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Since the 2014 IOA and the recent constraints analysis, Lesotho’s high
potential sectors and binding constraints remain the same
• Since the Investment Opportunity Analysis (IOA) conducted by the MCC team in 2014 and the recent
Constraints Analysis (CA):
– Lesotho has remained a lower middle-income economy, with GDP growth mainly generated from the
tertiary sector and from other sectors with limited job creation potential.
– The Government of Lesotho (GOL) is still the main player in the economy – evidenced by government
expenditure representing more than 51 % of GDP in 2017/18, or by the fact that a quarter of Lesotho’s formal
non-agricultural labor force is employed by the Government. Despite that, the GOL acknowledges the need
for private sector driven growth, including the Ministry of Tourism launching a concession campaign of some
of their assets. Donors are also trying to support the growth of the local private sector – through projects such
as the joint International Fund for Agricultural Development (IFAD) and Smallholder Agricultural Development
Project (SADP) agriculture project with a portion of budget set aside for private sector.
– Agriculture, manufacturing, and tourism and creative industries remain high potential sectors:
o Which is consistent with the sectors identified in the draft of National Strategic Development Plan II (NDSP
II) for their potential for employment and GDP growth through value chains
o Although additional sub-sectors and new sectors emerge as potential growth accelerators in the long term,
including in agro-processing (dairy, leather, meat, medicinal plant products) and services (incubation
services, data collection, data centers, call centers, laboratories etc.).
– Binding constraints to the productive sectors remain - ineffective public financial management, inefficient
planning and coordination (including policy drafting and implementation), and poor health (related to the
HIV/AIDS epidemic in the country), although:
o Poor health seems to be more of an issue for the agriculture sector;
o Additional limiting factors identified through recent analysis of productive sectors include: lack of technical
and business skills, limited basic infrastructure coverage, limited access to domestic, regional and global
markets, and limited access to financial products and services tailored to the needs of MSMEs.
3
SOURCES: UNICEF Lesotho National Budget Brief November 2017. LMDA Lesotho Labour Markets statistics compilation.

More specific high potential sub-sectors and additional limiting factors
to Lesotho’s inclusive growth have emerged from our findings
• Focusing on high potential sectors – meaning high economic growth generating sectors with high ability to
generate employment on a sustainable basis:
– Agriculture is the largest employer in Lesotho, has the opportunity to be a higher value employer if Lesotho
moved from subsistence to commercial farming, and could produce the quality and quantity needed for
domestic, regional and international markets. For example, Basotho smallholder farmers currently rely on
rain for irrigation. However, the use of irrigation methods could improve the productivity of their crops, and
support farmers in their move away from subsistence farming to more commercial farming.
o High potential agriculture sub-sectors include livestock (for its top quality wool and mohair, but also its
untapped potential for meat and dairy products), poultry, aquaculture (especially its top quality trout),
grain and horticulture (especially vegetables ad deciduous fruits) – taking advantage of the country’s
unique weather, geographic positioning in high altitude and access to high quality water – leading to high
quality products and fruit ripening earlier than in surrounding countries.
– Manufacturing in Lesotho (which contributed ~16% to GDP in 2016), is mainly dominated by the textile
sector. The government of Lesotho is actively working on diversifying the manufacturing industry – whether
by (i) taking advantage of more product lines under its current trade agreements (AGOA or European Union
Generalized Scheme of Preferences), (ii) taking advantage of the manufacturing needs from neighboring
countries (such as South Africa through car seat manufacturing), (iii) promoting import substitution value
chains (especially through agro-processing) or (iv) by promoting Lesotho’s unique flora and exploring the
medical qualities of its indigenous plants for pharmaceutical products.
– Tourism and creative industries offer opportunities for the Basotho people, especially the youth and elderly,
to engage in revenue-generating activities, taking advantage of the country’s unique culture and scenery.
Although an updated tourism master plan is being drafted, the government has identified 12 tourism
corridors to attract visitors to Lesotho, including around skiing, water sports, wellness retreats and cultural
and historical tourism. Lesotho also has potential to position itself as a unique film destination.
4

The economy’s main binding constraints have remained the same since
2014 – although additional limiting factors need to be addressed
• Across the productive sectors:
– Ineffective public financial management remains a binding constraint – which includes perceived ineffective
tax revenue collection mechanisms (especially from foreign-owned textile manufacturers benefitting from
AGOA in Lesotho), perceived ill-adapted tax systems for MSMEs, and the frequent delay in payments from the
government.
– Planning and coordination failures – including at the policy planning and implementation levels - remain
binding when it comes to national transversal strategies (such as with land) or sector-based strategies (such as
with tourism or mechanization). This lack of planning and coordination affects the efficiency of the national
regulatory framework but also the country’s ability to meet its national objectives.
– Poor health (especially with the impact of the HIV/AIDS epidemic) remains a constraint to the country’s
inclusive growth, although it has more of a negative impact in the agriculture sector. Lesotho has a ~26%
adult HIV prevalence rate, where the prevalence rate is ~30% among women and ~21% among men. The rate
of new infections has decreased from 22,000 annually in 2015 to 21,000 annually in 2016.
• Other factors that inhibit Lesotho’s inclusive growth in high potential and emerging sectors include:
– lack of technical and business skills – at the public level, but also at the sector level – especially within MSMEs
– limited basic infrastructure coverage, including water, ICT, roads, electricity, serviced industrial land – and
especially in the Highlands
– limited access to domestic, regional and global markets – due to challenges meeting specific standards but
also infrastructure and limited capacity challenges
– limited access to financial products and services tailored to the needs of MSMEs – especially to address their
limited collateral, long-term capital needs, risk management needs, limited financial literacy levels, and the
need for investment opportunities and platforms that can mobilise capital locally to avoid investing in pyramid
schemes
– policy framework requiring participation of local entrepreneurs in business ventures and key investments.
Sources: UNAIDS, HIV and AIDS Estimates, 2018. US Embassy in Lesotho, National Survey Shows Lesotho’s Remarkable Progress Towards HIV
Epidemic control, 2018.
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The government of Lesotho has been and continues to be the main
player in Lesotho’s economy
Expenditure as a percentage of GDP
2017/18
100

Share of Government Expenditure by economic activity
2017/18

Repayment of foreign liabilities Other

4% 4%
Transfers

49

14%
37%
51

Wages

Interest 2%

21%
Goods & Services

4%
15%

GDP

Private
Sector

Government

Travel & Transport

Operatiing costs

Government expenditure is largely spent on wages, instead of on
capital forming investments such as infrastructure.
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Source: UNICEF Lesotho National Budget Brief November 2017

Government’s expansive role in the economy is further evidenced by its
share of formal employees and consumption
Labor force survey (formal non-agriculture)
2016

Consumption

Private

USD Million

Government

Large employer - Non-textiles
Large employer - Textiles
1%
Government

1962
1887
1878
1669
1788
1536
1662
1641
1633
1612
1486 1531

4%

7%

8%
MSMEs

2011

2012

2013

2014

2015

2016

Non-financial sector credit
USD Million

Private Sector

212

Public Sector

204

2011

297

248

2012

359

403

433

391

381

2014

2015

446

206
329

2013

2016
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Source: Central Bank of Lesotho Macroeconomic Statistics

Lesotho is at a crossroad with the need and opportunity to create a
private sector driven economy, leading to more inclusive growth

Government-led economy
• Government being a significant source of formal job
creation
– Government, including parastatals/ SOEs, employ ~6% of the
labor force – only second to MSMEs employing 7.5%
(representing about 25% of the formal labor force)
– Wages made up ~40% of government expenditure – (total
government expediture ~51% of GDP 2017/18)

• Government significant client of mature MSMEs –
despite frequent delays in payments
• Government as key actor of infrastructure projects,
such as the NSDP I’s Minimum Infrastructure platform
– combining priority physical infrastructure
investments in water, energy, ICT, shelter and property
development, growth poles and industrial hubs, sports
• Public entities sometimes conducting private
activities (such as in the tourism sector) and becoming
a competitor to the private sector
• Limited public service quality, mainly due to a lack of
performance improvement mechanisms.

Private sector-led economy
• Potential for more job creation and inclusive
growth
• Profit driven growth and value-add
• Greater competition – incentivizing better
quality, innovation and lower costs
• Greater efficiencies based on incentives for
continuous improvement
• PPP-led infrastructure projects
• Diversification of the private sector accross
different sectors
• Linkages among local industries.

8

SOURCES: UNICEF Lesotho National Budget Brief November 2017; LMDA Lesotho Labour Markets statistics compilation.

