 4% of total imports
in 2002/3.

3.3 The Southern Border Zone

The southern zone stretches from Mpetsana (a flewé&tres north of Wepener) to the confluence
of the Makhaleng and Senqu Rivers. This is the tpaimere the Free State abuts on the Eastern
Cape’s Herschel District.

The Southern Border Zone is the largest of theethomes in terms of size (1852 square kilometres)
and had a total population of 234 000 (1996 censés) with the northern zone, it is
overwhelmingly rural. Population growth in this zoihas lagged behind the national average,
possibly suggesting that people are migrating tlehdkare Valley Zone, which has the highest
growth rate.

Frosts occur regularly in the winter. During thenyaseason, very intense thunderstorms are
frequent and as much as 15 to 20% of the annuahfiamay occur within a 24-hour period. Poor

cultivation practices and overgrazing have resultedevere soil erosion and up to 12% of the
Mafeteng Lowlands is estimated to be covered bygden
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Agriculture in this zone is characterised by lowuras to crop production, with maize yields in
tonnes per hectare at just over 500 kg. This ieer69% of the national average yield. Sorghum
yields average 547 kg, which is 81% of the natidigaire, and while the wheat yield per hectare is
at 92% of the national average, it is still onlgnaagre 556kg per hectare.

The area has only two factories in production.sEhare located at Mafeteng. The one is a textile
concern and the other a pharmaceutical companyewAindustrial estate is under development in
Mohale’s Hoek. More details regarding employmerthis zone are provided by Table 13.

Van Rooyen’s Gate (the third most important borgest in Lesotho) and Tsupane are close to
Wepener. The third post is at the Makhaleng Britgat links Mohale’s Hoek with Zastron.
Tsupane and Makhaleng Bridge close at 18:00, batR&oyen’s Gate closes only at 22:00.

3.4 The Middle Border Zone: The Mohokare Valley

The middle zone, which it will be recalled is redged as the most promising for the purposes of this
report, extends from Litlhoatseneng to the confeeof the Mpetsana and the Mohokare Rivers, 25
kilometres south of Maseru. This is a distanceppiraximately 210 kilometres. The middle zone is
formed mainly by the districts of Leribe, Berea avidseru. It contains the two most important
border posts and is the most densely populateddrmigl areas of Lesotho. In this study the middle
zone will be referred to as the ‘Mohokare Valleyngb

This zone is the smallest in terms of area butiemaithe largest population. Its population in 1996
was 379 000 with 40% residing in Maseru. Averagputetion densities are over 800 peoplefkm
rising to 1 333 people/khin the densely populated parts of urban Maserns. the most urbanized
zone with four towns: the capital Maseru, the disttapitals of Berea (Teyateyaneng) and Leribe
(Hlotse), as well as the industrial town of Mapets®@here are more women in these urban areas
than men, moreso than is the case in other twoszamban areas (See Table 8). The climate is
temperate with cool dry winters and moderately uahmers when the bulk of the rainfall occurs
(See Table 9).

Data from the 1996 census reveals 20% of the ptipoldao be in formal employment. This
percentage should have increased sharply overtrgears because of the establishment of so many
new factories in the Maseru and Leribe districtse@o the centralised civil service, the incidence
of public sector employees is also substantialyhér in the capital town. Table 10 shows the
distribution of employment by type.

General levels of education are, unsurprisinglghér in this zone than elsewhere. Being the
economic heartland of the country it is able tairethe most qualified teachers. Schools in this
zone also tend to be within closer proximity, almeréfore more accessible to, their clientele.

There are three border gates in all. That at MaguBridge links the industrial town of Maputsoe
with Ficksburg, while Peka Bridge links with theeErState town of Clocolan. The third, Maseru
Bridge, links the Lesotho capital with the roaddieg to the Free State capital, Bloemfontein and to
Ladybrand (some 18 km from the border). At Maserudd® there is also the only railway line
crossing into Lesotho. The Maputsoe and Maserudrqudsts are fairly busy and are open around
the clock. These two border posts are the most itapbimport-export points in Lesotho and long
bottlenecks occur from time to time at both of them
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3.5

The Mohokare Valley Zone as focal point for cres border development

Of the three border zones, the one with the highegshomic potential on the Lesotho side is the
Mohokare Valley Zone. This section advances aduifiadetail by way of motivating for the
targeting of this particular zone for constructilevelopmental linkages.

population size and densitythis indicates the economic pull factors prevagilin this zone,
and a consequent higher supply and demand muitiplie

industrial heartland- the four most important industrial estates in lthecare located here,
two in Maputsoe (Maputsoe proper and Maputso@i#nye to the south east of the main
urban area), and two in Maseru (Maseru Industrgthte and Maseru Ha Tsetsane). In
addition, tenders have already been invited fordéxeelopment of another large industrial
estate a few minutes south of Ha Tsetsane at HzeTikrom Table 15 it is evident that the
two estates in Maputsoe and Maseru at this stagdogm0 000 of the 42 763 workers in
the formal manufacturing sector - or 93% of theustdal workforce. Although a new
industrial estate is under development in Mohaléek, and the one in Mafeteng will be
expanded, this growth will be more than offset bg envisaged Ha Tikoe development.
Foreign industrialists are also said to prefer fdnglities of Maseru and its proximity to
Ladybrand and Ficksburg.

busiest border gates the border crossings at Maseru, Peka and Mapusoounted for
87% of the total value of imports in 2002/3. Tab&reflects the annual imports for all the
border posts for 2002/3. Although no statisticscomssings by vehicles could be obtained
for Lesothd®, the information on value of imports is an impattadicator.

rail infrastructure - the railroad head in Maseru was developed inghdy 1960s to
transport migrant mine workers to the Free Stat&l Geelds. At this stage, there are no
passenger services and the rail link is devoteslysti freight.

agricultural potential - the district of Leribe is Lesotho’s main cropging area. The
Mohokare Valley Zone contributes 60% of the totalize harvest of the country. The yield
per hectare is 15% higher than the national averHge share of the Mohokare Valley Zone
in Lesotho’s agricultural production is expressedlable 18. It is clear that it is far less
important for winter crops where the mountain areastribute the bulk of the wheat and
pea harvests. Livestock statistics are provided &lyle 19. These tend to imply that many
households derive their livelihoods from non-agitieral sources.

administrative centre with Maseru functioning as the capital, and hngshe seats of both
Parliament and the High Court, it is self-eviddrttthe greatest percentage of Lesotho’s 36
000 civil servants would be based there. One chatysastimate that approximately 95% of
the annual remuneration of the country’s civil seng is disbursed to residents of the
Mohokare Zone Valley.

economic diversification— Mohokare Valley Zone has the most diversified necnic

structure in the country and the highest percentdgeople economically active in modern
sectors. Fifty eight percent of the 54 000 Lesattine workers on South African mines
originate from the districts of Maseru, Berea amdlithe, though it is not possible to indicate
which percentage of these come from the Mohokaaley Zone itself. In 2002 these
workers remitted some M340-million in 2002 to thamilies in these three districts. Ninety
three percent of the country’s formal factory wenkwork in the Mohokare Valley Zone,
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resulting in an annual wage pay out in excess ob0Adillion in 2003. The monthly
disbursements to civil servants in 2002/3 in threghdistricts amounted to M83-million.

focal point for urbanization— Maseru’s fast influx growth far exceeds preseriian
management capacity vis-a-vis the provision of shfeking water, sanitation etc. Urban
layout in the residential areas is mainly dictabgdinformal land arrangements between
traditional leaders and existing residents. Thevla<ity Council and the Department of
Lands, Surveys and Physical Planning (in the Mipisf Local Government) and the Water
and Sanitation Authority (WASA) are therefore engignainly withpost hoc formalisation.
The second largest urban settlement is Maputsdeagr®ss the Mohokare River from
Ficksburg. An overview of the rate of urban growghdepicted in Table 20. Table 21
contains projections regarding urban growth in ltesolt is evident that urbanisation is
accelerating. Since cities and towns are the eagigrowth and development, any attempt
to climb the developmental ladder in Lesotho hakaee an impact in this specific zone.
Whilst there are several discrepancies betweer@®@2 and 2005 figures in the respective
tables® it is the trends, rather than the estimates, ahmimportant. The rapid urban growth
has however not been accompanied by appropriat@nuntanagement. Infrastructure is
totally inadequate for the current population #melenvisaged further acceleration requires
a strategic intervention in this field.
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4. Complementary Industrialisation and Trade Strateies

The purpose of this section is to investigate tdgomance of Lesotho’s economy, and that of two
adjacent districts in the Free State (Motheo anabdhMofutsanyane), with a view to identifying
potential integration linkages principally relating industry, trade and manufacturing. The two
districts contain the towns of Bloemfontein, Botshia, Thaba 'Nchu, Ladybrand, and Ficksburg,
and their characteristics and performance provebiasis for a consideration of issues regarding
the potential for a development corridor with Maser

It is clear that developments in the Mohokare \faltone will determine whether Lesotho can

achieve the necessary preconditions for more sisi development and concomitant poverty
reduction. Major policy and institutional reformeeaequired. There are several respects in which
cross-border co-operation between Lesotho and tlee State could contribute towards the

development potential of the Mohokare Valley Zone.

Trade is a key driver of economic growth. Giventthbasotho’s economy is so small the country
can only really combat poverty through the pursoft export led growth. Industrialisation
opportunities need therefore to be understood enlight of international trade regimes. For this
reason trade is dealt together with industriabsaind manufacturing in this section.

4.1 The Lesotho economy

Lesotho’s macro-economic policy environment is dateed by the developments in South Africa
because Lesotho is tied to the Common Monetary . Arbis eliminates monetary policy autonomy
and Lesotho’s competitiveness depends on the 8tiotus of the South African Rand.

For this scoping study it is important to consifiest of all the relative size of the respectivetses

as a percentage of GDP (see Table 22). It is imabelgli evident that Lesotho exhibits a marked
discrepancy between GDP and GNP. This is mainhalse of the large number of mineworkers
employed in South Africa. The reasons for the dtamarrowing of the original large gap between
GDP and GNI are threefold, and can be attributed to

» the impact of the Lesotho Highlands Water Prograr(ichBVP) on the internal economy,
* the increasing importance of manufacturing in teal economy, and
* the declining relative role of mineworker remittasc

Industrialisation has been a constant focus of ltesotho National Development Corporation
(LNDC) since the late 1960s, with limited successiluan industrial take-off in the late 1980s.

Graph 7 depicts manufacturing’s contribution agecentage of gross national income, rising from
4% in 1983 to 12 % in 2003.

Whilst the large majority of the population is ifved in agriculture, care should be taken not to
depict agriculture as aamployment sector. Studies have indicated that the average diewvoted to
agriculture by rural households amounts to less thaee person hours per ddyOther studies
indicate that agriculture cannot even be classed ssbsistence activity, and that it is at most a
contributor to subsistence. For food security Lesotho hasotmud more and more on non-
agricultural economic activities that will enabteto buy the food it needs to feed its population.
Agriculture has been in constant decline. This &spite substantial investments through
development aid, a higher subsidised maize priem tim South Afric®, and ongoing input
subsidies in the form of seed, fertiliser and medded services.
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Construction has achieved extraordinarily high lewd performance because of the impact of the
massive first phase of the LHWP that came to anier&03. This was augmented by large-scale
reconstruction following the devastation wroughtuyest and military interventions in 1998. A
contribution by the construction sector of 18%lte economy (as was the case in the early 1990s)
is not sustainable however and was only due tofdbethat the largest single civil construction
project in the southern hemisphere at that stageimplemented in a small country with no real
diversified economy. The LHWP changed the counirgnany ways:

* it opened up the rural hinterland through good soaekr impressive mountain passes

e it created new and sustainable sources of natimeaime by stimulating tourism and the
water royalties paid by South Africa

* it accelerated urbanisation

* it improved energy supply through hydro-power.

Notwithstanding the impact of the LHWP, it must peinted out that tourism still remains
relatively negligible in the overall context.

Table 23 presents an overview of the importancaitierent sources of government income.
Impressive increases have been realised overa#iplyon income tax revenues, and this has been
accompanied by a corresponding decline in theivelanportance of grants.

Since the 1990s the number of Lesotho mineworkenpla®yed on South African mines has

declined drastically, mainly because of the geneeadd of retrenchments at South African mines,
but also because mineworkers, after a certain geri@mployment in South Africa, are qualifying

for permanent residence for themselves and theiliés. The decline in the number of migrant

mineworkers is summarised in Table 24. It is irdéng to observe how the value of remittances
has rocketed notwithstanding the decline in mindomigrancy. This can be attributed to higher
wages, but also to retrenchment benefits beingmaped.

4.2 The rise of the textile industry

Prior to independence Lesotho had no industriag aspeak of except for a few cottage industries.
Traditional beer brewing was by far the largest-sepment. The LNDC Act No 20 of 1967
established the LNDC to “initiate, promote and litatie the development of manufacturing and
processing industries, mining and commerce in an@acalculated to raise the level of income and
employment”. After 18 years with the GoL as theyosthareholder, Germany became the main co-
investor.

In the early years the impact of the LNDC remaimedy modest. An attempt was made to support
cottage industries built on traditional weaving gyattery skills. Tapestries, carpets and pottery
were produced, and markets in South Africa and abravere explored. In addition, Lesotho
promoted import substitution industrialisation imetfield of basic goods: food and beverages,
construction materials, and light engineering potsluSeveral light industrial concerns - mainly
engineering services - were secured and a few kmgeavours aimed at agro-processing were also
launched, partially fuelled by the desire to depefiood self sufficiency and also to promote crop
diversification towards higher value crops. Lesotlidling and Basotho Canners were two
examples of this trend. The latter was linked tterapts to promote cultivation of asparagus,
beetroot, potatoes and fruit. In the field of constion materials Loti Brick was launched in 1979.
Investments were also made in the pharmaceutieabaaind in the production of ceramic tiles. The
later 1980s saw the entry into the textile arertais Thdustrialisation effort was supported by the
incentive package described in Table 25.
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These incentives, coupled with the desire by séwath African-based industries to escape the
sanctions net woven around that country, led tetsuibial industrial growth in the early and mid
1980s. Several South African firms established e&deavours in Lesotho with its preferential
access to the European Union (EU) markets. A sewanek of industrialisation took place in the
latter 1980s when the EU exempted Lesotho fronLtmee Convention ‘accumulation formula’ for
textiles for a period of eight years. According the accumulation formula at least two
manufacturing processes have to take place in parexg country for access in terms of Lome.
The eight-year waiver enabled several Taiwanesasfito obtain fabric from India, Taiwan,
Malaysia and China for processing in Lesotho. Wies exemption expired, several firms closed
down, whilst other shifted their attention to th& bharket despite its tariffs and quotas. A basis wa
laid for further development of the textile indystvhen negotiations on AGOA commenced.

The road to industrialisation road was also charasd by several failures, however:

» the National Ceramic Tile Factory established inféfleng was liquidated within 3 years
after commencing operations,

» Loti Brick is, after 26 years, still operating alogs despite its being an investment in one of
the most modern computerised kilns in southerncAfri

» the Lesotho Pharmaceutical Company (also Mafetasgd) is running at a large loss and
all attempts to find a strategic investor to retajse it, and to secure its full privatisation,
have failed to date,

» Basotho Canners was liquidated, and

» the once famous Kolonyama Pottery, which exportethé United Kingdom, Canada and
South Africa, is no longer in existence - neitherthe carpet weaving that was based on
locally produced wool.

Table 26 provides an overview of the growth in nfaoturing concerns since 1994. It is clear from
the table that by 1994 textiles had come to doraitla¢ industrial scene in Lesotho, and that the
demise of the small built-on-indigenous-skills egit industries was already complete. The effects
of growth in the textile industry, consequent upbea introduction of AGOA, have begun, but the
impact on Lesotho’s industrialisation is not claaryet. Industrialisation in the period 2000 to 200
was to a certain degree hampered by a lack ofcggtvndustrial sites. Several textiles factories ar
only now coming on stream. An additional 10- to@JD jobs will be created, with the southern
town of Mohale’s Hoek also becoming a focal pomt ihdustrialisation. Table 27 shows textiles
considerable share of employment in manufacturirey the period 1994 to 2004.

4.3 AGOA'’s impact on Lesotho

AGOA has become the cornerstone of the Bush Adinatien’s interaction with sub-Saharan
Africa and reflects the US approach of ‘trade, eattihan aid’. AGOA took effect during October
2000 and will expire in September 2008. The airthefAct is to promote free markets and to lower
trade barriers. It is a so-called ‘second tier'ferential treatment arrangement, not exactly a free
trade agreement but with better benefits than teee@lized System of Preferences (GSP) allows
for (see Table 28).

To a certain degree AGOA is a preferential treatnpackage for countries in sub-Saharan Africa
that are also eligible for GSP. In its first ye&operation it had little impact - AGOA accountext f
less than 1% of total US imports. Although AGOA &red the tariff barriers for textile exports to
the US, almost all countries qualifying for AGOAreddy had quota-free access to the North
American market anyway. In terms of the Multi-fibAgrangement quotas are due to vanish
altogether in 2005. After this tariffs alone wilkkgulate access and AGOA beneficiaries will
accordingly have only a tariff advantage.
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Lesotho was one of eight LDCs accorded full AGOAdfgs, and was designated for AGOA
preferential treatment in October 2000. In ApriD20t received textile certification, six weeksdat
than South Africa. The duty-free and quota-freeeasdor textiles and apparel in terms of AGOA is
subject to a strict arrangement concerning theroad fabrics and yarn: duty-free access to the US
market depends on textiles and apparel producea ‘fimbrics wholly formed and cut in the United
States from yarns wholly formed in the United Statd@he Act also allows for duty-free and quota-
free apparel imports made from fabric produced egédbiciary countries in sub-Saharan Africa.
(This is the so-called ‘apparel clause’).

The apparel clause featured a Special Rule for LB@s extended a period of grace until 30
September 2004 during which ‘window’ period destgdacountries could have duty-free and
guota-free access for apparel produced from filme yarn sourced anywhere else in the world.
Lesotho qualified for the Special Rule - South édridid not. Industrialists from Taiwan, Hong
Kong and China seized on this window of opporturidy the LDCS®. The incentive led to a
substantial expansion of the textile industry irsao. But if the US Congress was unwilling to
extend the tenure of the Special Rule then thell@ektdustry in the AGOA LDCs would be
jeopardised.