A private sector led economy, generating inclusive growth, could be
catalyzed through five main MCC interventions (1/2)
1

Support the establishment and
coordination of the NSDP II
implementation platform

2
Provide technical and financial
support for land planning policy
development

• Support the finalization of the NSDP II strategy report
• Provide technical and financial support for the establishment of a
Delivery Unit – at the Ministry of Finance or the Ministry of
Planning and Development:
- Facilitate the effective coordination of the NSDP II stakeholders
- Ensure the effective implementation of the action plans – with
the promotion of a close monitoring and results-based
management system
- Ensure the set-up and running of multi-stakeholder review and
implementation committees
- Identify and participate in the resolution of bottlenecks
- Ensure knowledge transfer and capacity building.

• Provide the technical and financial assistance for the development,
drafting and later implementation of an integrated Land Planning
and Development Policy – including:
- Survey the whole national territory to account for every square
meter of land,
- Promote different types of stakeholders in the update of the land
policy
- Promote a single land policy.

9

Such a private sector led economy, generating inclusive growth, could
be catalyzed through five main MCC interventions (2/2)
3
Strengthen Lesotho’s statistical
capacity to facilitate access
to reliable data

4
Support MSMEs through easier
access to development finance
and the strengthening of their
entrepreneurial skills

5

Promote
Public/Private Partnerships

• Provide funding and technical assistance to strengthen the Bureau of
Statistic’s capacity to properly collect and disseminate data
• Provide funding and technical assistance to strengthen statistical
capacity within public entities
• Promote the set up of an incentives system to get more stakeholders
involved in the data collection and dissemination process.

• Provide support for the strengthening of commercial entities’ and
cooperatives’ abilities to develop expertise and provide development
financial products
• Support BDSs in their ability to provide effective financial literacy
capacity building to MSMEs and entrepreneurial skills
• Promote the integration of innovation/R&D/continuous
improvement efforts in BDS services, by the development of links
with the National University of Lesotho and successful incubators –
while supporting the empowerment of MSMEs (IP/copyrights etc.).

• Provide technical support for the review and implementation of the
PPP policy
• Promoting the set-up of a PPP unit to facilitate the design, set-up and
implementation of PPPs.

10

Source: OCHA Humanitarian Information Unit
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In preparation for Lesotho’s second Compact, MCC is analyzing its
productive sectors to promote private sector-led inclusive growth

Context

• In their first Compact with MCC, Lesotho received USD 360M to increase economic growth.
This Compact focused on the water sector, health sector and private sector development
• Lesotho qualified for further MCC assistance in December 2017. Since then, the Government
of Lesotho and MCC have been working to identify binding constraints and other factors
impeding growth.

Lesotho’s
productive
sector
context

The Investment Opportunity Analysis conducted by the MCC FIT Practice team in 2014 and the
recent Constraints Analysis showed that:
• Ineffective public financial management, planning and coordination failure, and poor health
(related to the HIV/AIDS epidemic in the country) are the main binding constraints to the
productive sectors
• Core industries (Agriculture, tourism and manufacturing) represent the current drivers of
Lesotho’s economy, with significant near/medium-term growth potential based on Lesotho’s
comparative advantages and factor allocation
• Adjacent and emerging industries (water and diamonds) that are currently nascent in Lesotho
can contribute to the country’s economic growth in the medium/long-term (e.g. 3-5 years)
and position Lesotho for regional competitiveness.

Objectives
for this
analysis

Based on this context, the project’s objectives are to:
• Assess the extent to which the high potential sectors and the binding constraints identified
through the 2014 IOA and the recent Constraints Analysis are still relevant
• Evaluate the competitiveness of the sectors identified
• Assess the enabling environment and identify high-level opportunities for MCC to support
inclusive growth through the upcoming Compact.
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To inform this productive sector analysis, we interviewed over 100
stakeholders from roughly 40 organizations
Interview guide
for public entities

16
Public entities

Interview guide
for civic organizations

19
Civic
organizations

Interview guide
for banks

1
donor

2
commercial
banks

Interview guide
for the private sector

10
private sector
companies

13
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Lesotho is a lower middle income country, with a GDP per capita below
the SACU and SSA averages
Real GDP per capita 2016 [1]
USD
7489

7483
6045

Additional observations
3906

1352
Botswana

Lesotho

Namibia

South Africa

64

63

53

52
43

Botswana*

Lesotho

With a population of 2,2
million, Lesotho’s GDP
per capita trails behind
fellow Southern African
Customs Union
members and the SubSaharan Africa average.

•

Lesotho has a lower Gini
coefficient than
Botswana, Namibia and
South Africa, indicating
lower income
inequality.

Swaziland Sub-Saharan
Africa**

Gini coefficient (2013) [2]
From 0 – 100, 0 indicating absolute equality and 100 indicating
absolute inequality
61

•
1466

Namibia

South Africa

Swaziland

Sub-Saharan
Africa

NOTES: *Botswana gini coefficient data is a proxy, from the World Bank, World Development Indicators database. The latest available statistic is
from 2009. ** Sub-Saharan Africa excludes high income countries. [1] World Bank, World Development Indicators, 2018. [2] United Nations,
Human Development Report: Income Gini coefficient, 2013
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GDP growth is beginning to rebound, however, there are threats to
macroeconomic stability due to declining domestic revenues
GDP Growth [1]
Percentage

Additional observations
•

12
10

•

8
6

Average

4

•

4

2
0
2006
-2

2008

2010

2012

2014

2016

•

-4

-6
-8
Botswana
Lesotho
Namibia
Update from IOA

South Africa
Swaziland

•

Lesotho’s economy has grown at an average of
~4% between 2007 and 2016, a rate comparable
to other members of the SACU.
GDP growth has been declining since 2012. In
2015 and 2016 GDP growth has been <2,6% but
is projected to be ~3,1% in 2017/8.
Lesotho’s growth has been subdued due to
slower growth in regional and international
markets, and slower growth in agriculture.
Higher economic growth is projected due to
increased investments in mining and the
construction of the second phase of the Lesotho
Highlands Project.
The country’s share of SACU revenues has
declined, which have historically been a major
source of government revenues. The slow down
in South Africa’s economy has caused the decline
in SACU revenues and upswings are only
expected between 2020/2021.
Domestic revenues are projected to decline in
the 2017/8 financial year, worsening the
position of the fiscus. To address these
challenges the GoL intends to reduce public
expenditure and support a conducive
environment for private sector growth.

SOURCE: [1] World Bank, World Development Indicators, 2018, Government of Lesotho, Budget Speech 2017/8, 2017, African Development
Bank, African Economic Outlook, 2017, IMF, Lesotho Article IV Report, 2018
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Foreign direct investment has been inconsistent over the past decade,
yet it has helped to grow key industries, such as textiles and mining
Foreign Direct Investment [1]
Percentage of GDP

Additional observations
•

Lesotho’s FDI has averaged ~3% of GDP
over the last 10 years. FDI in Lesotho has
helped to support the development of the
textiles and apparel sector, business services
and the mining industry.

•

FDI into the textile industry has been
successful in creating low-income jobs.
Total employment in the textiles and
clothing sector in the third quarter of 2016
was ~30,000 people, this increased to
~42,000 people in the second quarter of
2017.

4,90
4,52
4,15
3,61

3,51

Average
2,8
2,19 2,12

0,59

2,00

0,40

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

SOURCES: [1] International Trade Corporation, FDI Statistics, 2018, Government of Lesotho, National Strategic Development Plan I, 2012, Letete,
E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018
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The tertiary sector is the largest contributor to Lesotho’s GDP at ~60%
– significantly more than the primary and secondary sectors
Sectoral contribution to GDP (2014) [1]
Percentage contribution to GDP
Primary sector

12

Secondary sector
5
5
11

Tertiary sector

21
100

6

Agriculture, forestry & fishing

5

8

Mining & quarrying

8

Manufacturing
Electricity, gas and water
Construction
Wholesale and retail trade

16
5
4
10

Transport

2

1

Accommodation and food services

1

Finance and business services
Government activities
Other services
Total

Additional observations
• The tertiary sector
contributed ~61% to
Lesotho’s GDP, while
primary and secondary
sectors contributed 14%
and 25%, respectively, in
2016.

3

12
16

Sectoral contribution to GDP (2016) [1]
Percentage contribution to GDP

11
15
22
100

• Lesotho’s main sources of
short-term growth are
mining, financial sectors
and telecommunications,
with real economic growth
of 17%. Agriculture,
manufacturing and tourism
have been identified as
sources of job growth.
Agriculture alone employs
~23% of the labour force
compared with ~14% of the
labour force in services.