In July 2004 US President George Bush extended AGOA 2008 to 2015, and extended the
Special Rule by three years to September 200 hdrptocess Botswana and Namibia came to be
accorded the same benefits under AGOA as the LDEKDI

The threat of not being able to access cheap &lmitside AGOA countries galvanised Lesotho
into gearing up its industrialisation programme.olfaiwanese textile industrialists commenced
with the establishment of a denim mill in Lesoti@mnstruction of a large textile factory by Nien

Hsiang, costed at $50-million and which would empé000 workers, commenced in Maseru in
2001. It plans to export fabrics to other AGOA biemaries who will no longer be able to source
cheap fabric from India and elsewhere in the E&Ben Hsiang has, apart from the mill,

investments of $200-million in Lesotho and emplaymost 10 000 workers (many of the smaller
companies listed in Table 5 belong to this grodpMauritian textile firm, Sweat Sun, has also
begun with apparel production in Lesotho.

South Africa has also benefited substantially frA@OA and the growth that South Africa has

experienced in textiles is in fact far larger ththe growth rate that Lesotho has experienced in
apparel exports to the US (see Table 29), thougm fa low base. Table 30 shows the AGOA
exports of Lesotho and South Africa in the contebthe rest of Africa.

4.4 The policy environment: differences between Lesothand South Africa

A Free State Manufacturing Industry Study, recepthpared for the PEAC, highlighted the effects
for the province of cross border industrial devetemt. While clothing and textiles have assumed
increased importance in the province over the destade, there is uncertainty about the sector’s
sustainability in the long term. The sector is demt on foreign investors seeking to use
favourable international trade opportunities arsltre forementioned Manufacturing study notes
“the proximity of Lesotho, and its offering of moisvourable trade access to international markets,
could... impact on the provincial econonf{”.This scoping study attempted to explore the
implications of these differentials for the Freat8tand Lesotho.

Taiwanese industrialists, interviewed in Lesothepart that, as a result of the ANC’s courting of
China and its turning against Taiwan, relocatiof aifvanese interests to Lesotho was the “logical”
solution especially since “the export environmend ¢ghe financial systems remain the same”.
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The Taiwanese further point out that company talxeisotho for manufacturers is only 15% versus
double that in South Africa, and that labour isager and less well organised in Lesotho. The
South African labour regulations, its plethora atds and levies, and the cumbersome procedures
to shed unwanted workers, all work in favour of atb®.

Respondents welcomed the lack of Black Economic dmspment (BEE) pressures in Lesotho.
The interviewees view BEE in South Africa as “wothan high taxes. It is political pressure to
give a chunk of our firms to already wealthy blackls a major discount and that brings
simultaneously high additional overheads. Most loédse BEE partners (at management and
directors level) bring little or no business exgart Their only real value is their contact witgth
ANC politicians and government officials. For thiaey want high executive director fees, cars and
unlimited credit for entertainment purposes.”

One of the industrialists said that BEE in Southidsf entailed major outlays that in any event still
had to be supplemented by the “tjo-tjo” (bribesattlre required to obtain certain government
contracts or approvals for relaxation of buildimgemvironmental regulations. (“Tjo-tjo” in Lesotho
was said to come at a discount compared to Sourtbaf

The absence of effective audits by the tax autlesrih Lesotho, relating to both VAT and company
tax, provides an additional incentive to industsislto operate from Lesotho. Since the phasing out
of the tax holiday incentives for manufacturingnfg in the textiles sector, these firms have
invariably recorded losses with no contributiortdmpany tax to the Receiver.

45 Cross border trade

Cross border trade has to be understood in thextoot the SA Customs Union (SACU), one of the
oldest existing unions in the world. Until the tak€ of exports caused by Lesotho’s industrialsati
South Africa accounted for the bulk of both the@pand imports of Lesotho.

Unfortunately import and export data for Lesothpnsblematic to analyse, since there exist differen
datasets that cannot be reconciled. In the Minisfryfrade & Industry’'s 2002 Trade Integration
Study, it is stated that “discrepancies betweetketistatistics published by the Lesotho Central Bank
and the Bureau of Statistics are so great thatirtfesmation cannot be used for empirical or policy
analysis. Major differences in import and expottea reported by the two agencies at high levels of
aggregation exist ... It could, in fact, be arguedt the official statistics on Lesotho’s trade conve
more misinformation than useful informatiofi*Table 31 provides an example of the problems with
the published data. The data differ to such anngxtteat no trend analysis can be undertaken. The
aforementioned study therefore relied largely onitdfort statistics to determine the growth in value
from textile exports from Lesotho.

It is, however, known that until 2002 the bulk addotho’s imports originated from South Africa

and the latter was also the destination for moskesotho’s exports. However, with the textile

industry sourcing most of its fabrics from the Edbe share of imports originating from South

Africa must have declined. And with the bulk oéttextile products being exported to the US, the
US has replaced South Africa as the prime markdtésotho’s products.

Table 32 compares Lesotho’s exports with thosetbéroland-locked countries as of 1999. The
following conclusions can be drawn:

* Lesotho’s export per capita is quite high compaoeetthe other land-locked countries.
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* Lesotho’s exports are very vulnerable to exterrfacks, since the top five products
represent over 95% of export income.

Since 1999 Lesotho’s position on a list of thisunatwould have improved (higher export per
capita) but its ranking on a scale of vulnerabiityuld have deteriorated. The extension of AGOA
Special Benefits will provide Lesotho with some tetion against Eastern textile manufacturers
when the quota system is scrapped in 2005. Leswmilhdor the duration of AGOA, have duty free
access to the US market. Progress with finaliaifrge trade agreement between the SACU and the
US will, however, represent an important developni@nLesotho’s exports.

Rail transportation to and from Lesotho is alsoom@nt. The railhead in Maseru, the only one in
the country, is serviced by two freight trains galom Monday to Friday and by one train on

Saturdays. According to South Africa’s Transnegight has increased, but they are unable to
supply any data concerning volume or weight tranggbto substantiate this. Statistics from the
relevant customs authorities concerning value eight yield no discernible pattern. Table 33

indicates the value of imports handled at the Mag&ilhead No information about the use of the
station for exports could be obtained.

The average size of the trains is 28 trucks of tvhnalf are carrying containers. The number of
bulk cement carriers has decreased substantidibyvng the completion of the Lesotho Highlands
Water Scheme. Other freight not handled in containecludes diesel, petroleum and maize.
Almost all exports from Lesotho are destined fa barbour of Port Elizabeth (97%) for export to
the US. No information could be obtained on theteot and categories of the exports, but the bulk
would be textile products.

The Bloemfontein Spoornet complex pools contairfersforwarding to Maseru. Storage times
range between 5 and 14 days. The main sourcesightf destined for Maseru are the harbours of
Port Elizabeth (cloth and fibre from the East)pressible for 80% of freight to Maseru and Durban
(petroleum and diesel), responsible for 15%, a$ aseAlco (cement). Customs clearance is a very
time-consuming exercise and contributes to dellgst of the delays, however, are caused by the
fact that the facilities were designed more thany8@rs ago, originally for passenger services
(migrant labour transportation). There is no progmancrete surface for the storage and handling of
the containers. The forklifts and cranes are oldl aften break down due to the dust caused by the
lack of a concrete surface. The capacity of ttenes is problematic. A procedure which would
take five minutes in Bloemfontein takes up to 20umes per container in Maseru.

Whilst acknowledging that internal security mattemsme prevention, and customs arrangements
are important, one wonders whether Lesotho’s bogpdecedures should not be re-evaluated in the
context of the envisaged free trade agreement leet8ACU and the United States that is currently
being negotiated. Closer economic union betweemthesand South Africa should remove the
need for many of the current border controls (aslkeen the case within sections of the EU).

4.6 Two Free State district economies

As mentioned in the preamble to this section tlenemies of two Free State districts abutting on
Lesotho will now be examined.

The Motheo District Municipality contains the tradad administrative hub of the Free State. It
houses Bloemfontein, the judicial capital of So#ithica and the seat of the provincial government.
This city also supports two universities and adanglitary base. It has a well established trad® an
financial services sector. Botshabelo and ThabaiNwie the former dormitory homeland towns on
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the eastern outskirts of the city. Botshabelo & $kcond largest township in South Africa after
Soweto.

Graph 1 reflects the relative contribution per sedb the district economy. The economy of
Motheo is dominated by the tertiary sector, pakiidy community services. This can be attributed
to the status of Bloemfontein as outlined abovee fnaph also reveals that there have been
declines in the relative contributions of agriaudt, manufacturing, and trade, and an increadeein t
relative contributions of finance and community\Bezs*? The district contributes over 30% of the
Free State’s GGP, and houses 25% of the Free Spaipulation.

Thabo Mofutsanyane District Municipality constitetewuch of the eastern part of the province, and
includes Qwa-Qwa, one of the former homelandss hame to most of the Free State’s tourism
activities, due to the spectacular scenic beautii@bDrakensberg and Maluti mountain ranges. The
best known attraction is the Golden Gate Highlaratiothal Park, which is well known for its
spectacular sandstone formations.

Graph 2 shows that the relative importance of comtyuservices, which dominates the local
economy with a contribution in excess of 40%, hasdased from 1990, whereas the relative
contribution of all the other sectors, with the epiion of Finance, has decreased. This trend
suggests that the district economy is becoming newecentrated and more dependent on
community services for any growth.It contributes only 14% of the provincial GGP ayet
contains 25% of the provincial population.

Graph 3 gives some perspective on the differentéisei internal structure of the district economies
of the province.

Graph 4 presents the comparative advantages, sgpor@s terms of location quotients per sector,
for the Free State’s five District MunicipalitiéSA value of more than one on the graph (ie. above
the thick horizontal line) indicates that the d&tenjoys a comparative advantage in the particula
sector. The graph shows that Motheo enjoys a caatigaradvantage in virtually all the secondary

and tertiary sectors. This can be attributed teatsglomeration of trade, financial, government and
educational sectors. Table 34 indicates that Motwedributes the largest portion to the provincial

economy, and has also managed the highest grotetlovar the period 1990 to 2002. However, the
economic growth was lower than the population ghowasulting in the highest unemployment

level of 41%. The table also illustrates the fadiyersified economy of Motheo.

Thabo Mofutsanyane enjoys a comparative advantagariculture but Table 34 shows that the
district contributes much less towards the proheconomy than the relative size of its population
would seem to warrant. This weak performance caatiobuted to the fact that the district includes
the former Qwa-Qwa homeland which has been nedptaféected by the withdrawal of industrial
development incentives and has the highest polergls in the province.

4.7 The Free State Development Corporation

The most important role-player in the Free StatbesFree State Development Corporation (FDC).
The primary goal of the FDC is to promote the SMB#€tor, and R117-million has been budgeted
for the next three years for this purpose. The FDE&trategic focus areas for supporting appropriate
investment in the province are: tourism and devalqt; manufacturing; agri-processing; mineral

beneficiation; petro-chemical downstreaming; andise industries.

In an interview with the current manager of the FDEastern Region operations it emerged that
the disbandment of the Qwa Qwa Development Corporat 1994 had had a “devastating effect
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on the economy” of the eastern Free State. Sulsmigich had been put in place to attract
investment to Qwa Qwa fell away. Businesses whaith relied on these subsidies withdrew from
the area and unemployment increased exponentially.

The respondent reported that rentals for indussiies within his region are competitively priced i
relation to Gauteng. He believed the eastern Ftate $0 be well situated as a link between the
major industrial centre of Gauteng and the poyt aftDurban and clearly believes this will work in
its favour. He noted that crime in the area waspgamatively low, and that while the labour force
was “restive”, labour relations were characteribgd relatively low number of strikes. Again, the
the unions’ presence, although well established, described as “comparatively mild”.

He reported the main industry as being textile®Wdd by furniture manufacturing. There has been
considerable investment by a company called Tausnéch produces goods for the two chain
stores of Ellerine's and Lewis Stores, and a sleeplastic container manufacturer, which had
outsourced it’s logistical operations to local Imesises in the area, has helped create employment.

The FDC apparently wants to see more previouslgdysntaged local people becoming involved
in tourism but concede that there has been litithiesiasm for this on the locals part to date. The
respondent maintained that one of the reasondi®ig that the FDC has not developed a package
of incentives and assistance measures comprehesrsngh to attract local people to the sector.

At present the FDC offers “small loans” to indivas interested in entering the FDC’s strategic
sectors. The size of the loans is contingent uperFDC’s assessment of the relevant business plan
for the proposed venture. The FDC also offers atJdenture Participation scheme whereby the
corporation provides a portion of seed to start-vpsa share equity scheme. The shareholders’
agreement contains provisions governing the catiand price under which the FDC will
eventually sell its share.

The interviewee said that the FDC has not met witlth success in promoting agri- processing,
but he cited the successful cherry farms arounlisbierg as an example of what can be achieved
by way of focussing on niche markets, and the p@tienfor downstream value-add. Efforts
continue in the eastern Free State to promote raatwring and tourism and the biggest successes
so far have been in the realm of furniture manuwifaag.

The FDC says that one of the biggest obstacleoiagdousiness more effectively is the lack of
“reciprocation” from local municipalities. This their willingness to offer incentives, assistance
and facilities which would dovetail with FDC initiges. The respondent observed that local
authorities continued to work in silo fashion, wplerceptions from LED units that they are in
competition with each other. Their understandingoaginess was said to be very poor.

The Free State Manufacturing Industry Study, alfutteearlier, also noted the role of the FDC in
promoting the role of both larger and smaller firnfsarticularly in clothing and textiles, and
foodstuffs) and the concentration of firms withire Bloemfontein - Bothsabelo —Thaba 'Nchu axis,
as well as the Harrismith - QwaQwa area. This statbp cites the need for the Free State
provincial authorities to work closely with localumicipalities to ensure alignment of plans, to
recognise growth sectors, and to provide apprapsapport?>

4.8 SADC perspectives on trade, industry, finanuk iavestment

SADC'’s RISDP takes the view that countries thatsarecessfully implementing appropriate trade
and economic liberalisation policies experiencehhigtes of growth and attain quality of life
improvements. SADC sees the creation of large nsrks being the way to increase foreign

29



investment as investors search for economies dé,sead efficiency gains, in the production
process. Small protected markets have been renderediable by globalisatioff. SADC needs to
“keep pace with developments on the [African] coatt in order to avoid slowing down the
continental integration agenda of achieving ancafnvide market” and tries to promote trade and
financial systems that are rule-based, predictabtecredible.

Trade and economic liberalisation are viewed withie RISDP as key catalytic intervention areas,
to be achieved via the establishment of the:

» SADC Free Trade Area by 2008 (with all intra-SAD&de tariffs set at zero),

* SADC Customs Union by 2010 (with a common extetaaff in place), and

« SADC Common Market by 2015 (with negotiated instemts on free trade movement of all
factors of production).

The related objectives, strategies, measuresdichtors are to be achieved by:

* integrating the SADC into the global economy by @@ engagement in multilateral trade
negotiations through the WTO

* negotiating trade and development agreements whiér segional blocs, aimed at ensuring
an increased SADC share of trade and investmerit plotbally and with these other
regional blocs,

* enhancinging SADC’s economic competitiveness by520tough the development of a
regional industrial development policy and stratégynework,

» diversifying production structure and exports byl2Ghrough promoting value-addition,
especially in agriculture and mining, the creatmnnew industries in services, and the
encouragement of manufactured exports and services,

* enhancing the employment creation capacity of tbgional economies through the
development of SMEs, the regularisation of the ap@ns of the informal sector, and the
promotion of entrepreneurship and self employment,

* achieving macro-economic convergence through thendwaisation of macro-economic
policies and the development of protocols on fimaaod investment to be achieved via
MOUs on convergence, taxation, finance and investnaand

* mobilising resources for the RISDP to establistABS Regional Development Fund.

4.9 Recommendations for complementary industrialisigon and trade strategies

A World Bank study on “Growth and Employment Opsoffior Lesotho” highlighted the
vulnerability of Lesotho’s industrial base. It poged diversification both in product ranges as well
as export markets. This hinges on the ability o$dteo to attract FDI and to implement policies
and practices that will secure adequate induslaiadi, infrastructure and the upgrading of the
Maseru railhead.

Trade relations and regimes provide the context ifatustrialisation. Lesotho has clearly
demonstrated its ability to capitalise on the ofyaties for industrialisation offered by the AGOA
framework. Two international trade regime developteeare of importance in the exploration of
industrial growth opportunities for the Free State Lesotho, namely:

* the extension of AGOA until 2015 (with Lesotho hayia three year breather under the

extension of the Special Rule until September 20&7
» the negotiations between the US and SACU on tlabksttment of a free trade agreement.
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The Free State and Lesotho can either continuertctibn reactively to these developments in the
international trade regime, or they could pro-aaivpursue the windows of opportunity that these
developments might entail.

A recent Free State Manufacturing Industry Studyliekly comments on the absence of national
SDIs and IDZs in the province, and notes the neenitiate “high level talks to encourage sub-
contracting, inter firm linkages and joint negabas and marketing” with Lesotho. The study
further proposes the textile and clothing industsybeing the most obvious sub-sector to open such
negotiations with. It recommends that Lesotho showbt be seen as a rival, but rather as
complementing and partnering the Free State economy

Given this context then, this study’s overall recmmendation is for the establishment
of a framework of support for the creation of a Coridor Development Programme
(CDP), containing many of the precepts of succes$f&DI’'s in South Africa. This
nexus of support should arise out of suitable negations between the Free State,
Lesotho, South Africa’s Department of Trade and Indistry, and the Dept. of Foreign
Affairs.

The programme should begin with the establishmentof a dedicated and
representative ‘Unit’, tasked with giving effect tothe priorities developed in this study.
The support of SADC and NEPAD should be solicitedolr the establishment of this
proposed entity, whereupon it is recommended that:

detailed investigations be initiated to determimavibest the Free State and Lesotho can
leverage their existing strengths (textiles in lteep and chemicals with pharmaceutical
potential in the Free State) to explore opportasitin the North American and African
markets that could lead to the expansion of thee Btate-Lesotho industrial base. This
investigation should also focus on complementartyndustrialisation efforts, since the
industrial estates of Maseru, Thaba 'Nchu, Botsltahad Bloemfontein are close enough
to one another to pursue linkages in areas suctoagponent processing or the further
enhancement of products.

close co-operation between the Free State and hesagencies cited above should be
initiated to investigate the targeted expansioragri-processing in the Mohokare Valley
Zone. On the Free State side there exist severainagstrial endeavours where further
product niches can be investigated for diversikicatand downstream processing. The
development of high-value crop production undegation on both sides of the Mohokare
River (see proposals below), would imply opportesitfor substantial expansion in this
sector.

an investigation of the implications &ill free trade between the two countries should be
considered. Lesotho still regulates the importatmin agricultural produce under the
rationale of protecting local producers. Howevencs the majority of the population are
actually nett consumers of agricultural produce igsuing of permits for the import of
agricultural produce probably has the effect ohkigconsumer prices in Lesotho.

a joint Free State-Lesotho study be initiated testigate the patterns in household level
consumer imports into Lesotho and to establish wigaé of consumer shopping from

Lesotho is taking place in Ladybrand, Ficksburg Btathgaung. This information may serve
as a basis for identifying associated developmppbdunities.
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5. The Mohokare Valley as a Special Development de

As per section 3 above, the Mohokare Valley Zones siagled out as holding particular promise
for serving as the focal point offist phase of co-ordinated attention and investment on the part of
the Free State and Lesotho. This section furtheeldps the arguments for it to serve as a ‘Special
Development Zone’ incorporating complementary adtical, land reform and tourism strategies.

5.1 Agricultural and land reform in Lesotho

For decades attempts to achieve higher agriculurgdut in Lesotho have failed. For many years
the country pursued a policy of self sufficiencyfaod. In the mid-1990s there was a shift from
subsidised towards more market related prices.cBug production is still geared to trying to assist
small farmers increase their production of maipegkum and wheat. With livestock the aim is still
to improve the yields in wool and mohair.

It is time to acknowledge that the existing patseshland allocation which are meant to ensure that
all households should have access to fields fdivatiion and to communal rangelands, has failed.
It has failed the rural poor, and it has failed ooencial farming. An increasing percentage of rural
households do not have access to fields for cuibmgsee Table 35). The Agricultural Census of
2000 confirms the magnitude of the problem.

With the grain price determined by internationahrkets Lesotho’s farmers have found it
impossible to compete. The costs of farming numetnconsolidated patches, and the dependency
on informal share-cropping or rental arrangememase rendered grain production in Lesotho non-
viable. A comparison of yields per hectare in Tadfeconfirms the situation. Further reasons for
this state of affairs include the following:

* Lower investment in field preparation, and cultivat disciplines such as anti-erosion
measures, are attributable to a lack of formalrtem@urangements and the fact that, after the
harvest, fields in Lesotho become common graziegsar

* Alack of access to credit, since land holding&@sotho cannot serve as security against a
production loan as is the case in the Free State,

* A lack of efficient credit providers and input slipps in Lesotho. The distribution of
subsidised fertiliser and improved seeds through ltesotho Ministry of Agriculture
undermines the private sector providers of inpBecause the distribution channels are not
responsive to commercial returns they are ineffecind slow. Fertiliser and seeds are often
not available during the planting season.

* Mono-cropping and improper cultivation practicesénged to soil fatigue and loss.

Accelerated and appropriate rural land reform iscat to address these concerns. However, a
concerted effort to move towards higher returns Ipectare by switching to export crops like
asparagus, apples, cherries, grapd®rbs and flowers could also prove beneficidhisTs an area
where synergy with the Free State, where crop siifieation is also high on the agenda, could be
achieved. This approach will not negate the needafad reform but it holds out the promise of
higher returns per hectare than land reform coupléd extensive grain production is likelt to
realise. Individuals who have commenced with ordban Lesotho have experienced numerous
problems. Orchards have been laid waste by vingdictierders and theft is a problem. These
setbacks can only be overcome by transforming tbeyzction mode of communities in specific
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valleys. Provided the formal land reform instrunseate in place, and that the GoL commits itself
to effective policing to prevent vandalism and crpiifering, opportunities could arise for
partnerships between farmers in the Free Statdasotho, or even between agri-industries in the
Free State and Lesotho farming communities.

Food security and poverty reduction will be beierved in Lesotho by acknowledging that a large
percentage of households have forsaken agriculaung,assisting them to secure non-agricultural
livelihoods. This should enable those who remaithensector to increase production and income.

The SADC Ministers of Agriculture agreed in Febgu&004, in Dar es Salaam, that poverty
reduction and food security strategies requiredemsed productivity as well as gendered land
reform. In Lesotho the land reform process haselgrgtalled since the announcement of the Land
Review Commission’s (LRC) bold recommendations @@ A draft Land Bill, that has
substantially watered down the LRC’s recommendatidras not even reached parliament yet
despite the draft’s having been completed in 20@8 tlie technical support of DFID.

On completion of the World Bank-led Agricultural iRy and Capacity Building Program in early
2004, the World Bank declined to commit to a fagilfor an Agricultural Sector Investment

Program. Key policy issues have first to be adaér@ds/ the GoL in the fields of land reform, the
phasing out of input subsidies, and the promotidnopportunities for commercialisation in

agricultural production, before the Bank will supipsuch a program.

5.2 Free State perspectives on agriculture and lanéform

Agriculture in the Free State is the third largesntributor to provincial GGP, and constitutes
about 14% of the national agricultural economy. Hnee State is the ‘breadbasket’ of South
Africa with 3.2-million ha. under cultivation anch@ther 8.7-million ha. used for grazing. Field
crops account for about two thirds of the grosdscafjural income of the province, with another
30% generated by animal products, and the remalmdkorticulture.

The eastern Free State is one of South Africa’st inggortant potato production areas. In addition,
the Ficksburg area accounts for some 90% of alktlSéidrica’s cherry production. Clocolan and
Ficksburg have large tracts of land permanentlyeurasparagus, and seasonally under beetroot.
These supply sufficient yields to warrant two mgpoocessing and canning plants near Gumtree
which fulfill large export orders. There is increas investment in apple orchards, and in cheese
and processed milk production, as well as in angalohit farming with associated knitting outlets.
Ladybrand is the headquarters of one of the moceessful agricultural co-ops (OVK) which has
outlets stretching from the northern Free Staterdtmathe Eastern Cape province.

Provincial policies in the public sphere are wedlveloped, but programmes need deepening.
Provincially there is a potential client base o&€p800 000 producers, categorised as commercial
farmers, emerging small-scale farmers, agricultlaat reform beneficiaries and farm workers.
Broad policies, priorities and strategic goalshe Department of Agriculture are aimed at:

* improving primary production and advancement in-ggocessing,
» creating economically sustainable agricultural deweent,

* improving stakeholder relations,

* household food security,

» farmer settlement support,

* knowledge and information management, and

* natural resource and infrastructure utilisation arahagement.
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The main challenges for the department are heligk tiourfold. These are:

the stimulation of job creation and employmentthe poor peri-urban and rural areas
through rendering efficient services in supporagfi- processing and production,

* promoting food security in homes and schools,

» empowering land reform beneficiaries with technicabwledge and physical support and
supporting their effective integration with thevate sector, and

« the sustainable development and management of tcommonage&®

Within the private sphere, Free State Agricultuas made significant organisational development
gains. The major role players such as the commagpiyps (Grain SA, National Wool Growers
Association, Milk Producers Organisation etc.), Hgribusiness groups, and the co-operatives
(Senwes, VKB, OVK, BKB etc.), the commercial banked the National African Farmers Union,
are organised into representative forums to conmatdi investments in key priority areas as
identified in the province.

There are various support programmes for emergingdrs in place, with Grain SA, for example,
servicing over 2 000 such farmers across the pecevim addition, a Strategic Planning Committee
(SPC) for land reform has been established. It @gsio negotiate a complementary relationship
with the Department of Agriculture, in order tordy identify and engage in relationships in
support of co-ordinated, integrated and econotyistimulatory land reform across the provirice.
Presently, the SPC intends appointing district br@ators to support municipalities, local farmers
and emerging farmers in all matters relating tocamgy land reform processes, including promoting
mentoring and good neighbourliness.

Free State agricultural development consultants algport private sector and donor supported
programmes in Lesotho. For example, the Chambbtinés’ TEBA labour recruiting organisation
is assisting a number of small-scale farmer suppod training programmes in Lesotho, and
various donors support research and extension modehave specific programmes in support of
improving shearing infrastructure and skills, ands.

Notwithstanding this progress, the rich potentiaih® two adjacent border districts is under threat
due to extensive cross border pilfering that islorgger limited to cattle rustling. It has become

unwise to grow maize and cabbages within 10km ef lthsotho border. Graph 5 indicates the
relative contribution of each district municipality agriculture in the Free State. The graph shows
that the most important agricultural productiontics is Thabo Mofutsanyane (contributing about

30%), followed by Lejweleputswa (25%) and then Muttat 18 percent.

Land redistribution in the province has been pregjrg at a brisk pace. Between 1994 and June
2003, approximately 195 300 hectares of land hauh lokelivered to 7 000 households. Most of the
land delivered (90%) has been through the Settlerhend Acquisition Grant (SLAG) and Land
Redistribution for Agricultural Development (LRAyogrammes, as well as via the supplementing
of municipal commonage.

Tables 37 to 39 list the land reform projects i hstrict municipalities adjacent to Lesotho. $inc
bald statistics can mask complex realities, theiaff perspectives regarding progress in the Free
State were fleshed out by means of interviews watle players in agriculture to gauge their
perceptions and experiences in their specific ibeal Case studies 1 and 2 (see Appendices)
therefore provide a fuller and more personal petsgeon the contents of the preceding section.
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5.3 SADC'’s agricultural initiatives

The Food, Agriculture and Natural Resources (FANR3ter in the RISDP comprises areas of co-
operation in Food Security, Agricultural Researcld &raining, Crops, Livestock Production and

Animal Disease Control, Environment and Land Mamnageat, Inland and Marine Fisheries and
Forestry. The sector is a major player in the SAB@onal economy, contributing about 35% of
GDP, with about 70% of people dependent on agticellin one way or the other. Major SADC

policy objectives are:

* to promote agricultural productivity and food ety at household, national and regional
level,

* to promote efficient development utilisation anchservation of natural resources,

* toimprove capacity in agriculture to transformioafl economies,

* to generate domestic savings and foreign exchawogdinnce a gradual structural
transformation of the regions agriculture-depenaeoinomies, and

« to facilitate the welfare of people in the regi3n.

Promoting sustainable food security is the prioRASDP objective and it informs all subsidiary
objectives, strategies, measures and indicatoes nidst important of these for this study are:

» improving food availability through increases irsginable crop and livestock production,
productivity and profitability via the developmeat a FANR Strategic Plan addressing
issues such as diversification, irrigation develeptn water management, and appropriate
technologies.

* promoting irrigation and appropriate technologiesttie development of a protocol on food
security and agricultural development in ordernibaace regional development.

* promoting trade in food and non-food agricultunadqucts.

* advocating fair trade practices in agriculture.

* encouraging the involvement of commercial or lasgale farmers in food production.

* improving rural transport infrastructure.

* improving access to land and credit, and

* enhancing technology generation and transfer.

Improving access to food is another priority ohjext via strategies to promote rural non-farm
income generating activities and employment, anatéonote agribusiness.

5.4 Recommendations for agriculture and land reform

The Mohokare Development Zone clearly presents ippities for more co-ordinated investment

in agriculture and land reform. There is a larggrde of policy convergence and potential synergy
in the strategies of Lesotho, SADC, the Free Sdaigartment of Agriculture and the private sector.
This needs to be capitalised on in a constructide@ased manner.

The recommendations which ensue here are made iigtit of Section 4.9’s recommendation that
a type of SDI steering committee (‘framework of gog’) consisting of representatives of the GoL,
the DTI and Free State be formed. Such a comnstieald then consider the following:

» That the land reform process in Lesotho is acceddrhy giving tangible effect to the main
recommendations of the Land Review Commission
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 That a joint Lesotho-Free State Working Group fogriéulture and Land Reform is
established (drawing down SADC officials) to set agenda for the establishment of
complementary policies and programmes of collalimmaand investment in the following
areas:

- collaboration around problem issues in the bordee,

- visits by Lesotho officials and farmers to invgate the methods and practices of the Free
State’s land reform processes,

- land purchase and the promotion of investmeptaauctive agriculture in the border zone,

- intensification of productive irrigated agricuieuon both sides of the Mohokare River,

- mutually beneficial and complementary investmemidownstream processing plants,

- the reduction of any trade barriers to the fre@ment of food products,

- integrating donor support programmes across hamnies] and

- commercial farmer support programmes for goodmmaourliness across borders.

» That established Free State agricultural compani#ise Ladybrand area begin discussions
with both Lesotho’s and the Free State’s Departmarit Agriculture with a view to
developing formal outgrower partnerships with small-scale and emerging farmers in
specific crops and commaodities (eg. timber, wodlgat, asparagus, beetroot, etc.). There is
a long history of successful outgrower partnersmpSouth Africa, particularly with timber
and sugar can®, and there has not been a consolidated effort ey ptayers in the Free
State to formalise large scale and enduring pastmes. Many such initiatives are piecemeal
and exploratory and need to be consolidated withimodel which works to the best
interests of all parties concerned. Both the pubéictor and organised agriculture in the
Free State need to drive this process. The Ladgbbased co-operative OVK could
function as an input provider to Lesotho farmensd @rovide a market for Lesotho’s
producers and processing capabilities - in the iogniof asparagus and beetroot for
example. The beneficial tax regime in Lesotho foanofacturing could also entice
processing facilities into the country.

 That a scan of the Lowlands be conducted to itlewdilleys that are suitable for irrigation,
and then to pilot land reform processes in thedleys This needs to be accompanied by
training and extension services on higher valuggrand the establishment of outgtrower
partnerships with suitable agricultural companiés.this regard, interaction between
Lesotho’s Ministry of Agriculture and the OVK in tgbrand, to identify and support such
development programmes for selected farmers shmufslirsued.

5.5 Tourism links between Lesotho and South Africa

Tourism development in the Free State and Lesatlthinly documented, possibly due to the fact
that it is still an emerging sector. There is hogresonsiderable cross-country comparative data on
trends in visiting patterns. This is drawn on herelescribe patterns in Lesotho citizens’ visits to
South Africa and to the Free State.

Unsurprisingly, given the history of linkages beémethe two countries, of the total number of
visits to South Africa from other African countridsiring the April to June 2004 period, Lesotho
citizens were responsible for 350 000 visits ieigidy a third of the total. About a tenth of these
Basotho visitors camen holiday, while 41% came for businepsirposes. Thirty-five percent came
to visit friends and relations.

The average length of stay in South Africa is fnghts. Fifty-nine percent of Basotho enter South
Africa ‘under their own steam’ while 27% enter onclusive packages where airfare,
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accommodation, couch tours and food are all indu@nly 47% of Basotho visit Gauteng, while
the next priority province is the Free State (34%yerage total costs for trips have been
documented at R4 924 for Basotho, with average ¢afzenditure in South Africa coming inat R 3
062.

5.6 Perspectives on tourism developments in the Fer&tate

A private tourism operator from the eastern FremteStvas approached to share his experiences
regarding support for tourism entrepreneurs inpiftezince. He related how he initially approached
the FDC for assistance in establishing a Black Booa Empowerment (BEE) project training
black tour guides. However he received no respfmase them, and therefore has no idea of what
tourism development and support packages they, afffeny.

The Mantsopa local municipality has however lemiitied support to promoting tourism and LED,
chiefly by way of providing funding for the esta#iment of a local tourism office which is now
run by private tourism companies. Other than that interviewee was of the opinion that the
municipality was totally at sea when it came taésof how to promote tourism.

He noted that whereas Ladybrand had only one BddBasakfast establishment five years ago, it
now has 65, all of them private responses to mat&atand, with little or no contribution from the
Municipality. The respondent said that the localriem operators see the municipality as a
hindrance to the expansion of the industry locallyg “a law unto themselves”. Communications
are very poor and the municipality has not madea@mgcerted effort to engage the business sector
in Ladybrand with a view to developing initiatives policies that would stimulate economic
development in the town.

The interviewee was much more positive regarding tble played by the Motheo District
Municipality who, he says want to take over theerof co-ordinating and promoting tourism from
the local municipalities under its jurisdiction. & Motheo District Municipality was instrumental in
the development and promotion of the Maluti TourRoute.

The Malutiroute is the longest tourism route in South Afritameanders through the Free State
towns of Memel, Harrismith, Clarens, Fouriesburg;kgburg, Clocolan, Ladybrand, Hobhouse,
Wepener, Zastron, and Rouxville, and onto BarklgtEand Mount Fletcher in the Eastern Cape.
The route includes an option to enter into andrretilom Lesotho at the Fouriesburg and
Ladybrand gates. Apparently the Lesotho Ministrylfofirism also supported the establishment of
the route and contributed about R100 000 to it. elmv it has been difficult to secure the
involvement of black people, evidently because thel start up capital.

Other initiatives have developed into a range afowative cross border events. As a result of
partnerships between the public and private sectbese is an annual Two Nations marathon (in
September) between Ladybrand and Maseru. It séartee Maseru Sun Hotel and ends at the
Ladybrand sports grounds. Principal sponsors ageMhseru Sun, with support from Motheo

District Municipality, Free State Tourism, the Soutfrican Chamber of Business and the Rotary
organisation. The event also includes a Two Natemdurance walk, and a Two Nations cycle race
sponsored by the Spar retail chain.

5.7 SADC Tourism

Tourism strategies are contained as a priorigrir@ntion area within SADC’s RISDP. The goal is
to use tourism as a vehicle for achieving sustdgnabcio-economic development, and as a key
incentive for the conservation and utilisationlod region’s natural resources.
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The major subsidiary objectives and strategieshihae a bearing on this report are:

5.8

to develop and market the region as a single budtifeeeted tourism destination via a
strengthening of the Regional Tourism OrganisabdrSouthern Africa (RETOSA), and

easing or removing travel and visa restrictions,

to promote investment in resources that straddietdeal boundaries, where necessary
through PPPs,

to improve the quality, competitiveness and statslarf service and infrastructure of the
industry through capacity building and trainingdasreating a regional tourism research,
statistic and information exchange network,

to ensure equity, balance and complementarityarreélgional industry via the harmonisation
of policies, strategies and legislation, and thenpation and implementation of spatial
development initiatives including integrated toaridevelopment projects, and

to increase the participation of SMEs and margzealicommunities, youth and women in
the industry throughout the region.