SOURCE: [1] Lesotho Bureau of Statistics, Lesotho National Accounts, 2017. African Development Bank, African Economic Outlook: Lesotho, 2017,
Lesotho Millennium Development Agency, Unemployment Statistics, 2018
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Lesotho’s recent rebound, however, has not led to an increase in jobs,
and national poverty levels remain high
National unemployment [1]
Percentage
~4%

Additional observations
28.3

24.4

• Economic growth has not been inclusive in
Lesotho. Average growth between 1996-2016 was
4% but high unemployment is still a challenge.
• Unemployment has increased from ~24% in 2008
to ~28% in 2016. Youth unemployment is higher,
with an unemployment rate of ~48% in 2016.

2008

2016

• This has led to an increase in Basotho employed in
South Africa without work permits. As of 2016,
~4% of Lesotho’s labor force was employed in
South Africa’s mining industry and ~1% employed
with scarce skills work permits. However, people
working without valid permits has increased from
~9% in 2008 to ~16% in 2016.
• ~57% of the population live below the national
poverty line. This has been stable since 2013.

• Poverty levels are higher for rural populations.
Poverty levels increased further in rural areas as a
result of the drought in 2015-2016 which led to
decreased agricultural output.
SOURCES: [1] Lesotho Millennium Development Agency, Unemployment Statistics, 2018, Stakeholder interviews, 2018, African
Development Bank, African Economic Outlook: Lesotho, 2017. LMDA. Setipa, Why AGOA remains critical for Lesotho’s
Development, 2016
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Lesotho’s economy is trade dependent, more so than similar small
nations across the world identified by the 2014 IOA as comparable
Trade as a share of GDP [1]
Percentage of GDP

Trade continued to grow
as a share of GDP after
the IOA was conducted

Additional observations
•

Lesotho’s economy continues to be dependent
on trade, more than the global averages for
trade dependency and similarly sized countries.

•

Exports as a share of GDP have averaged ~41%
between 2007 and 2016. Exports as a share of
GDP have steadily declined from 50% in 2009 to
~42% in 2016.

•

Textiles and diamonds dominate Lesotho’s
exports, accounting for ~70% of total exports
2016. Petroleum, cars and agricultural products
dominate Lesotho’s imports.

•

The United States is Lesotho’s number one
export market. The US (~34%), South Africa
(~33%) Belgium (~24%), the UAE (2,6%) and
China (~2%) are Lesotho’s top 5 export
destinations. This is a difference from 2014,
where the IOA reported that SACU accounted for
~40,5% of Lesotho’s exports.

•

Imports from South Africa account for ~86% of
total imports. China, Taiwan, India and Hong
Kong each account for <5% of Lesotho’s total
imports.

160
140
120
100
80
60
40
20
0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Lesotho
Pacific Islands
Small states
SSA (excluding high income regions)
World

SOURCE: [1] World Bank, World Development Indicators, 2018, World Bank, World Integrated Trade Solutions, 2018, Atlas of Economic
Complexity, 2018
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Exports have increased by ~13% between 2014 and 2016, aided by
preferential trade agreements
Lesotho’s Top Ten Exports in 2014 [1]
USD millions

Lesotho’s Top Ten Exports in 2016 [1]
USD millions
818

Total
377

Diamonds
163

Knitted clothing

108

Clothing apparel
59

Beverages

23

Wool

926

Total
277

Diamonds

Additional observations
•

Lesotho’s exports are largely
facilitated by preferential
trade agreements with the
US, South Africa and
Belgium. ~ 73% of Lesotho’s
exports in 2016 were to trade
partners in North America,
Africa and Europe.

•

Diamond exports have
decreased from ~41% of total
exports in 2014 to ~30% in
2016, despite the overall
value of exports increasing
between 2014 and 2016.
Textile and electrical
machinery products have
increased over the same
period.

260

Knitted clothing
171

Clothing apparel
54

Electrical machinery

47

Wool

Electrical machinery

23

Cotton

24

Cotton

17

Furniture

21

Preparations of fruits and veg

7

Milled products

16

Footwear

6

Footwear

12

Machinery

5

Leather

9
21

SOURCES: [1] International Trade Centre, 2018, Atlas of Economic Complexity, 2018, World Bank, World Bank Development Indicators, 2018

The top ten imports in Lesotho between 2014 and 2016 have remained
roughly the same, although total imports have declined
Lesotho’s Top Ten Imports in 2016 [1]
USD millions

Lesotho’s Top Ten Imports in 2014 [1]
USD millions
1425

Total

213

Mineral fuels*
144

Vehicles
106

Machinery
Plastics
Cotton

67
56

1335

Total

166

Mineral fuels
Vehicles

84

Electrical machinery

84
79

Machinery
55

Knitted fabric

Electrical machinery

46

Milled products

49

Knitted fabrics

46

Cotton

47

Clothing accessories

45

Cereals

47

Meat products

43

Meat products

37

Milled products

43

Iron products

36

NOTES: *Mineral fuels are petroleum imports
SOURCES: [1 & 2] International Trade Centre, 2018, Atlas of Economic Complexity, 2018

Additional observations
•

Lesotho’s imports decreased by
~6% between 2014 and 2016.
There’s a decline in the value of the
top ten exports, with electrical
machinery being the only
exception.

•

Lesotho imports ~70% of its annual
food consumption. This suggests
that there is potential for import
substitution for food products and
some manufacturing products.
22

Lesotho has worked to improve its doing business rankings, and has
improved from 136 in 2014 to 100 in 2017
Lesotho’s performance in the Doing Business
Indicators (2014)
Enforcing
contracts: 144

Paying taxes:
101

Resolving insolvency:
104

Trading across
border: 144

Lesotho’s performance in the Doing Business
Indicators (2017)
Enforcing
contracts: 94
Paying taxes:
106

Resolving insolvency:
121

Trading across border:
39

Getting credit:
159

Protecting
Investors: 98

Getting credit: 82

Protecting minority
investors: 106

Getting electricity:
136

Registering
property: 88

Getting electricity:
150

Registering property:
108

Starting a
business: 89

Dealing with
construction permits:
145

Starting a
business: 117

Dealing with
construction permits:
171

Overall ranking (2014): 136 out of 190

Overall ranking (2017): 100 out of 190

Lesotho has worked to improve its doing business ranking by prioritising trading across borders and access to
credit; it is currently working on improving scores in resolving insolvency and starting a business.
SOURCES: Stakeholder interviews, 2018, World Bank, Doing Business 2014: Lesotho-Understanding Regulations for Small and Medium-sized
Enterprises, 2014, World Bank, Doing Business 2017: Lesotho – Equal Opportunity for All, 2017
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But Lesotho’s PESTEL performance indicates areas to improve in order
to foster inclusive growth, especially in the legal and social sectors
Legal
Some of the current legal,
regulatory and policy frameworks
inadvertently limit Lesotho’s
inclusive growth. This includes the
inability of Basotho people to have
dual citizenship leading some to
choose their South African
citizenship, to tensions between
customary and civil law which affect
land distribution for businesses.

Political
Progress has been made through
political reforms laid out by a
SADC Commission report after the
2014 instability. This has
contributed towards improving
the investment climate.

Economic
Lesotho previously recorded high
growth, but growth has slowed in
recent years. The GoL is working to
diversify Lesotho’s economy and is
working with the World Bank on a
private sector project and the
AfDB on economic diversification.

LESOTHO
Environmental
Lesotho’s climate and biodiversity
offer opportunities to grow
aquaculture and tourism. However,
climate change poses a challenge
to agriculture, as there currently
are no methods to insure farmers
against crop and livestock damage.
Environmental policies need to be
updated and enforced. For
example, the disposal of
manufacturing waste needs to be
improved.

Social
Technology
Agriculture is adversely affected
by technology challenges. Small
holder farmers do not have
irrigation technology, a factor that
worsened the effects of the
2015/16 drought. Many skilled
workers (technicians, doctors and
engineers) live in South Africa,
which may contribute to limited
innovation in the country.

SOURCES: Stakeholder Interviews, 2018, IMF, Lesotho Article: IV Report, 2018,

High unemployment and poverty
persist in Lesotho, forcing
Basotho people to move to
South Africa to work (legally and
illegally). Additionally, low wages
in the textile sector have led to
risky sexual behavior, as a means
to supplement incomes. However,
programs emerged to assist with
HIV/AIDS across productive
sectors.
24

There are several local challenges that persist in sustaining donor-led
projects that should be considered with the second Compact
There have been challenges sustaining donor-led projects in Lesotho.
Productive sector stakeholders have cited three main reasons for these
challenges, which MCC should take into account in the Compact’s design
phase.
– Limited buy-in from the private sector: When donor agencies leave,
there are often no private investors to take on the responsibility for
the project. The World Bank has addressed this challenge with the
horticultural project under the Private Sector Competitiveness and
Economic Diversification Project where two investors are exploring
options of investing in the project.
– Limited skills transfer to community members during the project:
Community members are often ill-equipped to assume responsibility
for donor projects after the donors leave – which could have been
addressed by training throughout the project period – such as
project management and fundraising strategies.
– Limited government capacity to assume responsibility of donor
projects when donors exit: Lesotho’s government often does not
have the capacity to sustain projects when they have been left
responsible by their donors. This is especially true for projects
requiring the involvement of the private sector.

MCC will need to keep these challenges in mind when designing the projects of the second Compact.
25

SOURCES: Stakeholder Interviews, 2018
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Dalberg analysed the productive sectors by completing a three phase
process in order to test the 2014 IOA findings

13 economic sectors

1. Developed an aggregated list
of economic sectors
• Aggregated the over 30 subsectors from Lesotho’s national
accounts and development
plans into 13 sectors based on
share of GDP

2. Identified high potential
sectors based on select criteria
• Analyzed each of the 13 subsectors using indicators within
four categories:
• Demand
• Economic returns
• Sustainability
• Government priority
area

Identified three
high-potential
productive
sectors

3. Assessed opportunities
within the priority sectors
• Interviewed more than 40
stakeholder organizations in
Lesotho to assess
opportunities in the identified
productive sectors
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Phase 1: Dalberg identified several economic sectors from Lesotho’s
national accounts and development plans
Primary Sector (13%)

Secondary Sector (25%)

Tertiary Sector (~62%)

Agriculture

Manufacturing

Wholesale and retail trade

Maize

Wheat

Deciduous fruits

Sorghum
Vegetables

Aquaculture

Food processing

Informal

Building

Bio tourism

Hydro power

IT Services

Restaurants

Historical
tourism

Accommodation
Professional Services
Finance

Eggs

Telecoms

Tourism and creative industries

Pigs

Poultry

Formal

Transportation, storage and
communication
Road

Electricity, gas and water
Rabbit

Chicken

Electronics

Infrastructure

Livestock

Sheep and goats (wool
and mohair)

Car seat
manufacturing

Construction

Trout

Cows

Textiles

Education

Health services

Real estate

Legal services

Extractives

Other services

Diamonds

Public administration and defence

SOURCES: Government of Lesotho, Lesotho National Strategic Development Plan I, 2012, ,Government of Lesotho, Budget Speech 2017/18,
2017, African Development Bank, African Economic Outlook: Lesotho, 2017, Letete, E., NSDP II Development and Strategies for Changing
Lesotho’s growth Path, 2018
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Phase 2: We used 4 key criteria to assess Lesotho’s economic sectors
and confirm the productive sectors identified by MCC’s IOA in 2014

Key criteria to identify priority sectors

Demand

Economic returns

•
•
•

Local demand
Regional demand
Global demand

•

Contribution to GDP and inclusive
growth
Contribution to exports
Contribution to job creation and
skills transfer

•
•
•

Sustainability and inclusion
•
•
Government priority areas

Agriculture

Manufacturing

Inclusion of vulnerable groups
(women, youth and people with
disabilities) in the sector
Positive environmental impact
Priority areas for government
economic growth strategies,
according to national development
plans

Tourism and
creative industries

Mining, construction and water sectors have also been identified as contributors to Lesotho’s short term growth. In
mining, growth between 2017/18 is projected at 17,3%, up from 8,1% in 2016/17 due to the recapitalization of
Liqhobong Diamond Mine. In the water sector, construction on the PHASE II of the Lesotho Highlands Water Project
begins in 2018 which will also support the construction sector.
SOURCES: Government of Lesotho, Budget Speech, 2018; LMDA, Lesotho Employment Statistics, 2018, Government of Lesotho, National Strategic
Development Plan I, 2012, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, Harvard Centre for
International Development, Atlas of Economic Complexity, 2018, International Trade Centre, 2018
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Tertiary sector

Secondary sector

Primary
sector

Phase 2: Agriculture, manufacturing, and tourism and creative
industries have most potential for inclusive economic growth
Demand

Economic returns

Sustainability and
inclusion

Government
priority area

Local, regional and
global demand

Number of jobs created,
contribution to exports
and GDP

Positive environmental
impact and inclusion of
vulnerable people

Inclusion in
national
development plans

Overall
ranking

Agriculture
Mining and quarrying
Manufacturing
Electricity and water

Construction
Tourism & creative
industries
Transportation and
storage
Wholesale and retail trade
Professional services
Public administration

Legend:

Very low potential

Low potential

Medium potential

High potential

Very high potential

The details on the sectors’ characteristics explaining these rankings are provided in the « Productive
Sectors » slides below, as well as in the appendices.
[1]: Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
Sources: Stakeholder interviews, LMDA, Lesotho Employment Statistics, 2018, Government of Lesotho, National Strategic Development Plan I, 2012, Letete, E., NSDP II
Development and Strategies for Changing Lesotho’s growth Path, 2018, Harvard Centre for International Development, Atlas of Economic Complexity, 2018, International
Trade Centre, 2018
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Phase 3: Dalberg conducted desk research and stakeholder interviews,
revealing several opportunities within these productive sectors
Sectors

Agriculture

Identified
sectors

Products and services
•

Horticulture: Currently growing apples, cherries, plums, mushrooms, cucumbers, peppers,
tomatoes, peaches, and potatoes. Opportunities exist for asparagus.

•

Livestock: Currently farming sheep and goats for wool and mohair. Opportunities exist for
farming cows for beef and dairy.

•

Poultry: Currently producing chicken and eggs. Opportunities for growth exist.

•

Aquaculture: Currently producing trout. Opportunities for growth exist.

•

Textiles: Currently cut, make and trim (CMT) textile manufacturing but potential for higher value
products. Opportunities exist for leather and footwear.

•

Agro-processing: Currently processing plants for chicken, tomatoes and green peppers for the
local market. Opportunities exist for manufacturing dried fruit, processing wool and mohair,
producing fruit juice, and producing cosmetics from essential oils of indigenous plants and fat
from wool and mohair.

•

Leather and footwear: Currently manufacturing and exporting footwear

•

Car seat manufacturing: Currently manufacturing seats for BMW SA and VW SA. Opportunities
exist to manufacture for Daimler SA and Toyota SA.

•

Electronics: Currently producing light bulbs, electrical circuits and offering assembly of electrical
appliances*. Opportunities exist for electronics assembly.

•

Tourism: Currently capitalizing on Afriski, Katse Dam, Sehlabathebe National Park,
Maletsunyane falls and other sights. Opportunities to develop adventure tourism, agri/bio
tourism, more sports training tourism, more cultural tourism.

•

Creative Industry: Currently producing hand crafted goods (e.g. Lesotho hat and mohair
tapestry). Opportunities exist in the music industry and to develop Lesotho as a film destination.

Manufacturing

Tourism and
creative
Industries

NOTES: *company may no longer be operational
SOURCES: Stakeholder interviews, LMDA, Lesotho Employment Statistics, 2018, Government of Lesotho, National Strategic Development Plan I,
2012, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, Harvard Centre for International Development,
Atlas of Economic Complexity, 2018,
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Additional opportunities for job creation are offered by the services
industry, which could support the growth of the productive sectors
Sectors

Identified
sectors

Other services

Products and services
•

High potential:
o Data collection, packaging and market research services
o Tailored BDS and incubation services

•

To further investigate:
o Data centers, taking advantage of the cold climate
o Call centers, taking advantage of the literate and English-speaking community
o Certification labs, to address the needs for standards
o R&D labs, to support and facilitate innovation across sectors

SOURCES: Stakeholder interviews, Government of Lesotho, National Strategic Development Plan I, 2012, Letete, E., NSDP II Development and
Strategies for Changing Lesotho’s growth Path, 2018
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Attractiveness1:

Agriculture

Demand

Economic returns

Sustainability
and inclusion

Government priority

OVERVIEW
Lesotho’s agricultural sector mainly comprises crops and livestock. Lesotho’s main crops include maize, sorghum, wheat,
beans and peas. Livestock that is mainly bred in Lesotho includes sheep, cattle, goats and pigs. Additionally, farmers rear
trout, poultry and farm other horticultural produce.

Agriculture sector overview

Demand

Economic potential

• Domestic market: 199,000
smallholder farmers produce for
local markets. Fewer commercial
farmers produce for local retail
markets, supermarkets and
restaurants.

Sustainability and inclusion

Agricultural Economic Performance
(2016)
GDP
5.0%
Number of jobs 23%, ~70% rural popn
Share of Exports
~8%

Top Agricultural exports (2016) [1]
USD million

• Regional markets: South Africa
imports Lesotho’s trout, fruits, live
animals, wool and mohair and
processed wheat.

47

Wool and Mohair

22

Wheat and wheat products

• Global markets: Japan is a major
trout market. Wool and mohair are
predominantly exported to China
and Germany, globally.