Recommendations for tourism development stratégs

As for agriculture, there exists a fairly large degof policy coherence in the positions of SADC,
the Free State, and Lesotho with regards to touri&fnile there is only limited co-operation
between the public and private spheres at localicipality level there is evidence for more
cohesive relations in the cross border events lddtabove and in the development of the Maluti
Route. The number of Basotho visiting South Afrafl continue to constitute a market capable of
cementing ties between the two countries.

The ‘framework of support’ mentioned earlier shocdahsider the following recommendations:

Free State and Lesotho tourism authorities toaimtia series of bi-lateral meetings to
consider the joint allocation of funds to a fagili{within the proposed overarching
SDI/Corridor support infrastructure) that is geatedindertake investigations into, provide
support for, and promote investments and strategiesh build on the existing integrated
tourism development strategies and practices betwee two countries. The objective of
the facility should be to function as a centre xdedlence and to provide strategic support
for the promotion of tourism on both sides of tleed®r. This facility should include SADC
representation, as well as the private sector, aittew to expanding their roles regarding
the development of PPPs for further investmentsraode developments as identified by
the facility.

That the large Basotho market identified in thigdst be targeted by the abovementioned
facility to address how best its needs can be edtier while in the Free State itself.

That, given the unsatisfactory relationships betwieeal municipalities in the Free State
and private operators, the intended facility shomestigate the most appropriate allocation
of the powers and functions for local tourism depehent and support in terms of the
constitutional provisions for this. Should thisdddocal, district or provincial level and how
should these spheres interact?

That, once the powers and functions question has tesolved, there needs to be a planned
and phased programme of capacity building andib@ifor the relevant officials regarding
the requirements, responsibilities and relativetgloutions of each of the major players in
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the tourism sector in order that a more stimulaeomg developmental pro-growth and pro-
poor tourism is the outcome.

Enhancing tourist facilities in the Katse Dam at@&eep tourists an extra night or two in
the area should have substantial benefits for hetdotho and the Free State province. An
investigation outlining tourism potential and liiges between the Free State’s Golden Gate
and the Lesotho Highlands Water Scheme, and Oxbmagé with its ski facilities, should
be jointly undertaken. Care should be taken theh sustudy determines the private sector’s
needs and capacity for development as well, siheeptivate sector should be the major
investor in facilities, with tourism authoritiesktag on a benchmarking oversight and
promotion role.
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6. Cross Boundary Infrastructure

Cross-boundary infrastructure schemes, particularlyulk water supply and in labour- based road
works made up a further issue area for examindiyothis scoping study. Lesotho’s towns are ill-
equipped to handle the influx of new urbanites.sTapplies both to the release of surveyed stands
for residential purposes, as well as the concommitdrastructure.

6.1 Lesotho’'s urban management capacity

Table 40 shows energy use by town residents inthesdt is evident that, even in the urban areas,
electricity and gas still only play a minor role hi¢t affordability may be a limiting factor, lack

a proper urban supply network is a larger stumbbfoxk. The layout of the urban areas further
contributes to high reticulation as well as maiat@ce costs.

Access to clean potable water and appropriateatamit systems are pre-conditions for a healthy
urban environment as a basis for development.eTdblindicates the proportion of the various
towns’ populations with access to different formisaater supplies. The challenge is not only to
meet the backlog in household water supply, bytrtvide bulk and reticulated water systems to
meet future household and industrial demand. Tisatb® Lowlands Water Scheme study, in the
pre-final draft version, reveals that several tnsibnal options are being considered, namely:

» a Bulk Water Authority and a Reticulation Servi€gsvider,

» Private sector provision,

* Regional autonomous authorities responsible forwater collection, storage, purification,
and retailing to end-users,

* Private sector Bulk Water Supply Operator, or

 PPPs.

With the Mohokare Valley Zone set to play a cruc@k in the Lowlands Water supply scheme,

and some of the options even considering drawinthemwater storage and purification facilities of

Ladybrand, the scope for an integrated approach itltdudes projected water demand for the

eastern Free State, is evident. Institutional geaments that cater for cross boundary bulk supply
and reticulation might also have cost advantagesdonmunities on both sides of the Mohokare

River.

Stands, roads, water, and power supply are invgriptist hoc phenomena in Lesotho. Town
planning is not pro-active bit is performed aftee event. lllogical land use also hinders townafro
realising their potential as engines of growth.Maseru and Maputsoe the following examples
serve as illustrations of this assertion:

» sparsely populated residential areas, and thesefriogh income earners, are found within
a radius of three kilometres of the CBD in Maseru,

» Maputsoe’s link road to the border is also its mausiness artery and is clogged with taxis,
pedestrians and hawkers thereby suffocating mgpbilit

» Thetsane Industrial Estate in Maseru is adjacerthéohigh income Thetsane residential
area. This area that should have been zoned andauldor residential purposes for factory
workers. These now have to walk long distancesresort to taxis. Appropriate town
planning should enable those with lower incomesatee walked to their places of work.
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From an urban management perspective, the follosamgbe highlighted:

* not a single structure plan for an urban area leas lipdated within the statutory five year
update period,

e urban land is not optimised because there are malfess for not using land. Several
government-owned houses have been in disarrayefarsy but because they do not attract
rates and taxes, there is no incentive to upgradeutiise such premises,

» processing of subdivisions and rezoning is notalipalow,

» the interface between formal and informal businesmplanned and unmanaged, resulting
in tensions,

» streets are not well maintained and are often packed with potholes,

* rubbish piles up, and stormwater ducts are oftenkad,

* dumping of rubbish is not controlled,

e numerous water supply interruptions occur per annum

The lack of functional local authorities in the anbareas also hampers the development potential of
these places.

6.2 Free State infrastructure

This section deals with trends in infrastructurevmion in selected towns bordering on Lesotho. It
is intended to inform a debate concerning the agraknt of suitable cross border arrangements for
the more effective provision of bulk infrastructed services between Lesotho and South Africa.

The past five years has seen significant publiestwment in the integration of former black
townships and white towns in the Free State. Thecipal instrument has been the introduction of
the Integrated Development Planning (IDP) processiandatory for all municipalities. The IDP is
used to assess and address the nature of the gacdhklservices and facilities and to plan for more
stimulatory and integrated local urban developm@titer major instruments adopted have been the
Consolidated Municipal Infrastructure Programme (EM as well as a host of other municipal
infrastructure support arrangements, and the oeatiion of national funding to municipalities in
the cause of instituting ‘developmental local goweent’.

Along with a large measure of support from an elat® intergovernmental system, many Free
State municipalities have made significant progtessrds the achievement of these requirements
as contained within the Municipal Systems Act 0020In 2004 Mantsopa Municipality which
comprises Ladybrand and Tweespruit (two towns meed in this study), was selected as the
winner in a national contest which assessed thgrpss of municipalities towards the achievement
of developmental local government in five key perfance area¥.

Notwithstanding these considerable gains in thevipce, a large measure of civil unrest has been
encountered in many of the Free State’s small taduesto dissatisfaction with the pace of service
delivery. Well-developed service delivery targats aften not met, and officials and councilors are
increasingly under threat from vocal communitie®wepect a better level of performance. Project
Consolidate has been initiated by the Presideneyiaffort to speed up the delivery of services and
infrastructure and to more effectively integrate thles and responsibilities of the different spker
of government.

The backlogs in water services in Ficksburg anctc@lin (Setsoto Municipality), and the condition
and extent of bulk and internal reticulation seegi@re reflected in Tables 42 to 46. Trends in the
use of energy over a five year period to 2002 &e khighlighted, showing the extent of uptake in
electricity services particularly.
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Table 48 provides a summary of the range of serpiciders for infrastructure and services in
Mantsopa Municipality’s towns, while Table 49 prdes a summary of the land use, housing
profile and civil infrastructure of these towns.

6.3 SADC perspectives on PPPs and infrastructurergvision

The SADC'’s goal is to integrate the private seatopolicy and strategy formulation in order to
accelerate sustainable regional economic integratibo this end the SADC wishes to
institutionalise PPPs and dialogue by instituting’P dialogue forum, as well as by providing
capacity building for PPPs.

The intervention area of Infrastructure Support Ragional Integration and Poverty Eradication
deals with energy policies. Its goal is to ensheedvailability of adequate, integrated, efficiearigd
cost-effective infrastructure that will sustain icagal economic development, trade and investment
for poverty alleviation. The following main objeatis are apposite to this study:

* improving the security and reliability of ‘leaststbenergy services via the establishment of
a competitive and efficient regional integrated rggemarket with harmonized regional
energy policies and regulations, including measutes extend the power grid
interconnectivity,

* to ensure access to affordable energy servicesifat communities via the development of
rural electrification schemes.

Goals for the water sector are similar to thostedtéor energy above:

* to promote the sustainable, equitable, and reasmnadbisation of shared water courses
through regional cooperation in water resources thia establishment of river basin
organisations to manage trans-boundary river baaimgto harmonise water legislation and
polices,

* to develop strategic Regional Water Infrastructprejects via the rehabilitation and
expansion of water infrastructure and the use a$ilglity studies for joint water projects
including transfer schemes, storage and irrigation.

Goals for transport are couched in similar terms:

* to maintain transport infrastructure through systerhsustainable funding and to develop
harmonised ‘user pay’ systems to reduce levelsacklbg and maintenance in conjunction
with the private sector,

* to develop ‘missing’ transport and communicatiarkdi to improve connectivity through the
promotion of PPPs and investment in such linkgidbrvia the private sector,

* to improve appropriate levels of accessibility farral communities via participatory
approaches to infrastructure planning,

» to promote integrated regional investment in tramspnd communication infrastructure by
basing transport infrastructure investment decsmmthe needs of the overall system,

 to promote concessioning to the private sectoroads, railways, civil aviation and
maritime transport,

* to identify regional training centres for the roadilway, maritime and civil aviation and
communication sectors,

* to promote private sector regional associationsaascipants in regional policy formulation
and implementation, and
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6.4

to promote the activities of corridor planning coittees, and establish as necessary
corridor planning committees for all regional cdais.

Recommendations for cross-boundary infrastructre

the phased establishment of a dedicatéioss Border Infrastructure sub -unit or function,
within the proposed SDI unit, comprising the reletvFree State Departments and Lesotho
ministries and incorporating relevant private seatoganisations (with SADC officials
drawn down), to begin to assess, prioritise andesddthe cross border infrastructure needs
and opportunities identified in this study.

The establishment of a PPP facility within the mregd SDI/Corridor Development unit,
capacitated with the support of the South Africareabury PPP facility, the Municipal
Infrastructure Investment Unit housed in the Depelent Bank, and SADC'’s Infrastructure
Cluster/Directorate. Its initial task should bedi@aw in stakeholders with which to develop
the strategies, options, models and modalitiege&vablishing suitable forms of PPP in the
following major service sectors:

For the water services sector:

* bulk water supplies across the Lesotho border,

* a river basin organisation to manage the trans-tyn development of the
Mohakare River and harmonise relevant legislation,

* regional water infrastructure projects includingnsfer schemes, storage, and
especially irrigation to meet the recommendatiarsagriculture contained in this
study.

For the transport sector:

» the establishment of representative corridor plagncommittees tasked with
assessing the transport needs of the future ancethtive priorities for road and rall
infrastructure,

» the upgrading of railway infrastructure for improveross border goods movement,

* the upgrading of major and secondary roads acrossels and between the key
corridor towns on the Mangaung - Maseru actisiis,

* the introduction of labour-based road developmeag@ammes in the tertiary roads
on both sides of the border in support of localagés and agriculture and to
stimulate tourism.

» the lack of proper facilities at the railhead im$é¢ru should be addressed to enable
quicker handling of freight, especially consideringure expansion. At this stage the
upgrading of the existing railhead is envisagedt Bom an urban planning
perspective a new station in the area between dhetand the Ha Tikoe industrial
areas, with a new crossing over the Mohokare Rneght be the best solution. A
study to determine the feasibility of such a statiand the potential for compact
urban development on the land then freed by thstiegi station and fuel depot,
should be pursued. The possibility of a PPP forhsacstation should also be
investigated. The link for a new crossing would exteed 10 km of new line and the
station would then be situated between the twcektraqndustrial sites of the country.
In addition trucks carting cargo from the exististgtion to the factories and back
will no longer congest Maseru’'s streets, and thestig rail-bridge could be
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upgraded to a dedicated bridge for heavy vehialessing at the Maseru border post,
thereby freeing up space and enabling the bordgirtp@perate more efficiently.

For the urban services sector:

* An investigation to consider future bulk end-useramagements with financial
advantages for communities on both sides of thedyofThis aspect should be taken
up with the Lesotho authorities even prior to tinalisation of the Lesotho Lowlands
Water Supply Scheme (LLWSS) Report and a broadepisg study on the
implications on the Free State side should be waken, preferably by involving the
team that worked on the LLWSS. Joint urban servatesild have benefits especially
in the case of Ficksburg and Maputsoe. Investigat&hould be pursued to determine
how the backlog in formal planning and cadastralcdption of the urban stands in
Maseru and Maputsoe could be established includingluation roll for rates and
taxes.

* Consideration should be given regarding how besidigpt and devolve the primary
developmental and planning instruments in the pr®/s statutory Integrated
Development Planning (IDP) procedures to Lesotho.s
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7. Cross Border Utilisation of Social Infrastructure

According to Prof. Michael Khan, “Countries that dot allow people to move freely, in the long
run get stuck. Ideas travel not only in print orotlgh electronic or other connections, but also
between two ears and on two legs. The movemerkiltgéds and informed people is an important
element in the development and transfer of techyyslo*

The patterns in the cross border use of facilaied services between Lesotho and the Free State are
complex. They have important economic and developahemplications and need to be reviewed
in light of SADC policy trends towards more effeetiand stimulatory regional integration.

7.1 Border controls®

Lesotho accounts for over 40% of the movement opfeefrom neighbouring countries through
South Africa’s border posts. The Maseru and Fickgligridges handle a number of travellers by
far larger than any other border posts within thementries.

Three authorities are involved: the South Africemrigration Department (passport control) of the
Department of Home Affairs; the South African PeliServices; and the Lesotho Immigration
authorities. The responsibilities and requiremeritghese different entities are poorly harmonised.
For instance Lesotho has no desire that Southamonitor or record the movements of Basotho
for any reason and would happily agree to the rerhovSouth African passport control.

Much of the border flow is subject to a system i@fraonth concession documents, emergency
travel documents (although recently withdrawn the chagrin of Basotho) and individual travel
permits. Associated with these controls is a blagkket in which “there is no document, permit
regulation or procedure required by SA Immigratadrihe border that cannot be obtained, ignored
or circumvented at a pricé®. Those that wish to avoid immigration controls giynuse the many
well known and unpatrolled river crossings whichkliLesotho villages with Free State farms.
“Criminals based in Lesotho who steal livestocH aftack farms in the Free State use the river to
cross and re-cross [the border]... Immigration andspart control play virtually no role in
controlling these sorts of crimes”.

Both Lesotho and South African immigration offisiadmit that the border controls are ineffective

in controlling the movement of illegal aliens. Tigises beyond mere corruption as Lesotho citizens
are given visitors visas as long as they have \@gsports, and South African identity documents
have never been difficult to obtain.

Prior to 1963 Lesotho citizens were not requireghriesent passports when entering South Africa,
and the subsequent controls that were introduce8duth Africa were due to security concerns.
Since 1994 Basotho have come to expect that timesether controls should be relinquished.

According to Coplan, while Lesotho citizens are @@d by the same South African immigration
regulations applicable to natives of any other ¢gunn practice quite different regulations and
concessions are applied in the case of Lesoth@donamodate local realities. Nonetheless senior
officials of the Lesotho immigration service at Mas Bridge complain that the present treatment
of Basotho is now more obstructive than it was ur&bButh Africa’s National Party Government.

Legislation emanating from the South African Whitaper on International Migration has been
based on the narrow premise that liberalised borelgulations would be to the sole benefit of
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citizens of neighbouring countries, seeking ecowomivantages to the detriment of South
Africans.

However, virtually every business in both Ladybraml Ficksburg has interests and enterprises
across the border in Lesotho which generate ecandevelopment and employment. Most eastern
Free State business people, following Coplan, elibey could not survive in business without
some sort of personal ‘connections’ at the bordet they believe passport controls should be
abandoned as they encourage, rather than rediegm| iactivity. They have accordingly argued for
the harmonisation of legal regulations, reciprogatmissions and agreements. Lesotho business
people maintain that the removal of passport contramuld do much to reverse the ill-feeling
caused by South Africa’s 1998 intervention in Lésdt political processes. Like their counterparts,
across the border, they believe the free movemémieople and goods would promote and
encourage cross border economic activity withost oo disadvantage to South Africa.

The movement of farm labourers, who have been itrgpdtie Mohokare River for generations

without documentation, is becoming increasinglyiclift to control although some believe that the

current permit system provides a measure of priotecigainst farmers who use a labourer’s
‘illegality’ as a pretext not to pay them. Basotiave also tended to acquire South African identity
documents and move into the informal settlementshmaoming on the edges of the Free State
towns of Ladybrand, Clocolan, Marquard, Ficksbang Fouriesburg.

7.2 Cross border use of services

Coplan maintains that attempts to prevent Basathm faccessing South African social services to
which they are not entitled, have perversely resuih a large influx of Basotho into the townships
and the misuse of South African residence and iljedbcuments. He maintains that insofar as
Basotho cause service crises in towns of the eaBtere State, this can only be addressed by cross
border economic integration and development.

A senior official from the Thabo Mofutsanyane DistrMunicipality, who was canvassed for his
views, believes that Lesotho citizens aspire toltbiter life they believe South Africa can afford
them. Lesotho does not offer the free services$oath Africa does. He says it is difficult to tkac
how many Basotho enter the country, both by legdl legal means. With regards to accessing
services there are many Basotho who have acquoath3frican citizenship whilst retaining their
Lesotho citizenship. This has either been by dinhtermarriage or through the normal procedure
of applying for citizenship and qualifying for naalisation. Still others have made use of extended
family clan relations. Thabo Mofatsanyane has nethimany of its Basotho culture and traditional
hierarchies and some people use traditional leadegain access to South African citizenship.

The official reported that the majority of Basotivbo gain illegal access are semi- literate and are
mostly employed in the informal sector. In the arediere there is trucking many Basotho women
work as prostitutes - especially in the areas @k$burg and Fouriesburg. This only serves to
aggravate the HIV/AIDS pandemic in both countries.

The respondent felt that “cross border access kgative impacts on the local municipalities,
which encounter problems of overstretched budgetsrims of providing for registered residents.
The uncontrolled movement makes it difficult to i@sle population control”. Moreover, the burial

of Lesotho residents who die in South Africa andncd be identified becomes the responsibility of
the municipality. He confirmed that cross bordeimer had become a pressing issue for
municipalities bordering on Lesotho. Although temsi do arise between Basotho and Free Staters -
especially around stocktheft and the access tacesrv the official claimed that social relatioms a
relaxed and very healthy due to so many culturpéets such as language, traditions and rituals,
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being held in common. Apparently a district liaismmmittee established to deal with some of the
abovementioned tensions has made no progress dadattk of collaboration from the Lesotho
side.

An interview with another municipal official endexsthe phenomenon of Basotho viewing South
Africa as a terrain for upward mobility. This offat reported a trend for young Basotho to enrol in
South African educational institutions. These asier to track since they require study permits to
do so. He also noted that local residents in thaicipality had been vigilant in exposing Lesotho
citizens who have fraudulently accessed municipalises. Insofar as crime is concerned he made
the telling point that Lesotho has become a hagerriminals evading arrest in South Africa. He
also expressed the view that his municipality’s IB4 not taken proper cognisance of the unique
challenges it faces in serving as a conduit betv@ith Africa and Lesotho.

7.3 Recommendations for cross border social infragicture

Coplan’s recommendations focus on benefits that fioay from the reduction, or total removal of
border controls. It is said this would allow theotgovernments to provide alternative services with
more attractive infrastructure in the same spaapldd claims that South Africa’s public image
would improve, and that business, agriculture, 9pant, tourism and general cross border co-
operation would be greatly enhanced leading to @mndevelopment, job creation, and increased
public revenues and public services in the bordsricts.

A partial easing and streamlining of border costrmduld be instituted, short of the complete free
movement of persons across the border. There asratavays in which this could be achieved,
from instituting separate lines for different caigegs of citizen or vehicle, to foregoing the
inspection of South African passports. Six-monthagssions could be made available on demand
to anyone who requested them. This would benefih besidents and visitors and reduce the
corruption that at present thrives on these cormess

But the most radical alternative would be doing awath the South African Department of Home
Affair’'s operations at the Lesotho border altogetf@r Coplan the benefits of such a move would
far outweigh the risks and disadvantages. This leirappedient is a tacit admission that these busy
border posts cannot, in fact, be effectively cdlgtbsave by the allocation of resources that mre i
any event unlikely to result in benefits in revencellection, crime control, labour market
protection and regulation, or local and nationatusgy. Removing immigration and passport
controls would save budgetary resources and istthhemeans of removing corruption among DHA
officials. This would enhance regional public rewen social order and political stability by
promoting tourism, economic development and jolatwe. It would not create any economic or
security risks that could not be better addressedtier agencies, specifically SAPS and the South
African Revenue Services. The Government of Lesatbold have no objection, and it would
improve the quality of life of all the inhabitard§the Mohokare Valley Zone.

The final recommendation is therefore that a Wagkiorum be established within the ambit of the
proposed SDI/Corridor Development facility outlinedrlier. Within this Forum negotiations and
discussions around the aforegoing recommendatibosld be formalised regarding the phased
introduction of these alternatives. This Forum stidoe endorsed by the Department of Home
Affairs as a regional initiative intended to addresonomic and social blockages.
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8. Conclusion

This scoping study has identified a priority deyateent zone across the Mohokare River separating
the Free State and Lesotho, and has concentrate@chomber of issue areas considered vital for the
more stimulatory integration and development of thgion. There exists ample potential for
specific areas of co-operation, change, and investravhich could contribute to solving social
problems and simultaneously stimulate economiciastitutional development.

The major stumbling block at this stage, is thatlevibhe Free State and Lesotho are directly
dependent on one another in a number of importayswthere exists no framework within which
they can directly communicate and negotiate witle @mother. Diplomatic protocol demands
liaison via Foreign Affairs in Pretoria, and dirgctvith the SADC in the case of Lesotho. Ways
and means have to be found to enable practicalimgidgroups, comprised of state and non-state
actors on both sides of the Mohokare River, toglesind adopt instruments and arrangements
whereby both regions progress from poverty tspeoity.

As noted in the perspectives detailed in the intotidn to this study, innovative forms of public
and private sector interaction in the design arvely of appropriate actions and investments are
what is needed. For this reason this analysis pteddor an approach informed by the SDI ethos,
but taking cognisance of some of the SDI limitasiofparticularly the inflexible adoption of central
government conditions and prescriptions), so agaatglect local specificities. Without sufficient
recognition or understanding of these, any cemtrhtected initiatives will be undermined.

The recommendations in this report have alwaygisoto incorporate the SADC principles of
additionality andsubsidiarity, as outlined earlier. RISDP principles aimed agacaty building and
local ownership, and which encourage the maximurgagement of regional expertise and
institutions for programme management and impleatent, have also been adhered to. There is an
allied need to draw down expertise from SADC, anel NEPAD Secretariat, to engage in the
preliminary formulation, and subsequent supportthef organisation and operation of a targeted
Corrridor Development Programme, undertaken witheprecepts of the ‘best practice’ aspects of
the Southern African Cross-Border/ SDI programme.
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Appendices

Table 1. Temperatures :Northern Zone.

el Average maximum and minimum temperaires at two measuring stations in the Northern Bordr Zone
Jan Feb March April May June July Aug Sept Oct
Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min | Ma
13.€ | 25.€ | 13.2 | 25.€ | 10.€ | 24¢ | 7.¢ [ 22C | 2.7 |19.2 |0.€ |15¢ | 1C |16.z |2.C |18.c |57 |21.7 8. |23
e
n
ow | 6.8| 18.1] 6.3 172 45 163 14 13.1 11.3 8.8 8.8 10.6 13.3 15
je'
Table 2: Rainfall:Northern Zone
Average monthly and annual rainfall at two meagyustations in the Northern Border Zone
Jan | Feb | March | April | May | June | July | Aug | Sept | Oct | Nov | Dec | Average
Butha- | 108.8| 103.5| 114.7 | 57.2| 21.2 13.9 9.8 27.31.2|75.8 | 102.2 100. | 766.0
Buthe 6
Oxbow | 162.2| 143.1| 151.3 | 87.5| 31.4 19.3 13|83.3|52.1|135.1| 147.4| 170. | 1147.7
Lodge 6
Table 3: Employment:
Percentage distribution by employment statu
Employment Status % of the total population % of the economically active
Unemployed 38.( 18.7
Employer 0.2 0.3
Own account worker/farmer 3.0 4.6
Regular wage/salary 11.9 20.2
Casual worker 1.8 3.1
Unpaid family worker 4.6 6.9
Home maker/housewife 18.1 28.9
Student 19.1 13.4
Other 3.6 3.6
Source: Census 1996
Table 4: Comparative agricultural performance
Agricultural performance in grains in the three zones and compared to the national averay
Maize Sorghum Wheat
yield/ha | % of nat yield/ha % of nat yield/ha % of mat
Northern Zone 0.98 1.348 0.895 1.334 0.918 1.51
Mohokare Valley 0.834 1.147 0.814 1.217 0.54( 0.891
Southern Zone 0.504 0.698 0.547 0.814 0.55¢6 0.917

lMetereology records for the rest of the year niabke, since they indicate Oxbow Lodge to haveraye minimum temperatures far
higher than those of Butha-Buthe and also outbid@tverage minimum temperature pattern for thiedfiraonths.
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Table 5: Education

Education statistics ; 2002
Pupils School: |Classroom:Teacher-pupil ratio % qualified teachers|Pupils per class roon
Butha-Buthe 26883 75 783 42|2 64.0 34.31
Leribe 68027 174 1726 47.3 78.5 39.41
Berea 53884 11p 1432 48.0 74.0 37.61
Maseru 86333 22p 2587 456 78.6 33.37
Mafeteng 47202 13p 1177 4711 73.0 40.1¢
Mohale's Hoek 39811 15¢ 1202 45.4 67.9 33.12
Quthing 2740% 11p 852 504 69.7 32.17
Qacha's Nek 18496 101 691 458 67.8 26.77
Mokhotlong 20549 101 743 458 61.0 27.6¢
Thaba-Tseka 30078 138 907 556 59.7 33.1¢4
Total 418664 1333 1210( 34.6(
Source: Ministry of Education
Table 6: Health
Health Statistics; 2002
Health | Hospital| Population No. of No. of No. of | Doctor-patient ratio | Health care worker
service doctors nurses beds ratio
area
Butha-
Buthe  |Buthabuthd 10752} t 4 108 15360 2622
Leribe  [Motebang 233231 5 50 287 46644 4564
Berea _ [Berea 157534 8 50 1p8 19492 3[L51
Maseru |[Makoanyan 5154 139D
e 30435p 4 35 38
Q.E. 11 5b 144 4%0
Mafeteng [Mafeteng 181745 8 61 2b0 22119 2p8o
Mohale's [Maluti 95341 b 7} 190 15890 1288
Hoek
Ntsekhi 160292 b 63 135 32058 2544
Source: 2002 Health Statistics
Table 7: Temperatures
able 7: Average maximum and minimum tempeatures at measuring stations in the Mohokare Valleyone
Jar Fetk March April May Junt July Aug Sep
M M M M M M M M M M M M M M M M M
i a i a i a i a i a i a i a i a i
n X n X n X n X n X n X n X n X n
1 2 1 2 1 2 7 2 2 1 1 1 1 1 1 1 5
3 8 3 7 0 5 . 2 . 9 6 6 . 9 .
. 8 . 4 . 7 . 9 . 5 . 7
8 0 2 1 9 3 5 7 4 7 4
o€’ 1 2 1 2 1 2 7 2 2 1 3 1 5 1 1 1 7
3 8 3 6 0 5 . 2 . 9 5 . 6 . 9 .
. . . 1 . 4 . 1 4 . 6 . 6
8 1 2 6 6 0 1 7 7 5 0
1 2 1 2 1 2 9 2 6 1 3 1 3 1 5 1 8
4 7 4 6 2 4 . 1 . 9 . 5 . 6 . 8 .
6 8 0 2 7 3

The measurements for the winter months cannobivect, but were supplied by Metereology.
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3 1 3 4 7 4 6 2 2 0 5
ng 1 2 1 2 1 2 1 2 6 1 3 1 2 1 5 1 9
5 7 4 6 3 4 0 1 . 8 . 5 . 6 . 8 .
. . . . . . . . 5 . 0 . 9 . 4 . 3
5 2 9 3 3 6 3 8 8 6 2 4
1 2 1 2 1 2 8 2 3 1 1 1 1 1 2 1 6
4 8 4 7 2 5 . 3 . 9 . 6 . 6 . 9 .
. . . . . . 3 . 7 . 0 . 4 . 7 . 8
8 7 4 9 3 9 0 7 8 8 6
Table 8: Rainfall
Average monthly and annual rainfall at two meisuring stations in the Northern Border Zone
Jan Feb vMarch  April  May June July Aug pept Dct Nov Dec Annual
Hlotse 05. 8. 9.¢ 7.1 12.¢ 0. W 0.€ 6. 2.2 )2, 8.¢ 89.¢
Waputsoe 01t 8.1 6.2 6.2 )1.¢ 6. & 5.2 3.1 53.C )4.¢ 3.( 96.¢
Peke 3.€ [28.1 28.1 0. 5. .2.¢ 5.7 5.7 8.¢ 1.4 9. 104.¢ 175.1
Y 06.¢ 0. 00.¢ 5.C 2.2 2.¢ .4 8. 8. 7.4 )8.£ )5.( 119.:
Mapoten 17. 6.2 8.4 0.C 8.7 0.7 b€ 8. 8. '9.€ )7.( )3.E 117.6
Maser 91. 83. 86. 59, 27. 14 11, 28. 23, 83. 96. 83.
Vioshoeshoe 126 110 121 50, 25, 12, 7. 21, 28, 79. 89. 102
Table 9: Gender
Gender profile of urban areas in 199
Urban areas in Mohokare | Urban areas in the rest o Total urban
Valley Zone the country population
Male Female Male Female Male Female
% of the total urban population 46.1 53.9 46.9 53.1 46.3 53.7
Table 10: Employment: Mohokare
Percentage distribution by employment status inhte Mohokare Valley
Employment StatLs Percent of TotalPercent of population in thg
Population economically active age group
Unemployed or subsistence farming 35.3 18.9
Employer 0.1 0.2
Own account worker 4.0 6.
Regular wage/salary earner 20.2 32.1
Casual worker 1.5 2.3
Unpaid family worker 2.4 3.3
Home maker/housewife 13.4 19.8
Student 19.9 15.p
Other 3.2 2.9

Source: 1996 Census
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Table 11:Pass rates

Table 11: Failure and pass rates for Grades 1 #in 2001
RepetitionPror

Butha-Buthe 20.4
Leribe 21.3
Beree 22.7
Masert 20.9
Mafetenc 22.1
Mohale's Hoel 22.1
Quthing 25.7
Qacha's Nel 27.
Mokhotlong 26.(
ThabeTseke 57 3
National performanci 22.§
Source: 2002 Education statistics tables
le 12: Temperatures
rage maximum and minimum temperatures at three masuring stations in the Southern Border Zon

Jan Feb March April May June July Aug Sept

Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min | Max | Min
etengTown | 13.7| 27.6| 13.5| 26.7| 12.7| 24.1| 85| 21.3| 4.7| 17.8| 1.6| 14.7| 1.4| 150 3.3| 17.8| 6.7
oek Town | 14.3| 28.6| 14.1| 27.8| 11.7| 25.3| 8.3| 22.2| 46| 189| 1.7| 159| 1.4| 159 3.6| 18.8| 6.9

Table 13: Rainfall- Southern zone
Average monthly and annual rainfall at two neasuring stations in the Northern Border Zone
Jan | Feb| March | April | May | June | July | Aug | Sept| Oct | Nov | Dec Average
Mafeteng | 117.5| 93.1 83.3| 57.1| 26.3| 14.5| 8.9|23.0| 25.8| 62.2| 93.1| 64.9 669.7
Mo'Hoek | 110.7| 94.7| 108.6| 60.2| 17.5| 20.3| 13.7| 21.2| 39.6| 69.1| 86.7| 107.3 749.7
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Table 14: Employment

-Southern Zone

Percentage distribution by employment status in th Southern Zone
Employment Status % of total population % of the People in the
economically active age group

Unemployed & subsistence farming 32.0 14.0
Employer 0.1 0.1
Own account worker 2.9 4.5
Regular wage/salary 14.6 23.8
Casual worker 2.1 3.3
Unpaid family worker 3.5 4.9
Home maker/housewife 19.7 29.6
Student 21.4 15.8
Other 4.1 4.Q
Total 100.( 100.p

Table 15: Labour

Workers per industrial estate 1994- 2004
199/ % of Total 199¢ | % of Total | 200¢ % of Total

Mafeteng g 0.99% 98 0.456 2795 6.5136
Maputsoe 1682 17.074 4959 23.080 11839 27.685
Maseru (old) 1239 12.577 6368 29.638 10350 24.203
Maseru (Thetsane) 6832 69.353 10061 46.826 17779 41.576
Total 9851 21486 42763

Table 16: Annual Imports for the Financial Year 20@/2003 for all border posts

Septen- | October

BORDER April May June July | August ber November| December| January
Maseru Bridge 23578675 138235494 1905449248412936¢4 17470138316667191 215366571 233227099  248459818396309C
Maputsoe 5633583| 4601412 514141126533117D0 551143947688620D 64244306 68464006  624317024775465
Maseru Station 3409395| 11735698 81626(0523152458 198773221253182p 20482955 12655386 3061033 551545
\Van Rooyens 1699333| 9754456 1356953417548570 117202801488561p 11292565 16522448 18352434 725916
C/spoort 801943| 7408552 9835707 10807248 1050977512654855 10469765 9511130 11567257 1330238
Maseru P.post 3609884 3396428 3291777 3582292 3483393 4065110 3469865 3155248 3914134 615092
Qacha's Nek 263123| 241134F 2540099 3750488 2110047 4163172 2130329 213337} 4830486 161946
Makhaleng 159364 1412338 1658613 2092902 2526246 1762284 28946719 2199050 4327087 299481
Rama's 44926{ 105356 69768 85123 92425 14836556 91930 67468 266884 4627
Tele 96803] 1104852 888747 980611 720893 964896 970656 681028 2280106 96229
Moshoeshoe 1 41764] 436430 461580 362441 528818 600443 491046 546228 4989718 32914
Sani Top 44926 173535 243962 274418 854571 408679 374240 244556 429264 8438
Peka 41922{ 348408 361545 493012 449825 674945 678177 556057 521786 36639
M.M.B 160639| 110476 106795 301766 299737 171838 92475 199097 578157 e
Sephaaphapo's 28268] 147049 172047 137777 243873 254230  2087Q9 155012 184877 (
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Mononontsa's 141171 5844 66234 89039 5214j7 6970% 4830[7 61487 148687 5422
Tsupane 47891 31408 33109 51119 4122 48962 33606 35407 70738 893
Dilli-Dilli - - - (
3651161| 222884{2834211|3131697{2833263(13616465|3333401 2260794
TOTALS 2 93 9 3 2 6 0 350414078 3619234p9 £
Table 17: Crop production
Average crop production 1983/84 1998/99 (excluding 95/9¢
District Maize Sorghurr Whea ‘ Bean: Pea:
Area  |Yield |Yield |Area |Yield |Yield |Area  |Yield |Yield |Area [Yield |Yield |Area |Yield |Yield
planted [tonnes ((ton/ |planteltonnes|(ton/ [planted [tonnegton/ |plantedin (ton/ ha)planted |in (ton//
ha) d ha) ha) tonnes tonnes |ha)
Butha-Buthe 6526 6398 0.980 20931873 0.895 536 510 0.918 379 210 0/554 261 47 (.180
Leribe 31074 25332 0.85 57904493 0.776 1675 950 0.567 3111 1p10 0}389 726 |188 p.259
Berea 22198 18784 0.844 55694471 0.808 767 230 0.209 2216 590 0J311 609 104 0.170
Maseru 23455 19910 0.849 76916534 0.850 3816 2200 0.977 2361 1152 0,488 1240 | 281 [0.227
Mafeteng 22421 9938 0.443 122736250 0.509 6128 1497 0.244 2186 493 0}226 1907 | 304 p.159
Mohale's Hoek 12308 7564 0.615 9655753 0.595 4378 4342 0.992 1246 [f20 0}|578 807 |308 p.381
Quthing 7476 5071 0.6V8 37622360 0.627 3025 1258 0.416 {70 593  0]771 553 |[192 0.347
Qacha's Nek 4958 2134 0.430 1p2142% 0.379 1531 824 0538 307 193 0/628 386 [140 0.362
Mokhotlong 7416 5268 0.710 553 320 0.578 4403 2826 0.642 5§57 572  1)027 776|279 0.359
Thaba-Tseka 10988 7735 0.y07 1930376 0.718 5283 4504 0.853 611 362 1/411 1093 | 443 p.405
Nat total 148768 108083 0.727 50458385% 0.671 31563 19141 0.606 13745 6693 0.487 |8358 |2285 30.27

Source: RUICON Database compiled from variousntsfoom Bureau of Statistics and Ministry of Agriture

Table 18: Mohokare crop production

Mohokare Valley Zone's contribution to crop production in 2000/
Summer crops Winter crops

Maize |Sorghum Beans| Wheat | Peag
Leribe Lowland 2967 453( 616 2397 44
Berea Lowlanc 2299 2704 126( 0 1
[Maseru Lowlanc 2128] 5264 327 0 0
Total Lesoth 124754 45354 786( 50754 6384
[Mohokare Valley Zone as 59.3 27.6 28.( 4.7 0.1

Based on BoS Agricultural Census 1999/2000 withzenatatistics adjusted to the 18-year average.