Dried fruits1
Plants used for perfumery

Legend:

Very low potential

13

Frozen Fish

Low potential

10
1

Medium potential

• Vulnerable groups: Women’s
participation in has declined from
~50% in 2000 to ~5% in 2016.
~17% of urban vs ~71% of rural
youth work in agriculture.
• Environment: Land degradation
and climate change are big
concerns in agriculture.
Government priority
• Under NSDP I: Agriculture was
identified as a sector driving
sustainable employment creation
and growth.
• Under NSDP II: Agriculture is a
growth sector: dairy, livestock,
poultry, trout are priority areas.

High potential

Very high potential

[1]: Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
Sources World Bank, World Development Indicators (2018,). International Trade Centre, 2018. Harvard Atlas of Economic Complexity , 2018) UNDP, Lesotho Socio-economic Policy Brief:
Lesotho (2014). Sefuthi, N. Disability Lesotho, 2016. International Trade Centre, Export Destinations , 2018. nternational Trade Centre, Export Products, 2018. McLoed, R., Trout Farming
in Land-licked Lesotho is an Export Success, 2014. National Strategic Development Plan I, 2012. Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018.
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Lesotho’s agricultural sector is currently dominated by subsistence
farming
Value of Food Imports and Exports [1]
USD millions
Food exports

Additional observations

Food imports

•

Lesotho’s agriculture is characterized by
smallholder farmers, with limited land,
constraining the volumes that can be
produced
by
individual
farmers.
Furthermore, farmers have limited access to
supply chains, reducing their ability to
produce for the national market. The majority
of what is produced is consumed by
households.

•

Agricultural productivity has been declining.
In field crops, farmers are producing less than
a ton per hectare while the optimum
production is ~7-10 tons per hectare. This
points to a need for farmers to use improved
production techniques. This is illustrated by
the progressive decline in food exports
between 1990 and 2014, while imports
increased over the same period.

189
112
111
6

2

0
1990

2000

2014

SOURCES: LMDA, Lesotho Employment Statistics, 2018, Government of Lesotho, National Strategic Development Plan I, 2012, Letete, E., NSDP II
Development and Strategies for Changing Lesotho’s growth Path, 2018, [1] Food and Agriculture Organisation, Lesotho Statistics, 2016,
Stakeholder interviews
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There is, however, potential to develop commercial farming – such as in
the horticulture value chain

•

Innovative farming practices, like block farming, allow
farmers to combine small pieces of land forming a parcel
capable of commercial agriculture. Farmers receive the
share of profits proportional to their land contributions.
This model has unlocked the potential of commercial
agriculture, especially for horticultural.

•

Horticulture in Lesotho is a nascent sector, and
opportunities in the sector have been supported by the
World Bank PSCDP. PSCDP ran a pilot study that
established that Lesotho has a comparative advantage
relative to South Africa’s Western Cape in deciduous fruits

•

Farmers with greenhouses and drip irrigation have been
successful in joining local supply chains, however, there
are challenges with limited land availability and urban
planning, irrigation, and IP protection of imported
cultivars

SOURCES: LMDA, Lesotho Employment Statistics, 2018, Government of Lesotho, National Strategic Development Plan I, 2012, Letete, E., NSDP II
Development and Strategies for Changing Lesotho’s growth Path, 2018, [1] Food and Agriculture Organisation, Lesotho Statistics, 2016,
Stakeholder interviews
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Horticulture indeed offers opportunities for commercial farming and
produce for the domestic, regional and global markets
INPUTS

PRODUCTION

PROCESSING

TRADE

Seed Suppliers
1. Smallholder
farmers

Extension services

2. Small Scale
commercial
farmers
3. Associations

Fertilizers and
pesticides

Export to SA and the EU

Small and
medium
Processors

c

Domestic consumption:
Retailers, fresh produce
markets, and the
hospitality sector

Legend

Opportunity areas for
Lesotho

SOURCES: Stakeholder interviews, 2018, Pitso, R. Lesotho Needs a Horticulture Strategy, 2015, World Bank, Project Helps Lesotho’s Rural Farmers
Become Certified Exporters, 2016
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Lesotho being a net-food importer, there is an opportunity to expand
production of food for local consumption – even beyond horticulture
Supply of food in Lesotho (2011) [1]
Percentage of total supply
Potatoes 8%

92%

Maize

80%

20%

Wheat

81%

19%

Sorghum

23%

77%
86%

Barley

14%

Tomatoes

100%

Milled rice

100%
31%

Meat

69%
100%

Fish
Milk

15%

85%
100%

Eggs
60%

Fruit
Vegetables
Import

34%

40%
65%

Production

Lesotho imports ~70% of its annual food consumption, suggesting that supply is the largest challenge,
not demand. This indicates that there are opportunities for import substitution for agricultural products
SOURCES: Stakeholder interview, Lesotho Employment Statistics, 2018, Government of Lesotho, National Strategic Development Plan I, 2012,
Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, [1] Lesotho Data Portal, 2014
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In addition, Lesotho’s unique climate offers opportunities in livestock,
horticulture and aquaculture
DRIVERS OF POTENTIAL GROWTH
•

Livestock:
• Opportunities for domestic and international markets
• Lesotho mainly produces grains (maize, wheat, barley, sorghum and oats).
Maize and sorghum are predominantly used for household consumption
but have potential to enter into animal value chains as animal feed,
provided local farmers opt in.
• Lesotho can explore opportunities to process wool and mohair, as well as
expanding into creating products like soap from the animal-fat by-products.

•

Horticulture:
• Lesotho has a comparative advantage over South Africa’s in terms of quality
of produce and time to market, with Lesotho fruits ripening 2-3 weeks
earlier than those from the Western Cape due to favourable climatic
conditions. Fruit can be exported to the South African market, before South
African farms are able to.
• Lesotho farmers have been successful in producing tomatoes, peppers and
mushrooms when using drip irrigation and greenhouses
• Lesotho farmers have already identified arable land for potato farming and
could be connected to local buyers.

•

Aquaculture:
• Lesotho’s dams and climate create a conducive environment for trout
farming, whose quality depends on temperatures. Katse Fish Farm (KFF)
and Highlands Trout (HT), operate at Katse Dam. More capacity in the
sector, which will be provided by the third reservoir planned in the Lesotho
Highlands Water Project, can expand exports beyond South Africa and
Japan.

SOURCES: World Bank, World Development Indicators, 2018, Stakeholder interviews 2018, International Trade Centre, 2018, Harvard Centre for
International Development, Atlas of Economic Complexity, 2018, AGOA Product Sectors, AGOA Website, 2018
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Attractiveness1:

Manufacturing

Demand

Economic returns

Sustainability
an inclusion

Government priority

OVERVIEW

Manufacturing sector overview

Lesotho’s manufacturing sector is dominated by fully foreign-owned firms, ~50% operating in the clothing and textiles,
food and beverages, and leather and footwear sub-sectors, largely. Other manufacturing plans in the country include
furniture, car seat, and electronics manufacturing.
Demand
• Domestic market: Lesotho’s agroprocessing is consumed locally.
• Regional markets: Within SADC and
SACU, Lesotho’s manufacturing
exports go to South Africa,
Namibia, Zimbabwe, Tanzania and
Mauritius. Exports include textiles,
leather products, processed food
and electronics.
• Global markets: Lesotho exports
electronic components to China
and Slovakia, clothing to the United
States and Canada, leather
products to Singapore, other nonelectric machinery to Germany and
Italy, and processed food to the
United Kingdom and New Zealand.
Legend:

Very low potential

Economic returns
Manufacturing Economic Performance
(2016)
GDP
13%
Number of jobs ~5% of the labor force
Share of Exports
~63%
Top manufacturing exports (2016) [1]
Percentage of total exports
12

Men’s suits and pants
11

Women’s suits and knits
Men’s shirts and knits

6

Sweaters and sweatshirts1
Women’s suits and pants

Low potential

Medium potential

5
4

Sustainability and inclusion
• Vulnerable groups: Manufacturing
sector employs ~76% women.
Interviews reveal that many young
people with degrees are employed
in textiles.
• Environment: Manufacturing has
negative environmental impact as
it often leads to water pollution.
Government Priority
• Under NSDP I: Manufacturing was
identified as a sector for
employment creation and growth.
• Under NSDP II: Manufacturing has
been identified as a priority sector,
with opportunities car seat,
electronics, food manufacturing.