Table 19: Mohokare livestock

Mohokare Valley Zone's share of the nation: livestock flock in 200(
Cattle Sheep Goats
Leribe lowlands 7600 3060 4020
Berea Lowlands 8000 5650 3760
Maseru Lowlands 6560 3300 3950
Lesotho 755134 110910 93760¢
Mohokare Valley Zone as % 29.34 10.8] 12.54

Based on BoS Agricultural Census 1999/2000
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Table 20: District Urban Population

Urban population by district
196¢ 1986 1996 2002
District
Butha-Buthe 1337 6957 12822 18499
Leribe 379¢ 24307 48386 82600
Berea 541 1685% 26269 342009
Maseru 1705 136734 225172 303480
Mafeteng 3221 14579 24748 33930
Mohale's Hoek 3534 8329 18489 29832
Quthing 1213 680( 13724 20828
Qacha's Nek 76( 4881 504( 5131
Mokhotlong 68( 2454 4606 6721
Thaba-Tseka Nil 215( 4514 7051
Total 3702] 224051 383774 542281
% of total population 3.8% 14.06%  20.65% 25.82%
Mohokare Valley Zone urban pop as % of total urban 70.9&1 79.4( 78.13 77.50
Table 21: Projections about urban growth to 2030
Zone Urban area 2005 2010 2020 2030
Northern Zone Butha Buthe 36836 42496 56011 78718
Mohokare Valley Zone Maseru 277614| 344303 487981 794156
Maputsoe 56147 69635 101110 164549
Teyateyaneng 26344 28943 32933 39973
Hlotse 22541 24164 2749% 33373
Southern Zone Mafeteng 36627 42255 53043 74603
Mohale’s Hoek 25511 29430 36944 51941
Source: Lesotho Lowlands Water Supply Scheme Bial Report
Table 22: Sector Contribution
The contribution of different sectors to the Lesotlo GDP (percentages
1982| 1985| 1988| 1991| 1994|1997 2000 2003
o 217 19.0 20.3 14.1 15 14.3 16.4 147
£ |Agriculture 18.1 18.8 20.3 13.9 152 14.3 16.2 145
& Crops 11.1 10.4 11.7 8.4 9.5 9.7 10.5 8.7
S| Livestock 6.1 74 7.¢¢ 4. 4.9 4.1 5.1 5.9
-Dg_ Agric service 15 12 104 1. 0.9 0.€ 0.§ 0.5
Mining & quarrying 3g 03 01 02 0.0 0.1 0.1 0.1
_§ 21.5 22.2 23.0 30.6 32p 37.4 35.8 37.9
8 Construction 124 11.6 10.6 17.6¢ 16.4 16.2 15.9 15.8
gManufacturing 8.7 10.1 116 115 136 14.7 14.y 177
_g Food & beverages 64 69 6.1 57 6.8 6.5 5.7 7
g Textiles, clothing, footwear 0. 12 33 41 48 5.1 6.1 ?27?
3 Other manufacturing 16 2.020Q0 17 25 2.7 2.9 7
) [Electricity & water 04 0% 07 1% 22 6.5 5.1 4.4
L. 44.6 45.9 409 38.6 39.5 37.9 38.8 381
5 4EWhoIesaIe&retaiI 54 6.7 64 6.8 7.8 8.2 7.9 8.4
5 gHoteIs & restaurants 13 11 11 11 10 1.2 1.3 1.8
™ [Transport & communication 3§ 37 33 37T 34 34 3.1 3.8
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Transport & storage 33 3418 23 21 23 1.8 2.0
Telecommunications & post D5 0418 1.3 13 1.1 1.3 1.8
Financial services 41 43 39 48 43 2.6 4.2 3.9
Real estate 139 129 109 7.1 6.7 5.6 4.7 4.8
Owner occupied 11.7 10.89Q9 7.0 47 3.6 3.1 3.8
Other services 22 21 19 01 20 240 1.4 1.5
Government services 14.6 155 14.0 13.9 150 15.8 16.6 153
Health services 14 17 16 13 18 1.5 1.7 1.5
Education 5. 5.8 54 68 73 7.5 7.6 1.5
Other services 74 80 70 6 59 6.8 1.3 6.3
Community services 14 16 12 1P 12 1.0 1.0 1.0
Indirect taxes 12.2 129 158 16/713.1 108 9.0 9l4
GDP at purchaser prices 100.0 1000 1000 100.@00.0 100.0 1000 100.0
Net primary income ex territory 424 375 36,3 30{925.9 20.5 174 ?2P?
Net transfers 59 13.1 121 12|915.1 15.2 119 ?P?
GDP as % of GNI 51.1 49.4 51)6 56,359.0 648  70[7 2P?
GNI 100.0 100.0 100(0 100.000.0 100.0 1000 ?P?
Source: Central Bank
Table 23: Income: Government of Lesotho
Sources of income for the Government of Lesoth
1985/86 % 1991/2 % 1994/5 | % 200112 | % 2002/3 %
Total GoL income: 316.6 969.3 1581.8 31225 3408.8
Income before grants: 246.6 77.8D 820|1 84.61 143855 90.94 2864.9 91.76 3077.2 90.2
Taxes: 49.3 15.5¢ 277|6 28.64 4236 26.18 942.0 30.17 11247 32.9
Income Tax: 25.7 135.4 224.4 5791 710.6
Individual Income Tax 18|12 5.J5 73.5 7.58 140.1 8.86 361.6 11.58 4437 13.0
Company Tax 7|5 2.87 61.9 6.39 84.8 5.33 217.% 6.9f 267.( 7.8
Sales Tax/VAT 19/8 6.25 112.7 11.63 149.8 9.47 306.5 9.82 323.6 9.4
Other tax revenue 1.5 4.4 8.2
Fuel levy 2.8 0.73 295 3.04 49.4 3.12 52.0 1.67 82.3 2.4
Customs Revenue 161.1 50.88 424{1 43.74 84090 53.16 1438.2 46.06 1470.0 43.1
Non tax revenue 36.2 11.4B 118{4 12.22 1740 11.00 4847 15.5p 482.% 14.1
Grants 70.0 22.11 149|2 15.39 143.3 9.06 257.6 8.2b 331.4 9.7
Source: Ministry of Finance
Table 24: Mineworkers’ origins
Number of mineworkers according to district of oiigin 1986-2002
Butha- Mafete M’ Quthin Qacha's Mokhotl
Maseru |Buthe |Leribe Berea |ng Hoek [g N ong Total |Remittances
1908¢ 20167 8664 13247 109664 13357 8571 9139 5563 3215 9288¢ 9546839
1987 32619 9186 14659 12003 14821 950 9519 5513 3341217 11484293
1988 23020 8947 14602 11707 14384 95p5 9317 5414 29@986(0 34780634
198¢ 23999 90371 15261 11801 1465¢ 9605 921( 5421 275110174] 40841786
199( 23983 897§ 15033 11601 14181 9573 8851 5084 2423 99701 47243624
1991 22571 852§ 14159 10984 13339 910§ 8314 483( 2064 938971 34438076
1992 24701 7928 12326 982P 11838 960 7Q72 6338 3808519 28396313
1993 23010 7883 13693 10087 12469 83R1 77143 4256 2488940 31869922
199¢ 32197 6799 13005 976(4 12907 8714 7864 4311 253( 9807¢ 32913977
199t 10954 9904 10697 9874 10977 9984 9764 7937 7854 87944 38291541
199¢ 10794 96671 10554 949§ 1049§ 9502 9647 6699 5499 82357 49524370

56

©

=

©



1997 15447 7983 9471 768F 9780 8171 6998 5948 487360 494750207

199¢ 1634( 8491 58064 4774 2371 9245 5391 1599 642§ 60449 59592580

199¢ 14687 4465 9194 4390 7743 5213 3754 181( 1234 5248¢ 51306318

200( 14874 435( 9257 3794 8261 4637 3324 163¢ 1230 5135] 47676491

2001 14868 416ff 9425 323p 7784 3870 3205 2054 10140599 547274374

2002 1735% 4354 11194 3221 8303 4312 2910 1554 11&H439(0) 623763898
Source: TEBA

Table 25: Manufacturing incentives

Incentives for manufacturing industrialists in Lesaho

Land and Infrastruct

LNDC provides
Fully serviced industrial plots that could be |lehfar 30 years at a marginal grou
levy if industrialists want to erect their own laifigs. Property tax would then K

payable to the local authority.

General-purpose built factory shells that couladrged. Waiving of rent for sever
months is offered as an additional incentive whesidry space is available (whig

is since 2001 no longer the case)

Capital Allowances

The following incentives are availak

40% depreciation on building and plant capital exiieire in year 1

Low interest loans for financing of up to 60& ofetltost of imported plant an

machinery.

Tax incentives

A 15% maximum tax rate on profits earned by mantufirmgy companies.
No withholding tax on dividends distributed by m&muturing companies to local ¢
foreign shareholders.

Free repatriation of profits derived from manufaictg profits.

A tax holiday of up to 10 years can be granted updgain circumstances

Other incentives

Training allowances of 50% of cost of certain tihain programs for loca

employees.

Financial incentives

Unimpeded access to foreign exchange.
An export finance facility and guarantee scheme
Long term (up to 10 years) fixed interest loans

Source:

Table 26: Assisted companies

LNDC

=

nd
De

o

r

I

LNDC Assisted Manufacturing Companies 2004 1999 1994

Compan' Yeal Origin Produc Number of Workel Markets Estat¢
Loti Brick 197¢Lesoth¢ Bricks 15¢ 15( 153RSA/Lesothi  [Thetsan

Masianoke

Basotho Canners 1979Lesotho Agro-Products 0 Lesoth g
Lesotho Milling 198(RSA IAgro-Product 235 182 18¢Lesothe Maputsor
Lesotho Brewin
Co. 1980Lesotho Beverages 340 336 330Lesotho Maserl
Lesotho Umbrell |198IRSA Umbrella: 84 84 84RSA/EL Maputsor
Lesotho Ste: 1984 esoth¢ Structura 20 20 20RSA/Lesothi  Masert
Lesotho Motg
Engine 1985RSA Auto parts 20 16 17Lesotho Maseru
Sotho Developme |198€lsrae Engires RSA/Lesothi  [Thetsan
Polte) 198€Honc-Kong  PJean 50RSA Thetsan
Maseru Clothin 198€RSA Sportswee RSA Maputsor
Lesotho Hag 198€Taiwar T-Shirts 140( 140( 141(RSA Maputsor
Gatti Ice Crear 1987RSA Confectior OLesothe Masert
CGM 198’ Taiwar Jean 188¢ 3300 320(USA Thetsan
LPC 1987Lesothc Pharmaceutic 10(¢ 98 98RSA/Lesoth:  |Mafeten
Lesotho Baker 198§RSA Bread, Con 13¢€ 139 127 esoth¢ Thetsan
Lesotho Sandsto |198¢taly Blocks Lesothc Masert
Super Kknittin 1989Taiwar T-Shirts 80¢€ 89( 872USA Masert
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Keota Electronic  |1989RSA TV's 285 282 28ERSA Thetsan
C&Y Garment: 199(Taiwar Jean 195( 2200 213(USA Thetsan
Supreme Brigt 199IRSA Jean RSA Nyenye
Sun Textile 1994Taiwar Pants/-Shirts 1014 92( 88YUSA Thetsan
Springfield Footweg 1995RSA Shoe: 127¢ 129¢ RSA Maputsor
Evergreen Textile |1995Taiwar T-Shirts 0 RSA Thetsan
United Clothing 199€¢Taiwar Jean 1811 1871 USA Thetsan
J&S Fashior 199€Taiwar Skirts/T-Shirts 58( 585 USA Thetsan
Vogue Landmar  |199€Taiwar T-Shirts 1147 140( USA Nyenye
BA Tex 1997RSA Kids wea 272 23¢ RSA Nyenye
LMA 199iLesoth¢ Knitweai 0 Lesothe Masert
Pioneer Plastis 199iLesoth¢ Plastic: 0 Lesothe Masert
Carca Footwei 1997RSA Shoes 597 36( RSA Nyenye
Teboho/Shinning.(
nt 1997 Taiwan T-Shirts 11p0 14 USA Maseru
Lekim Textile: 1997iSingapor T-Shirts 0 USA Thetsan
Maluti Textiles 199¢Taiwar Jean 50( 62( USA Thetsan
Mu Plastic: 199¢Taiwar Plasti( 8 12 Lesothe Masert
CeeBe 199¢Lesoth¢ Jean 337 0 RSA Maputso
Heritage 199¢Namibie Jean 0 RSA Masert
Lekokoanen
sandstn. 1999L esotho Sandstone 14 Lesotho Berea
Precious Garmer |1999Taiwar T-Shirts 387¢ 360( USA Masert
Presitex Clothin | 200(Taiwar Jean 270( USA Thetsan
Reflex Footwee 200(RSA Shoe: 359 RSA Nyenye
Tai Yuar 200(Taiwar T-shirts 945 USA Thetsan
Hong Kong In
Knitters 2000 Taiwan T-shirts 10 USA Nyenye
Hippo Knitting 200(Taiwar T-shirts 130( USA Masert
Nien Hsing 200]Taiwar Jean 229" USA Thetsan
Chaine: 200]Taiwar T-shirts 70 USA Masert
Export Unlimitec  |200JRSA T-shirts 307 RSA/USA Nyenye
E-River 200]Taiwar T-shirts 41€ USA Masert
Maseru E-Textile | 200]Taiwar T-shirts 43( USA Thetsan
N River 200]Taiwar T-shirts 562 USA Masert
C Rivel 200]Taiwar T-shirts 805 USA Masert
King-Ang 200]Taiwar T-shirts 90( USA Nyenye
P & T Garmenti 200]Taiwar T-shirts 269¢ USA Mafeten(
Humin Jeanswe  |20(2RSA Jean 249 RSA/USA Nyenye
Global Garmen 200ZTaiwar Jean 179( USA Thetsan
Lesotho Carto 200ZTaiwar Paper cartc 55 Lesothe Masert
Wonder Garmer | 200ZTaiwar T-shirts 33( USA Masert
Raytex Garmen |200ZChine T-shirts 52( USA Nyenye
Santi Kor 200ZTaiwar T-shirts 70( USA Thetsan
TW Garment 200ZMalaysie T-shirts 833 USA Nyenye
Five-Eight 200ZChine T-shirts/sweate 22( USA Masert
JW Internation: 200ZRSA Work wea 24( USA/RSA Nyenye
/Astoric Bakery 2003RSA Confectioner 50 Lesotho/RS/ Masert
Sweat su 2003Mauritius Garment 37( USA Masert
Alley cat Lesoth  [2003RSA Jean 65( USA Maputsor
Baneng Lesott 2003Singapor T-shirts 60( USA Thetsan
Ever Uniso
Garments 2003Taiwan T-shirts/pants 1 USA Nyenye
200(

Tzicc Taiwan T-shirts 197 USA Maseru
TOTAL WORKERS 4277 2150( 9851

Source: LNDC
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Table 27: Manufacturing employment share

Employment share of manufacturing concerns
200¢ 199¢ 199/
Workers | % Share | Workers Share % Workers Share-%
Textiles & footwear 41275 96.49 20178 93.83 85p1 86.8(
Food & beverages 761 1.7 651 3.03 640 6.5(
Building materials 1899 0.44 184 0.86 173 1.76
Other 552 1.24 492 2.29 487 4.94
Total 42777 10d 2150p 100 9851 104
Based on LNDC data
Table 28: Preferences :US Trade
The hierarchy of preferences in the US trade regirr Share of | Ave. tariff
us on imports
imports in
2001
Level 1: Free Trade Agreemen{sCanada and Mexico in the North American Ffee 31.7% 0.1%
Reciprocal (FTA) Trade Agreement (NAFTA)
preferences Israel, Jordan.
Level 2: African  Growth  and| Sub-Saharan Africa countries enjoy duty-free 0.8% 0.7%
Non- Opportunity Act (AGOA) | access for nearly all goods. Some also have duty-
reciprocal and quota-free access for textiles and apparel.
regional Caribbean Basin Initiative Central America and Caribbean countries enjoy 1.8% 2.8%
preferences | (CBI) duty-free access for most goods and Narth
American Free Trade Association.
Andean Tradg Four Andean countries enjoy duty-free access| for 0.8% 1.5%
Preferences Act (ATPA) | most goods.
Level 3: Generalized System df Beneficiaries enjoy duty-free access for some 9.8% 3.6%
Non- Preferences (GSP) goods, but many items are excluded. For Leas-
reciprocal developed countries (LDC) the product range is
global wider than for the rest of the countries.
preferences
Level 4: Normal Trade Relations This covers most of Europe, the East and spme 53.9% 2.2%
Non- (NTR) erstwhile Communist countries.
preferential Denied Trade Relations Cuba <0.1% 35.1%
treatment (DTR) The Democratic People’s Republic of Korea
Trade embargoes Iraq (prior to the invasion). Iran 0.4% 0.3%
100% 1.6%
Source: UN

Table 29: AGOA exports: S.A and Lesotho

Exports under AGOA from 2001 to 2003 for SouttAfrica and Lesotho in US $ million
% Growth in export 200
2001 2002 2003 2003

South Africa Transportation equipment 300 545 731 143.67
Minerals & metals 317 372 3p7 25.24
Chemicals & related products 126 130 175 38.89
IAgricultural groducts 70 124 133 68.31
Textiles & Apparel 3B 88 131 296.97

Lesotho Lesotho textiles 130 318 373 186.92

Source: AGOA web site
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Table 30: Total US Sub Saharan Imports

Sub-Saharan Africa: U.S. imports, total under the African Growth and Opportunity Act (YTD = Jan -
Mar) AGOA-eligible countries only
(Thousands of dollars, Customs value)
Country TOTAL TOTAL TOTAL | TOTAL AGOA AGOA AGOA AGOA
2002 2003 2003 YTD {2004 YTD including | including | including | including
GSP GSP GSP GSP
provisions | provisions | provisions | provisions
2002 2003 2003 YTD | 2004 YTD
Nigeria* 5,819,608 10,113,618 2,603,010 3,398}713 5,409,660 69D3S 2,396,081 3,149,015
South Africa 4,235,974 4,887,962 1,108,048 1,288(453 1,342,594 BB{8, 372,224 335,560
Gabon* 1,622,041 1,927,715 476,219  534/378 1,145,627 77458 255,508 366,31
Cote d'lvoire 381,860 490,248 210,296 212|583 49,733 033B, 14,8583 18,222
Congo (ROC) 223,824 407,186 112,250 73,055 106,633 84a0,7 95,211 57,901
Lesotho 321,47% 393,056 82,303 101,188 318029 372,674 811,887 997.6
Madagascar 215,9p3 383,329 53)261 121,076 79,728 187,879 22,387 61,079
Mauritius 280,433 298,096 81,266 68,217 114,292 143,077 1,573 39,227
Kenya 189,156 249,187 56,550 80,[750 129,210 184,441 44,19 68,845
Cameroon 172,057 193,319 36,P81 77,653 115,804 147,011 3825 66,05p
Congo (DRC) 0 173,867 56,083 35,485 0 119(471 46,466 91,98
Swaziland 114,464 162,033 31,715 43[242 81,252 133,975 , 7026 39,057
Namibie 57,353 123,249 17,287 44,708 1,17 46,755 5,011 211,302
Ghana 115,641 83,603 23,852 27,303 34,830 40,586 11,413 16498
Malawi 68,109 80,076 18,487 24,702 46,904 59,256 10,415 , 1582
Guinea 71,600 69,226 17,651 13,796 68 194 60 13
Uganda 15,197 34,883 6,437 7,677 32 1,509 191 836
Ethiopia 25,659 30,496 5,816 4,619 2,820 2885 830 1,102
Tanzania 25,343 24,234 5,605 5,884 1{293 1,569 371 361
Chad 5,700 22,434 395 107,165 0 14478 36 70,447
Seychelles 26,291 15,324 7,068 664 0 3 0 0
Botswana 29,732 13,642 4,560 13,302 4,578 6,324 926 3,532
Zambia 7,790 12,469 2,209 5,513 83 510 11 54
Mozambique 8,160 8,711 1,249 855 5,016 7,917 1,120 191
Sierra Leone 3,833 6,478 1,421 2,627 217 75 0 174
Cape Verde 1,811 5,610 1,294 736 51 2)465 537 519
Senegal 3,799 4,3P6 775 534 199 720 142 125
Niger 897 4,034 346 12,445 p2 63 36 0
Rwanda 3,086 2,623 6[L9 900 10 6 0 0
Mali 2,584 2,394 616 555 342 262 6 16
Cen African Rep 2,004 1,959 §16 0 192 43 0 0
Guinea-Bissau 35 1,912 1,843 98 0 0 0 0
Mauritania 92p 929 119 3,6/73 35 3 0 0
Djibouti 1,91% 61b 307 368 23 7 0 17
Benin 680 60PR 12 242 0 0 0 0
Eritrea 369 251 106 0 11 0 0 0
Gambia D 134 19 102 0 20 0 8
Sao Tome & Prince 391 01 55 47 0 0 0 0
lAngola* 0 0 a 903,668 0 0 0 833,517
Total 14,055,698 20,229,905 5,026,695 7,216,376 8,991,705 03468% 3,443,543 5,303,544
* Mainly crude oil exports.
Source: Compiled by the U.S. International Traden@wssion from official statistics of the U.S. Detmaent o
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Table 31: Export growth rates

Major export product growth rates based on data fran the Bureau of Statistics and the Cntral
Bank of Lesotho

SITC group Percentage change in Expor

1996- 199¢ 1997- 199¢
BoS CBL BoS CBL

Food & Live Animals 56.€ 46.1 38.( 7.8
Crude materials 292.¢ -43.7 791.¢ -39.(
Chemicals 14 -76.4 78.¢ -70.t
Manufactures classified by Materia 530.¢ -43.% 62.€ -55.(
Machinery & Transport Equipment -37.¢ -1.7 -49.4 -21.1
Miscellaneous Manufacture 74.4 29.¢ 7.C 18.€
All exports 74.C 29.¢ 18.¢ 16.¢
Source: Lesotho Diagnostic Trade Integration Stiay 2, Chapter

Table 32 : Lesotho export comparisons

Comparison of Lesotho export characteristics (1999)ith those of other lanc-locked countries

Country Export | Exports | Number Export Share in value Share of total export:

per. to GDP | of Primary | Manufactures | Top Top Top five

capita | ratio products | goods export | three export

in US exported product | export products

$ products
Lesotho 81 0.178 21 19.4 80.6 3644 86.8 95.4
Armenia 30 0.062 57 7.9 88.9 68.7 75.2 78.7
Burkina 16 0.068 62 85.§8 9.6 664 74.3 79.4
Faso
Burundi 10 0.094 17 81.4 4.0 69.9 83.9 92.3
Central 61 0.203 40 25.4 74.0 72)0 79.2 85.4
African Rep
Chad 14 0.067 12 95.§ 4.0 833 95,3 91.7
Malawi 45 0.269 81 87.2 12.7 60,0 67.7 75.4
Niger 29 0.151 57 55.7 42.8 51/1 90.6 93.2
Rwanda 6 0.026 23 91.1 3.6 57.9 743 81.8
Zambia 61 0.194 111 84.4 11.p 383 56.0 63.1

Table 33: Railhead imports

Value of imports handled at the Maseru Railhead
Financial year (from April to[Value of imports Value of imports as a percentage of tot
March) imports
1999/2000 263,533,390.1 11.1218
2000/1 189,566,193.00 7.10138
2001/2 282,731,572.7 10.077%
2002/3 155,765,710.37 4.640%
Table 34: Comparisons of District Economies
Contr. To | Contr. To | Poverty Com Gro‘g’th Unemol Tress
Districts prov. GVA | prov. Pop. | levels | HDI Adver?t. (1&)0 to (2002p). Index
(2002) (2002) (2002) ' 2002)
Lejweleputsw 26.5% 26.9% | 65.4% 0.t | Agric. -2.3% 36.6% 62.¢
Mining
Mothec 30.9% 26.0%| 61.6%| 0.5 | Constr 1.3% 41.1% 58.(
Trade
Transp.
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Fin.
Serv.
Northern F! 25.5% 16.3% 62.6% 0.5¢ | Manuf. 0.4% 38.3% 57.1
Elect & W.
Thabo 14.0% 26.3% 72.4% 0.5 | Agric. 0.3% 34.1% 60.¢
Mofutsanyane Constr.
Trade
Serv.
Xharief 3.1% 4.5% 56.7% 0.51 | Agric. 0.9% 38.3% 53.4
Constr.
Transp.
Serv.
Table 35: Field ownership
Ownership of fields for cultivation
1996 Census Agricultural Census 2000
Total Rural Landless |Percent Total Rural |Landless Percent
National 291460 10238 35.13 328518 1108y7 33475
Buthe-Buthe 18104 5944 32.84 2139¢ 6167 28.87
Leribe 47515 1854( 39.07 55803 20204 36.2]
Berea 37520 12324 32.8% 42278 13217 31.26
Maseru 47718 19201 40.24 52858 19775 37.41
Mafetenc 36261 10414 28.77 3759( 10404 27.64
Mohale's Hoe 3235] 10174 31.44 37004 11384 30.7¢
Quthing 20764 834§ 40.2( 25964 1298¢ 50.03
Qacha's Nek 11831 4671 39.53 13307 4398 33.05
Mokhotlong 15718 4983 31.70 18497 7104 38.41
ThabéeTseke 23673 777¢ 32.84 23811 5225 21.94
Table 36: Yield comparisons: Mohokare and Free Sta
Comparison in yields per hectare of dry land crop poduction between farmers in Lesotho anc
the Free State in the Mohokare Valley Zone
Lesothc Free State Lesotho yields as % of F<
yield per hectare
Maize 0.834 tonnes/ha 3.750 tonnesiha 22.24%
Sorghum 0.814 tonnes/ha Phased out, only limited Not applicable
planting as fodde
Wheat 0.540 tonnes/ha 2.603 tonnesiha 20.75%

Tables 37-39: Land Reform Projects in Motheo and Tanbo Mofutsanyane Districts

Land Reform Projects in Dihlabeng Local Municipality

Project Name Number of DoA Support
beneficiaries

Buthelezi Family 5 Extension Services

De Kamp 9 Extension Services and Land Care

Fire Sesotso Group 6 Extension Services

GP Didebe 4 Extension Services and Land Care

Hugosdeel 8 Extension Services

Khasebe Farmers 4 Extension Services and Land Care

Libata tse Makhholokoe 6 Extension Services andll@are

MJ Mofokeng Farming Enterprises CC 6 Extension iBesv

Makhalane Farming Enterprises CC 5 Extension Seswand Land Care

Mbele 6 Extension Services
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Mosea Boerdery 11 Extension Services and Land Care
Mphuti Family 10 Extension Services and Land Care
Ndlebe and Dlamini Family 2 Extension Services banld Care
Ndlowu Farmers Enterprise SS/Sibuso 5 Extension Services and Land Care
Farming

Portion 10 of Farm 19D3 0 Extension Services amtll@are
Portion 118 of Farm 19D3 (Mmabatho 1 Extension Services and Land Care
Diary Farm)

Portion 28 of Farm 1840 4 Extension Services amdll@are
Portion 25 of Farm 1840 4 Extension Services amdil@are
Portion 88 of Farm 1903 0 Extension Services amdll@are
Senokoane Family 7 Extension Services and Land Care
Toka Farmers 11 Extension Services

Tshabalala Family 0 Extension Services and Lard Ca
Thsepo-Ntja Communal Proporty Trust 26 Not Avaiabl

Unit 1.22 0 Extension Services and Land Care
Unit 3.23 0 Extension Services and Land Care
Unit 4.13 (Tshabalala) 5 Extension Services

Unit 411 4 Land Care

Total: 27 Total: 153 -

'Free State Department of Agriculture: Land Refd?roject, Thabo Mafutsanyane District, Fax commation with Free State

Department of Agriculture, 2/8/2004.

Land Refrom Projects in Sesotso Local Municipalit:

Project Name

Number of beneficiaries

DoA Support

Brakwater 2 Extension Services
llumeleng-Ficksburg 50 Extension Services and L@ark
Kwetliso Farmers 6 Extension Services and Lana& Car
Mohapi Family 5 Extension Services and Land Care
Mojaje Trust 8 Extension Services and Land Care
Morakabi Family 11 Extension Services

Mosea Boerdery 11 Extension Services and Land Care
Roeloftrust Farming Trust 6 Extension Services lagml Care
SW and DA Matasane 2 Extension Services

Sonop 2 Extension Services

Thuloane Trust 2 Extension Services

Total: 11 105

'Free State Department of Agriculture: Land Ref@®mjects, Thabo Mafutsanyane District', Fax commatmn with Free State

Department of Agriculture, 2/8/2004.

LRAD Projects in Mantsopa Local Municipality

Project Name Town Number of Enterprises
Beneficiaries

Ipopeng Trust Hobhouse 42 Beef

Lithakali Trust Hobhouse 20 Beef and Crops

Dichaba Hobhouse 10 Beef and Crops

Lechabile Hobhouse 33 Beef and Crops

Kojane Family Trust Hobhouse 5 Beef

Moleme CPA Hobhouse 10 Beef

Tsoha O Lketsetse Hobhouse 21 Beef and Crops

Rebabedi Hobhouse 2 Beef and Crops

Moruri Hobhouse 9 Beef

Hazeldine Hobhouse 2 Beef and Diary

Botha Brothers Hobhouse 4 Beef and Diary

Mangwene Trust Hobhouse 7 Beef and Diary

Phamaleng Excelsior 52 Beef and Milling

Total: 12 - 217

'Free State Department of Agriculture: LRAD ProgecMotheo District, Fax communication with Freeat8t Department of

Agriculture, 17/12/2004.
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Table 40: Household energy use

Percentage households with access to various formEenergy for lighting, cooking and heating purposs

64

Lighting Cooking Heating
Elec | Gas | Par | Cand | Elec. | Gas | Par | Coa | Wooc | Dunc | Elec | Gas | Par | Coe | W
es I

Buthe-Buthe 27| 1.¢| 52.7| 41¢t 1.C| 12.£| 20.7| 0.£] b59.: 57| 1.z| 1.z| 25.¢| 34
Leribe 15| 0.z]| 44.¢| 52.( 0.€| 10.7| 17.¢| 0.4| 66.C 28] 0.2 0.&| 23.(] 7.1
Bere: 0.€| 0.2| 41.1| 656.t 0.z| 6.£| 10.¢| 0.2| 75z 6.z| 0.C| 0.t| 12| 7.1
Masert 10.£| 0.€| 53.C| 35.C 2.t 27.¢| 26.€| 0.z| 36.7 57| 41| 3.£| 45.C] 3.C
Mafeteng 21| 0.€c| 60.€| 35.€ 0.z| 12.£| 18¢| 0.C| b52.€| 12| 0.z| 1.z| 26.5| 2.€
M Hoek 18] 0.z 711 26.7 01| 6.€| 16.2| 0.1| 75« 14| 0.z| 0.7] 21.1| 0.7
Quthing 4¢<| 0.E| 65.1] 28« 22| 11.¢| 14¢| 0.1| 69.:c 15| 2.C| 1.€| 17.¢| 2E
Qacha’s Ne 0.t| 0.1| 58.2| 37.¢ 0.1| 3.€| 20| 0.1| 69. 57| 04| 0.€| 16.1] 14
Mokhotlonc¢ 1.7] 0.E| 51.c| 44.¢ 0.C| 13.£4| 26.7| 1.C| 39.C| 191 0.5] 1.z| 30.C| 4t
Thaba Tsek 24| 01| 72.5| 23.7 04| 104| 145| 0.6| 66.1 74| 02| 0.7] 20.5| 3.1
Lesothc 3.7| 0.£| 55| 39.c 1.C| 13.7| 19.2| 0.2] 59.C 6.C| 1.z| 15| 26.7| 3.t
Urbar 18.1| 0.7| 51.z| 29. 4.2 445 452 0.C 5.C 04| 6.€| 4¢| 76.1| 4.C
Rura 1.C| 04| 56.1| 41.1 08| 7| 142z 0.52| 691 71| 0.z| 0.&| 17.£] 34

Source: BoS 2001 Lesotho Demographic Survey

Table 41: Household access to water supply

Percentage households with access to various formbwater supply
Piped watel| Commu | Rain watel| Wells | Prctected | Rivers or| Borehole:
on premises| nal taps | tanks springs springs

Buthe-Buthe 7.7 35.€ 6.2 22.¢ 18.: 7.7 0.1

Leribe 6.C 39.2 0.4 16.5 8.€ 16.€ 11.2

Bere: 3.4 66.5 0.5 15.5 4.t 9.4 0.8

Masert 27.1 45. 0.€ 7.8 4.5 6.€ 5.8

Mafeten( 6.5 54.% 0.€ 8.5 1.2 5.2 22.2

M Hoek 5.7 284 0.1 23.€ 5.C 23.2 13.¢

Quthinc 11.€ 54.€ 0.4 12.4 8.2 12.¢ 0.C

Qacha’s Ne 0.5 92.¢ 0.€ 3.C 2.€ 1.C 0.C

Mokhotloncg 8.E 74.1 0.4 1.2 11.4 3.€ 0.C

Thaba Tsek 12.7 29.¢ 2.2 8.8 13.2 33.7 0.C

Lesothc 11.1 48.< 1.C 12.5 6.S 12.2 6.S

Urbar 60.2 23.7 05 3.€ 0.z 0.€ 6.C

Rura 1.€ 53.C 1.1 14.1 8.1 14.4 7.C

Source: BoS 2001 Lesotlidemographic Survey
Table 42: Setsoto service level backlogs
Bulk Bulk Storage
Land Use| Supply | Meter- capac?ty Metered' Unmetered Commu.nal Services| Total
ing Connection | connection | Standpipe

Ficks-burg

Residential 4130 - 5970 - 10 100Q

Commgrcial Inade- Inadequate Inade- 261 - - 261

Industrial quate quate 20 - 20

Other 53 53

Sub Total

4 464 - 5970 10 434
Clocolan
Residential Inade- | Inadequafe  Adequate 731 3938 22 4691