High potential

Very high potential

[1] Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
Sources: World Bank, World Development Indicators, 2018. International Trade Centre, 2018. Harvard Atlas of Economic Complexity, 2018. UNDP, Lesotho Socio-economic
Policy Brief: Lesotho, 2014. Sefuthi, N. Disability Lesotho. International Trade Centre, Export Destinations, 2018,. International Trade Centre, Export Products, 2018. Bureau of
Statistics, Performance of the Manufacturing Sector, 2018. Bello et al, Water Pollution at Thetsane Industrial Area : A portrait of Attitudes, Values and Willingness to Participate
in Pollution Abatement Activities, 2007. National Strategic Development Plan I, 2012. Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018.
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Opportunities in Lesotho’s manufacturing sector currently seem more
accessible to foreign investors
•

The national manufacturing strategy is dictated by
activities of foreign investors – allowed to repatriate
all their proceeds.
• Footwear production is currently constrained
to two South African owned firms. These
factories employ ~900 people, and children’s
leather shoes for the South African market.

•

Lesotho has low wages and fewer days of labour
unrest, compared to South Africa – features that are
attractive even for South African firms. Low wages
extends poverty in Lesotho as people are paid below
living wages.

•

This strategy is at risk of excluding Basotho
manufacturers, particularly if they are unable to
finance their investments. For example, there are
~66 textile firms and ~6 are reportedly owned by
Basotho people

There is a potential to incentivise domestic investment in the manufacturing sector to ensure
that gains in the sector remain in Lesotho to foster additional growth.
SOURCES: Stakeholder interviews, 2018, Nkhahle, M., Township Automotive Component Manufacturing Cluster: Concept Notes, 2018, Atlas of
Economic Complexity, 2018, Koyane, R. Labour drives firm’s Relocation, 2015
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Several other opportunities are, however, available in Lesotho’s
manufacturing sector

•

Opportunities exist for Lesotho to take advantage of preferential trade
agreements like AGOA, with more than 6,400 products.

•

Lesotho imported approximately USD 102 million of knit fabric from China
and 54% of the AGOA apparel exports were knitted garments in 2012. There
are opportunities for other upstream manufacturing for the garments sector,
such as zippers, buttons, thread, and knit fabric. There are also plans to
develop a fabric mill.

•

Excluding from markets outside Africa, Lesotho’s products enjoy duty free
access to SACU and SADC countries, which have a total population of 277
million. LNDC is responsible for attracting foreign investment, and provides
several incentives, including tax breaks and providing factory shells below
market rates, for companies to set up manufacturing operations in Lesotho to
produce for these regional markets.

•

South African firms have been increasing their investment into Lesotho –
including to source manufactured products closer to their borders. Johnson
Controls, a global leader in automotive seating, and other products, relocated
part of its operations in South Africa to Lesotho because of its need to achieve
a more competitive manufacturing footprint.

SOURCES: Stakeholder interviews, 2018, Nkhahle, M., Township Automotive Component Manufacturing Cluster: Concept Notes, 2018, Atlas of
Economic Complexity, 2018, Koyane, R. Labour drives firm’s Relocation, 2015
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There is also an opportunity to change the paradigm of Lesotho’s
manufacturing sector – even in the textile subsector
Current textiles industry landscape

Potential textiles industry landscape

Skills

• Lesotho’s textile sector is dominated by
“cut-make-and-trim”, which has limited
opportunities for value addition – affecting
workers’ wages, from a minimum ~USD 94
a month for skilled workers to a minimum
of ~ USD 86 for an unskilled workers.

• Lesotho’s textile could capture more value
by moving away from “cut-make-and-trim”
to higher value projects activities like
design. For example, Basotho born designer
Thabo Makhetha uses the Basotho blanket
as a design her design aesthetic.

Policy

• The national policy benefits foreign
investors more than local investors – as
they have easier access to finance from
their home country and the ability to
expatriate their profit within requirement
to share of it in the local market.
• The GoL provides tax incentives to attract
investment into textiles and began
constructing factory shells.

Opportunities
for the Basotho
people

• ~80% of textile manufacturing factories
are fully foreign-owned, while 10% are
owned by Basotho and 10% are part
ownership between Basotho and foreign
nationals. However, Basotho cite limited
access to finance as an impediment in
engaging in the sector.

• Lesotho’s labour policy could be one of the
most advanced among developing economy.
• The GoL could ensure that policies are
adhered to by all firms and thanks to
frequent factory inspections and effective
sanctions mechanisms.
• The GoL could promote the development of
local investors – through tax incentives and
local content procurement policies.
• Access to finance and credit is improved for
local entrepreneurs – especially for training
and investment costs
• The GoL and local financials institutions
have a better understanding of the financial
needs of local manufacturers and their local
value chain

SOURCES: Tralac, Lesotho’s Textiles, Apparel and Footwear Manufacturing Industry, 2017, Stakeholder interviews, 2018, Bureau of Statistics,
Performance of the Manufacturing Sector, 2018, Tralac, Lesotho’s Participation in Apparel Value Chains: An Opportunity for Sustainable
development?, 2016, Thabo Makhetha, 2018
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In addition, there is some potential in agro-processing, car seat and
electronics manufacturing
DRIVERS OF POTENTIAL GROWTH
• Agro-processing: Lesotho’s agro-processing sector is nascent, but offers a
number of opportunities. SACU also offers opportunities for Lesotho to
produce for larger markets like South Africa. Food stuffs like sorghum biscuits,
produced by NUL, could be marketed as gluten free snacks for South Africa.
• Leather and footwear: Footwear is one of Lesotho’s top ten exports, with
exports increasing ~5% between 2014 and 2016, and leather was also a top
ten product in 2016. The AfDB currently conducting a value chain analysis of
the leather and footwear value chain.
• Car seat manufacturing: Lesotho’s stable labour environment exceeds that of
South Africa. Lesotho currently manufactures seat covers for BMW SA and VW
SA. Opportunities may exist with other car manufacturers like Toyota and
Daimler South Africa.

• Electronics assembly/manufacturing: Electronics exports in Lesotho are ~6%
of total exports in 2016. The sector can be enhanced by favourable labour
conditions.
• Manufacturing markets with preferential trade agreements: AGOA has listed
~6400 products where Lesotho only takes advantage of textiles. Opportunities
exits for Lesotho in Leather products, electrical equipment, agricultural
products, and food products – all in line with NSDP II. Investment in Basotho
companies is essential for success in manufacturing as this could improve work
conditions for factory workers. Exports will earn forex to be reinvested into the
country.
SOURCES: World Bank, World Development Indicators, 2018, African Development Bank, African Economic Outlook: Lesotho, 2017, Stakeholder interviews 2018, AGOA
Product Sectors, AGOA Website, 2018, Harvard Centre for International Development, Atlas of Economic Complexity, 2018, Lesotho Revenue Authority, LRA Website, 2018,
Lesotho Country Commercial Guide, Lesotho – Manufacturing, 2017, Tralac, Lesotho’s textiles, apparel and footwear manufacturing industry, 2017
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The leather and footwear value chain also represents an untapped
opportunity for Lesotho’s manufacturing and agro-processing industries …
ANIMAL HUSBANDRY

SLAUGHTERING

COLLECTION &
PRESERVATION

Butchers& informal
slaughter units
1. Salting
and pickling
facility

Pastoralists

Small holder
farmers

National abattoir

c

District
slaughterhouse

2. Skin and
hides
storage
facility

PROCESSING

Central
tannery

Leather works
Incubator
- Leather
processing,
leather products
manufacturing &
shoe factory

Legend

•

•

TRADE

Export to regional and
international markets

c
Domestic consumption
of footwear and other
leather products

Opportunity areas for
Lesotho

Lesotho leather sector has potential but currently lacks a structured supply chain. Most MSMEs rely on local
markets to sell their product and have not tapped into the more lucrative export markets. Social norms around
slaughtering livestock also limit the industry’s take-off.
Skills and technology are important constraints in the current industry structure. Mazenod Rural Tannery,
Lesotho’s only tannery, is operating below capacity and has low quality equipment, reducing the quality of the
leather.

SOURCES: [1] Global Development Solutions, Value Chain Analysis for the Skin, Leather and Footwear Sector in Lesotho: Final Report (February
2018), Stakeholder Interviews
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… as well as the wool and mohair value chain – as there is no wool and
mohair process unit in the country yet
INPUTS

Grazing land

Extension services

Sheep and goat
produces

GROWING

1. Individual
farmers (herd
size = 10-40;
Owners
=<12,000)
2. Associations
(herd size >50;
Owners=<
12,000)
3. Marginal
producers
(smugglers)
(herd size <10;
Owners< 10,000)

STORAGE AND
AGGREGATION

PROCESSING

Small and
medium
Processors
of wool and
mohair

~140
government
and private
sheds with
government
and private
staff

TRADE

Export

Cosmetics

Apparel
Auctions

Legend

Opportunity areas for
Lesotho

Lesotho’s wool and mohair sector employs ~38,000 smallholder farmers who employ as many as 75,000 herd boys.
Barriers to entry in the sub-sector are limited and there are opportunities for young people and women (however,
many women participate after inheriting livestock).
SOURCES: Stakeholder interviews, 2018, Tregurtha, N., Enhancing the Structure and Performance of Value Chains: A Case Study of the Lesotho
Wool and Mohair Sector, 20XX, Mokhethi, S. Africa Independent, Cashing in on Wool and Mohair Exports, 2016, Lesotho Times, Wool, Mohair
Scouring Plant can Create Jobs, 2016
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Tourism &
creative industries

Attractiveness1:

Demand

Economic returns

Sustainability
and inclusion

Government priority

OVERVIEW

Tourism and creative industries sector overview

As the “Kingdom in the Sky”, Lesotho’s tourism and creative industries sector has a number of comparative advantages,
like being a natural snow ski destination, which can be exploited to create direct and indirect employment in economy
through the sectors’ value chains and other adjacent industries.
Demand

Economic returns

• Domestic market: Lesotho
developed a domestic tourism
strategy to encourage Basotho
tourist to travel locally, rather than
going to South Africa. ~66% of
Basotho travelled locally in 2014.
• Regional markets: ~90% of
Lesotho’s tourists come from South
Africa and ~2% come from
Zimbabwe in 2016/7.
• Global markets: Lesotho also
attracted visitors from the UK,
India, the Netherlands, the US,
Germany, and China. The US,
Germany, Netherlands and China
all contributed ~1% each to total
arrivals in 2016/17.
Legend:

Very low potential

Sustainability and inclusion

Tourism Economic Performance (2016)

GDP
Number of jobs
Share of Exports

Low potential

5.3%
34,000 jobs
2.9%

Tourism visitor exports [1]
USD Million
46,9

27,6

28,1

2016

Projected
2017

Medium potential

Projected
2027

• Vulnerable groups: ~61% of people
employed in the sector are women,
and ~48% were between the ages
of 16–34.
• Environment: Tourism ministry
wants use local fauna as a tourist
attraction.
Government Priority

• Under NSDP I: Tourism was
identified as a sustainable growth
generators.
• Under NSDP II: Tourism and
creative industries are identified as
sectors for growth, although the
creative sector is nascent.
High potential

Very high potential

[1}]Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
Notes: Tourism visitor exports projections have been calculated by the World Travel and Tourism Council
SOURCES: World Travel & Tourism Council Lesotho: The Economic Impact Of Travel & Tourism 2017; Lesotho Tourism Development Corporation – Annual Tourism Arrivals and
Accommodation Statistics Report 2016, Government of Lesotho, Domestic Tourism Strategy Survey, 2015, Lesotho Tourism Development Corporation, Domestic Tourism Strategy, 2018,
Ministry of Tourism, Environment and Culture, Tourism Industry employment Survey, 2015, National Strategic Development Plan I, 2012, Letete, E., NSDP II Development and Strategies
for Changing Lesotho’s growth Path, 2018
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The GoL has recognized the potential of tourism and creative industries
and is updating its national strategy to unlock the sector’s potential
•

Lesotho last published a tourism master plan in 1989, however, a New
National Tourism Master Plan is underway. The national plan will include an
assessment of tourism potential of Lesotho, plans to revise the legal
framework and an effective action plan for implementation.

•

The Ministry of Tourism’s implementing agency, the LTDC, is working to
improve investment in the sector as many attractions remain underdeveloped. For example, ~21% of Lesotho’s tourists visit dams in Lesotho,
there is no diversity of activities when they arrive. This makes it difficult to
compete with international tourist destinations.

•

State involvement in the sector has historically crowded out investments by
businesses in the sector. A set policy and will provide a road map for
domestic and foreign stakeholders to expand their involvement in the sector.

•

Although creative industries do not have a separate strategy, the sub-sector
offers potential for young and old entrepreneurs to sell handcrafts, jewellery
and Basotho traditional tapestries. The sector will have access to the tourist
market and a project has been launched that links women’s handicraft groups
to US and Japanese markets.

•

The Ministry of Tourism, Environment and Culture is building capacity for the
film industry, so Basotho can produce content and Lesotho can become a
suitable destination for film. MNOs like Econet are setting up streaming
platforms to promote Basotho music. However, an appropriate institutional
reforms, like IP protection, are still required.

SOURCES: Finscope, Finscope MSME Lesotho, 2015, Rusike, M., Lesotho Investment Opportunities in the SADC Region Brochure, 2014, Government of Lesotho, National
Strategic Development Plan I, 2012, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, Lesotho Tourism Development
Corporation, Visitor Exit Survey, 2017, Stakeholder interviews, 2016, LTDC Tourism Website
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Lesotho is still developing its tourism master plan but the ministry of
tourism identified several criteria to advance the tourism sector
1

Minimises negative economic, environmental and social impacts

2

Generates greater economic benefits for local people and enhances the well-being of
host communities, improves working conditions and access to the industry

3

Involves local people in decisions that affect their lives and life changes

4

Makes positive contributions to the conservation of natural and cultural heritage, to
the maintenance of the world’s diversity

5

Provides more enjoyable experiences for tourists through more meaningful
connections with local people, and a greater understanding of local cultural, social and
environmental issues

6

Provide access for people with disabilities and the disadvantaged

7

Is culturally sensitive, engenders respect between tourists and hosts, and builds local
pride and confidence.

SOURCES: Ministry of Trade and Industry and Ministry of Tourism, Environment and Culture, Tourism Master Plan, Tourism Value Chain
Roundtable, 2018
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Lesotho’s unique natural and cultural capital indeed offers the
opportunity to develop a vibrant tourism & creative industry
DRIVERS OF POTENTIAL GROWTH
•

Natural skiing: Lesotho hosts Sub-Saharan Africa’s only natural ski destination. Lesotho
currently only has one ski resort, Afriski, which caters for all of the countries winter
sport tourism. This resort has not been fully utilized with demand still far outstripping
supply. There is therefore a need for more facilities to accommodate and increase
winter sport tourism.

•

Water sport: Lesotho’s abundant water sources make it an ideal destination for water
activities. Currently Katse Dam and Mohale Dam are the only destinations for water
sport in Lesotho. With the expansion of the Lesotho Highlands project and the building
of the Polihali Dam more opportunities exist to grow this tourism subsector.

•

Cultural and historical tourism: Lesotho’s rich history coupled with archeological sights
provide opportunities for investment and growth in cultural and historical tourism in
the country.

•

Film destination: Lesotho’s landscape and unique geography provides for opportunities
for the country to be a prime destination for location filming. In addition Lesotho can
export its landscape through film and other forms of visual media.

•

Government divestment of tourism assets: This aims to offer opportunities for the
involvement of private sector players to invest in tourism assets that the government
will put in concessions.

•

Adventure tourism: The lack of tarred roads in Lesotho and the mountainous terrain
create ideal conditions for adventure tourism. Lesotho currently hosts the “Roof of
Africa” – a motorbike racing competition. Adventure sports could be extended to
include cars.
SOURCES: Finscope, Finscope MSME Lesotho, 2015, Rusike, M., Lesotho Investment Opportunities in the SADC Region Brochure, 2014, Government of Lesotho,
National Strategic Development Plan I, 2012, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, Lesotho Tourism
Development Corporation, Visitor Exit Survey, 2017, Stakeholder interviews, 2016, Ministry of Tourism Website, 2018
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Several untapped opportunities are emerging to enhance visitors’
experience while generating growth in the tourism & creative industries
TRANSPORT

Airlines &
airports
Car hire
Taxis
Roads
Adequate
road signage

LODGING, FOOD
& DRINK

Hotels,
camping
guest houses

Restaurants
Global and
local food and
drink

ATTRACTIONS

Natural and
historical
sights
Man-made
features of
significance

ACTIVITIES

Tours
Local culture,
bio-tourism,
historical
tourism
Luxury activities
Arts and
culture
Local plays,
music events,
and galleries
Physical
activities
Adventure
tourism, hiking,
skiing rock
climbing

Legend

SHOPPING
PURCHASES

General retail
Purchase of
globally
available items

Local markets
Handicrafts,
artwork, food
stalls, local
books and
other art
performances

Opportunity areas for
Lesotho

Basotho entrepreneurs can establish businesses providing accommodation, dining and entertainment for
tourists – while the GoL can assist in making Lesotho more attractive to visitors by facilitating the provision of
health and police services, basic utilities and policy that eases doing business in the sector.
SOURCES: Hawkins,E., Knowledge Applications for Competitive Destinations: A Visitor Experience Value Chain Approach, 2005, Stakeholder
Interviews, 2018
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Several service sub-sectors emerged as having long-term growth
potential for Lesotho’s economy
Lesotho’s services sector has potential to facilitate growth the growth of the private sector and the NSDP II has identified the
potential of the services sector and will explore opportunities for call centers. Stakeholder interviews identified potential for market
research, BDS services, and data collection.
DEMAND
DRIVERS OF POTENTIAL GROWTH
• Foreign and local investors lack accurate data
• BDS Services: There are ~76,000 MSMEs in Lesotho and ~80%
on Lesotho’s productive sectors to make
of them operate in the informal sector. Many entrepreneurs
investments. Local investors have remarked
operating in the informal sector have potential to run
that the Bureau of Statistics is not very accurate
sustainable formal sector enterprises but may lack access to
and they need to improve their performance.
BDS which provides business incubation and after-care services.
• Local entrepreneurs require the services of
Stakeholders remarked that small businesses can have more
professionals to improve business operations.
potential than those receiving government tenders in Lesotho.
ECONOMIC RETURNS

•
•

Services accounted for ~48% of GDP in 2016,
the sector has been the largest GDP
contributor.
Services employed ~14% of Lesotho’s labor
force in 2016. The sector promises to be
labour intensive, with potential to reduce
Lesotho’s youth unemployment which is ~38%.