Commercial quate 152 - - - 152
Industrial - - - - -
Other 12 - - - 12
Sub Total 895 3938 22 - 4 855
Table 43: Sesotso IDP Projects
PRIORITY : WATER PROVISION
MAIN
PRIORITY PROJECT PROJECT LIST PROJECT
ISSUE NAME OBJECTIVE DESCRIPTION OUTPUTS TOWA'\\IFQEXRAL
Infrastructure Upgrading bulk| To purify water| To  purify an| The purification| Ficksburg
Water water supply in| and to provide| additional 100| works for 100MI per
Megheleng sufficient megaliters of water month.
storage capacity} per month. A 6Ml reservoir.
Additional storage|
reservoir of 6MI.
Infrastructure Water Purification| To ensure the 110Kl of purified | Upgraded Clocolan
Water Works - Clocolan | provision of | water per day. Purification Works
sufficient
purified  water
for the entire
community in
Clocolan
Infrastructure Sparta Regional To improve bulk| Provision of water Constructed Route from Ficksburg
Water Water Project water supply af to Clocolan,| damwall and| to Sparta
Clocolan, Marquard, Sparta pipeline Ficksburg, Clocolan and
Marquard and and surrounding Marquard
Sparta areas within 18
months.
Raising Meulspruit
Dam wall with 2
metres.  Building
of 67km bulk
water pipeline.
Infrastructure Maintenance off To continuously| To replace 5% of Maintenance  and Ficksburg & Clocolan
Water water network — replace the the worn-out| replacement of the Senekal
Setsoto water reticulation pipeg Water Reticulation| Marquard
reticulation per annum. network
network that| Distribution  per
have  become year is as follows:
redundant Ficksburg — R30(Q
000
Senekal - R30(
000
Clocolan — R200
000
Marquard — R20(Q
000
Infrastructure Metered watern To provide each Matwabeng =| A water connectiony Allocations split per
Water connections stand with clear] 8000 @ R150Q to each stand town
water that is| each = R12 00( (share with electricity) :
metered 000 Ficksburg - R8 00(
Moemaneng = 000
3000 @ R1500 Clocolan — R5 500 000
each = R4 500 00( Senekal - R6 500
Hlohlolwane = 000
4500 @ R1500 Marquard — R4 000 00d
each = R6 750 00(
Megheleng =
12000 @ R150d
each = R18 00(
000
Infrastructure Water reticulation| To provide each A water reticulation
Water in stand in network and
Matwabeng/Senekdl Matwabeng connection to each
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| with clean water]

| stand

Setsoto Local Municipality Water Services Sector Rin, 2002

Table 44: Sesotso sanitation

PRIORITY : SANITATION PROVISION
MAIN
PRIORITY PROJECT PROJECT LIST PROJECT
ISSUE NAME OBJECTIVE DESCRIPTION OUTPUTS TOWAI\\IFQEXRAL
Infrastructure Upgrading To adequately Hlohlolwane —| Site for night soil| Clocolan
Sanitation Sanitation purify waste| Provision of an| discharge and Marquard
Treatment water and to area to discharge oxidation ponds
Works —| discharge waste night soil and to| Aerators at the ponds
Hlohlolwane & | water in natural provide oxidation
Moemaneng source ponds before it ig
complying with | discharged into the
DWAF ‘s | sewerage system.
requirements Moemaneng -
Provision of
aerators at the
ponds.
Infrastructure Acceptable To provide each Acceptable sanitation Allocations  split  per
Sanitation sanitation system stand of Setsot All stands . be system to each stand town:
with an provided with an Ficksburg — R800 000
acceptable a}ccgptab le Clocolan — R550 000
sanitation systemn SULELTR Saisig Senekal - R650 000
within 5 years. Marquard — R400 000

Setsoto Local Municipality Water Services Sector Rin, 2002

Table 45: Setsoto energy

2001 1996
Households
Electricity 23767 1671;
Gas 38 44
Paraffir 109¢ 129¢
Candle 759t 813¢
Solal 163 -
Other 87 0
Table 46: Setsoto Service providers
Town Comm- W/S | Bulk/ New/ Project Project | Funding | Amount Consul-
unity Infrastruc  — | Up- Description Status | Agency Allocated | tant
ture grade
Ficksbur¢ . Ficksburg . :
Ficksburg & |y a1 | Infrastructure UP- | Water ongoin | pyyap | 700 000 Kwezi-
Megheleng grade : . g 00 V3
Reticulation
. Identif
Megheleng | Sanita| Infrastructure New Provision  of ied —| DWAF 230 000+ To be
X VIPs 00 appointed
tion new
Clocolan Upgrading of Council
Clocolan & Water | Bulk New water ADDIOV CMIP 5 000 000-/ Ninham
Hlohlowane treatment p§| 00 Shand
works
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Water
Hiohlowane | Wated Infrastructure| UP; | Reticulation | Ongoin |, Depart-
grade | Network for| g mental
Extension 6
Hiohlowane | S2M¥ | infrastructure | New | Provision  of|ldentifie | e 1 530 gog.og| 1O be
tion VIPs d — New appointed
Setsoto Local Municipality Water Services Sector Rin, 2002
Municipal Demarcation Board
(http://www.demarcation.org.za/infolndex.aspx?typBOVINCE&Prov=Free%20State&frm=home)
Table 47: Motheo services
Service Ladybrand Hobhouse Tweespruit | Excelsiot Thaba Rural
delivered Patchoa areas
Watel Municipality Farm
owner
Sanitatiot Municipality Farm
owner
Electricity Town: Town:; Town:; Town:; ESKOM ESKOM
Municipality ESKOM Municipality | Municipality
Manyatseng: Dipelaneng: Borwa: Mabhlatswetsa:
ESKOM ESKOM ESKOM ESKOM
Mauresnek: Dawiesville:
Municipality Municipality
Road networ Municipality FSPC
Health car FSPG: Department of Health & Municipa
Safety anc| South African Police Servic
Security
Labour advic Department of labol
Environmenta FSPG Department of Tourism, Economic and Enviroriahékffairs
Conservation
Tourism Maloti tourist rout
Promotion
Housing subsidi¢ | FSPG: Department of Local Government and Housinguiicipality Farm
owner
Agriculture FSPG: Depdment of Agricultur
advice
Welfare Service | FSPG: Department of Social Developn

Table 48: Motheo housing profile and civil infrastiucture internal reticulation network 2001

Service Level oilExcelsiol Hobhouse Tweespruit Ladybrand Thaba [Total

Service Patchoa
Town|Mahlatswetse Town Dipelanenc|Town Borwa|DawiesviIIe Town |Manyatseng Mauersnek

Number off 170 1548 80 1060 207, 1594 197| 924 4422 210 215/10627

households

Land Vacant sites 23 7 3] 0 2( 0 1 113 611 4 0 1023
Occupied 17 114§ 80 98( 207 1244 192 924 375( 161 210 9066
Residential
Sites
Backyard 0 400 g 8( 0 350 5 a 674 49 5 1561
Dwellers
Business 46 9 25 7 34 11 1 23¢ 6( 4 7 712
sites

Housing | Informal 0 450 0 18( 0| 650 79 0 1184 46 5| 259
housing T
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Service Level oilExcelsiol Hobhouse Tweespruit Ladybrand Thaba [Total
Service Patchoa
Town|Mahlatswetse[Town Dipelaneng[TownBorwa|Dawiesville Town ManyatsencMauersnek
Formal 17( 1098 80 88( 207| 944 118 924 323y 161 210 8029
housing
Multi 0 0 q 0 3 0 0 44 0 0 0 47
Residential
Units
Sewer | Bucket 0 100( ( 98(] 0 1244 23 d 172( 0 0 4967
PIT 0 148 d 0 0 0 0 a 0 0 144
Waterborne 0 0 8d g 207 0 169 924 203( 161 210 3781
Conservacy| 17( 0 0 0 0 0 0 0 0 0 0 17(
tank
Water [Standpipes 0 0 a 0 0 0 0 q 0 0 0 a
200 N
walking
distance
Standpipes 0 0 a 0 0 0 0 q 5 0 0 5
200 N
walking
distance
Yard  tap (o 1144 ( 98( a 1244 192 ( 3744 (o 7309
(unmetered
Household 17( 0 8d g 207 0 0 924 0 161 1542
connection
(metered)
None 0 0 q 0 0 0 0 a 0 0 0 q
Household 17( 0 8d g 207 0 o 147 0 161 0 4515
connection
E|ectricityPre-paid 0 1144 (0 98( 0 1244 192 ( 3750 0 210 3774
Door-to-doot  20¢ 1144 80 98( 207 1244 192 1048 375( 161 210 9262
Refuse
removal Mass 0 0 q 0 0 0 0 a 0 0 0 q
collection
Tarred 6 0 2.9 0 6.1 0.74 0.23 145 2.2 1.85 0
Paved 34.5
'(T:;%ds Gravel 16 3d 23.4 15 1.79 8.11 2.60 31.9 46.34 0 6.9 182.71
Unsurfaced 0 0 a 0 0 4.9 0 q 3 0 0 7.9
(Graded)

Table 49: Mantsopa housing and infrastructure backbgs (2002)

Service Urban Rural Total Backlog :urban % | Backlog : rural %
Units
Housing 2598 1985 4583 24.4% 44.8%
Sewer 5115 2725 7840 56.4% 61.5%
Water 0 2358 2358 0% 53.2%
Unmetered water 7309 - 7309 80.6% -
connections
Electricity 0 2431 2431 0% 54.9%
Refuse collection| 0 - 0 0% -
Unsurfaced roads 7.9 km ? 7.9 km 3.5% ?
(graded)

(Mantsopa Local Municipality, 2002),
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Graph 1: Motheo — Relative contribution per sector:1990 and 2002

GRAPH 4.14: Motheo - Relative contribution per sector
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Graph 2: Thabo Mofutsantane —Relative contributionper sector: 1990 and 2002

GRAPH 4.22: Thabo Mofutsanyane - Relative contribution per
sector
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Graph 3: Comparison between the structures of theidtrict economies (2002)
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GRAPH 4.2: Comparison between the structures of the
district economies (2002)
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Graph 4: Inter-district comparison of comparative advantages (2002)

GRAPH 4.3: Inter-district comparison of comparative
advantages (2002)
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Graph 5: Agriculture — Relative Contribution per di strict (2002)

GRAPH5.4: Agriculture - Relative contribution per district
(2002)
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Graph 6: Manufacturing- Relative Contribution per district (2002)

GRAPH 7.4: Manufacturing - Relative contribution per district
(2002)
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Graph 7: Manufacturing as % of GNI
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Case Study 1: Tweespruit/Ladybrand agricultural issies

Interviewee: Mr. X. Chairman of the Tweespruit Farmers Association
Mantsopa Municipality, Motheo District

Crops and agri-processing

Mr. X. says the major crops grown in the area aheat, sunflowers, maize and some spya
beans mostly grown for the local market. Agri-iniegs and agri-processing in the area |are
limited to four maize mills, three wheat mills aadsmall oil press. He views the current
‘depressed state of cereal prices’ as limiting plgential for further downstream processing
plants.

Mr. X. says farmers in the area, and agricultuneegally, are struggling for two main reasopns.
The first is the vacillating nature of the wheater- reportedly from R1500/ton in June 2004 to
R1150/ton six months later. Maize prices apparestbpped from R800/ton to R615/ton over
the same timeframe. Mr. X. also says farmers aemlgeaware of the impact of the removal| of
protective tariffs and subsidies in agriculture’, we are totally reliant on the fluctuations ireth
world price”. He believes the situation is compoeahdby heavily subsidised American farmers,
who take advantage of that country’s agricultuystem by producing ‘aid food’ whereby they
generate surpluses under tariff protection. Acaagdo Mr. X. a US wheat surplus was behjnd
the dumping of inferior quality grain under the gpiiof food aid, with the result that “the local
wheat market died”.

A second reason that agriculture is strugglinghat tminimum wage legislation has had a
profound impact on the pattern of worker employn@mtfarms in the area. The legislation has
effectively removed the prerogative of wage inceemgentives from the farmer by stipulating

mandatory percentages increases to be appliedsatr@®oard. The effect of this has been that
the minimum wage has become the maximum wagefaaneers think twice before employir
new labour. Although farmers have not resortedismnisals, following the introduction of the
new labour legislation, they are preferring to r@tynatural attrition - “If someone leaves, they
are not replaced”. Farmers have also shifted togusasual and seasonal labour found in|the
streets of the local town. These workers are takewith no indication of how long they will be
in the employ of the farmer”.

Experiences with land reform around Tweespruit.

Of the five SLAG and one LRAD project in the ardér. X. noted that “every single one of
them has reverted to forms of commercial farmeragament”. These projects were launched
after a number of householders formed trusts irerotd qualify for the relevant grants. Hor

reasons that are not entirely clear, but seem telaged to interpersonal disputes, the projects
proved to be unviable and the trustees therefdtréhle land, choosing instead to lease the farms
back to commercial farmers on a six-monthly baBrfor to this the beneficiaries used the land
purely for grazing purposes, and did not engagetiver forms of agriculture. The LRAD
project involved 25 beneficiaries and the acqusitbf a sunflower mill. Mr. X. claims that the
combination of defaulting clients and the alleg@abezzlement of funds by the mill manag
led to the project’s demise and about R400 00Quidtanding debt.

He believes that the largest stumbling block fabgdemerging farmers has been the limited
support from the Department of Land Affairs, andttthe grants were insufficient to cater for
the acquisition of the capital goods necessaryatonf This itself is a consequence of ppor
business plan preparation. Unwise reliance on dtamdg, inadequate extension services, jand
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the low level of beneficiary skills also contribdte failure.

Cross border crime and stocktheft

The most prevalent from of crime in Tweespruit,tttan be traced back to Lesotho is vehicle
theft according to Mr. X. However he describes tas less significant than the serigus

overgrazing of livestock on the commonage of Mamgaluocal Municipality. This is said to he

the end destination of animals stolen from Twedspanod surrounding areas. Stock theft
syndicates are widely believed to be operating fommmonages, or using them as a tempofrary

holding point. It is also maintained that from tManguang commonage stolen stock

IS

delivered to Lesotho. Mr. X. says the Mangaung commge around Thaba 'Nchu apd
Bothshabelo is totally overgrazed and contains V@00 animals. Farmers suspect most of the
commonage users are Lesotho citizens who use $dutan relatives to pose as land users,
and who also bribe municipal officials. Lesothoizeihs obtain border post permits to bring
cattle into South Africa and then alter the docuragon to increase the original numbers,
thereby enabling them to return to Lesotho with enamimals that they left with. Police raids jon
the Thaba 'Nchu commonage have revovered stoc&rstolTweespruit and surrounding areas.
There is a strong suspicion that commonage is ased ‘cooling off’ area to house stolen

animals while police conduct searches. Thereafter rebranded animals are removed
Lesotho.

to

Rampant theft has led to the destruction the ogpgharming industry in the area between
Mangaung and the Lesotho border. The industry bangd by 60% over the past few years.
Syndicates acting out of Thaba 'Nchu are suspeut&eing responsible for this. Police support

is said to be erratic and varies according to whtetion commander is involved.
Ladybrand- Mantsopa Municipality

Interviewee: Mr. Y. Maluti Tourism and Information Office.

Mr Y. also indicated that the agriculture sectavwend Ladybrand was “quite depressed” and

that many farmers were “not doing well”. He desedla recent trendwhich he expects to be

long term one - whereby commercial farmers fromoltles buy farms in the eastern Free State
to escape the limitations of traditional communalzgng systems in Lesotho. These encourage
overgrazing and do not recognise private ownershipcktheft had declined on those farms
bought by Basotho. He also mentioned the commoperseption among some Basotho that
the so-called Conquered Territories still remaieirh But he said that many farmers had

resigned themselves to the endemic theft emanf&bingLesotho.

There has also been a sharp increase in the nwhiieeign farm purchases in the Ladybrgnd
district. To his knowledge, there are two Italiamned farms, and seven American owned fayms

near Ladybrand.
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Case Study 2: Public Sector support for emerging agulture and land
reform

Interviewee: Mr. Z. Extension Manager - Free StatéDept. of Agriculture. Motheo district.
Extension support

Mr. Z. describes the support services to emercangérs as follows: All are eligible for the BEU
supported Community Project Fund (CPF) grants, el as to technical support from the
Department’s Land Care Programme. The latter doéprovide ‘moveable assets’ but daes
assist beneficiaries with technical matters sucfeasing, draining, water management and soil
conservation measures. The new national Compraremsgriculture Support Programme
(CASP) is also in the process of being implemenidus aims to provide support in the
following specific areas viz.: information and knledge management, advisory and regulatory
services, training and capacity building, finane&d ‘on and off farm’ infrastructure. In
addition, LRAD beneficiaries and commonage usersbmasent to agricultural training courses
at the provincial agricultural college, Glen, or iecommendation of extension officers.

There are apparently 13 extension officers in Mothavith three based in Mantsopa, in the
towns of Excelsior, Hobhouse and Ladybrand respelgti They are thought to he
underemployed, since the municipality contains oalbjout 15 LRAD projects and little
commonage. Mangaung has five extension officeno-ih Mangaung itself and three in Thaba
'Nchu. They are obliged to visit LRAD projects acminmonages once a month.

In response to questions regarding their recepdioth the uptake of advice and support| by
beneficiaries, Mr. Z. says their roles should eastlris, but that they continually find that
“people are fighting and that the chairpersonsrojget committees are dominating the group”.
Extension officers end up getting drawn into comitesi social problems instead of focusing
on their core competencies.

Land Reform

Mr. Z. thinks that the LRAD start-up grants arefisignt to buy land, and with a combination
of DOA technical support and the CPF grants, “tifeastructure needs of beneficiaries carn be
addressed” albeit perhaps not met in full. He is/\v@ncerned about the way land reform is

unfolding - particularly the issue of the produetirse of land. “Some have acquired land under
LRAD, but you find the land is under utilised, wehibthers are desperately looking for land |but
can't acquire it”. He believes there should be d¢omas attached to the process of acquisition,

such as production targets, which if not met, waalldw the DLA to take it back for more
deserving users.

Mr. Z. is also perturbed by “the mind-set of thendkciaries. Most think they will get rich |f
they own get a farm. They don'’t realise that thera lot of work and that you might spend ane
or two years earning very little income. Once theglise this, they start leaving. | would say the
majority are not committed. You can't find them e farms and the extension officers often
have difficulty getting hold of them, or they fitldat the farmers have hired people to look after
the farms when they have left. | am not sure thatroessage is reaching our target audience.
When | look at the future, to 2014 when we are sgpgd to be meeting our targets | serioysly
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wonder whether we have given enough thought as hether the land will be used
productively”.

Commercial farmer attitudes
Mr. Z. reports that commercial farmer attitudes eniged and very much dependent upon |the
attitude of the individual farmer. There is a gaeh@erception that some are “not willing to gell

their land at affordable prices”. On the other hardnhotes that some commercial farmers have
offered help to their LRAD neighbours - a very favable development. The DoA has recently
tried to involve commercial farmers in their infeation days, but Mr. Z. worries that, given the

difference in scale of operations between commkeacid LRAD farmers, most of the former do
not have the time to devote a lot of attentiorhirt‘emerging neighbours’.
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