•

•

SUSTAINABILIY
• Call centres, data collection and certification
labs have high potential for youth
employment.

•

Data collection: There is limited data available of Lesotho’s
productive sectors. Stakeholders in the manufacturing sector
remarked that the LNDC has limited visibility on the profitability
of the textile sector, even though it is a key driver of growth.
There’s also limited data available on the number of
commercial farmers in the agricultural sector, and tour
operators in the tourism sector.
Certification labs: Prominent sectors like wool and mohair have
to use facilities in South Africa to test the quality of the wool
and they export. There are no technical standards boards for
agriculture and commercial farmers are unable to test the
quality of their produce locally. Farmers test their products in
South Africa which is expensive. This creates inefficiencies and
limits the potential for international export.
Call centers: The strong ICT Network in Maseru, the time zone,
and English as a official language are ideal conditions to
provide call center services to the global market.

SOURCES: Stakeholder Interviews, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, Central Bank of
Lesotho, Economic Review, 2012,African Development Bank, Economic Diversification Support Project, 2017, Global Africa Network, Invest in the
Establishment of a Call Centre in Lesotho, 2017
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The binding constraints identified in 2014 still pose a threat to growth
in the productive sectors

Categories of binding constraints

Regulatory & Policy coordination
Inefficient public financial management
dysfunction
• Ineffective public financial management
involves government failures to properly
collect revenue, and once collected to
effectively spend this revenue.
• Some examples include delays in payments
to contractors; collapse in government
projects; diverting allocated funds from
growth sectors etc.

Government failures
• Planning and coordination failure, including failures of
government ministries, institutions and the private sector
to work together on the development and
implementation of sector specific policies and
regulations.

• Policy Failures, including lack of sector specific policies
and regulations, or sector-specific policies that fail to
address the gap or failure to address the challenges they
are meant to address.

Poor Health primarily related to HIV/AIDs
• By 2016 Lesotho had the second highest HIV prevalence rate in the world at 25% and
Antiretroviral therapy stood at 53%. New infections had declined from 30 000 in
2005 to 21 000 in 2016.
• Lesotho has burden of HIV/Aids, and the disease burden poses the greatest
challenge for agricultural productivity.
• While steps have been taken to reduce the impact of HIV/AIDS on the labor forces,
additional socio-economic issues which contribute to HIV/AIDS prevalence still
persist.
57

SOURCES: UNAIDS Data 2017; Avert.org

Inefficient public finance adversely impacts agriculture the most, with
the loss of the Agribank being a major contributor to the lack of growth
Sectors

Severity

Rationale

Agriculture

• Poor financial management led to the closure of Agribank,
which resulted in the loss of agriculture specific financial
products and expertise.
• In the past public financial mismanagement also led to closure
of aggregation markets. To rectify this a new horticulture
market center – financed by the Enhanced Integrated
Framework – was recently launched in Maseru.
• Ineffective use of government subsidies in the sector has
stunted growth and/or increase in commercialization of sector.

Manufacturing

• Failure to effectively collect tax revenue from foreign-owned
textiles manufacturers has resulted in loss of revenue that
could be reinvested in the Lesotho. This also presents many
tax avoidance issues.

Tourism &
Creative
industries

• Government failure to manage its tourism assets results in a
decline in standards of major tourist attractions.
• Poor financial management and planning results in
government failing to pay private tourism operators – thus
slowing down the growth of private sector players in this
sector and sometimes putting them at risk of closure.
• Poor financial management resulted in ineffective marketing
and promotion of tourism and creative industries regionally
and globally.
Legend:

Minor

Moderate

Major
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SOURCES: Stakeholder interviews; Dalberg analysis

Planning and coordination failures lead to government departments
failing to effectively communicate and implement policy
Sectors Stakeholder
Severity
• SOURCES:
interviews; Dalberg analysis
•
•

Agriculture
•

•

Manufacturing

•
•

•

Tourism &
Creative
industries

•

Rationale

Failure to coordinate on urban planning has resulted in fertile
land being used for residential purposes instead of
agriculture.
Infrastructure coordination failures, resulting in a lack of
roads, have limited farmers access to markets.
Coordination failures have resulted in a some challenges in
the institutional framework of the new horticulture center –
with various ministries failing to agree on which ministry the
center should fall under.
Planning and coordination failures have resulted in a
manufacturing sector that has been dominated by the
textiles industry – mainly by firms being foreign-owned.
Government has failed to plan for investments in local
textiles firms.
Government also failed to facilitate integration of local firms
into value chains and equity stakes in the textile industry.
Coordination failures between Ministry and LTDC result in
unclear demarcation of duties. This means that the Ministry
and LTDC often overlap in duties resulting in ineffective
policy and strategy development and implementation.
Infrastructure coordination failures have resulted in lack of
road access resulting in lack of access to tourism sites.
Legend:

Minor

Moderate

Major
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SOURCES: Stakeholder interviews; Dalberg analysis

Public policy has consistently failed to engage the right actors at the
right level, resulting in uninformed and ambiguous policy guidance
Sectors

Severity

Rationale

Agriculture

• Policy failures have resulted in ineffective land reforms: the Land Act
of 2010 has resulted in ineffective and incorrect land use, as it allows
land title holders who cannot use their land themselves to lease it out
for residential purposes – often resulting in arable land suitable for
agriculture being leased out for residential purposes.
• Lack of policies promoting local sourcing in agriculture
• Failure to properly enforce the reform for access to land by women.

Manufacturing

• Government policy failures have resulted in depressed wages within
textiles industry – resulting in socio-economic failures such as
increased HIV/AIDS infection and poverty.
• Failure to enact policies to incentivize local manufacturers has
resulted in few locally owned firms within textiles industry.
• Policy failure has resulted in ineffective use of AGOA.

Tourism &
Creative
industries

• Government policy failures resulting in a lack of an updated Tourism
Strategy and Policy.
• No policies and codes of conduct for operators within the sector.
• No policies to protect of biodiversity resulting in a lack of ecotourism
• Lack of intellectual property legislation resulting in a vulnerable
creative industries and lack of incentives for artists to produce art in
Lesotho.
• Tax policy failures often result in tourism sector paying tax twice. The
government is supposed to provide a tax withholding certificate to
some tourism operators to allow them to reclaim some tax payments;
the Government however sometimes fails to make the repayments.
Legend:

SOURCES: Stakeholder interviews; Dalberg analysis

Minor

Moderate

Major

60

A high prevalence of HIV/AIDS has hampered productivity throughout
Lesotho, most significantly in agriculture and manufacturing
Sectors

Severity

• SOURCES: Stakeholder interviews; Dalberg analysis

Rationale

Agriculture

• With 40% of the economically active population
working in agriculture, the high prevalence of HIV/AIDS
has caused a substantial decrease in active adults
working in agriculture.
• Loss of productivity in agriculture has resulted in land
lying fallow for extended periods of time.

Manufacturing

• In the past the prevalence of HIV/AIDS had an adverse
impact on the productivity of manufacturing, especially
the textiles industry.
• Provision of health care facilities at textile factories
has improved the situation however stigma still
continues to discourage employees from using these
facilities which results in high absenteeism.
• Low wages in textiles contributes to socio-economic
issues resulting in increased HIV/AIDS infections.

Tourism &
Creative
industries

• HIV/AIDS prevalence has not had a substantial effect on
the tourism sector. However, death of musicians and
other artists has been a loss to the sector.
• Tourism was historically seen as a major driver of
commercial sex work.
Legend:

Minor

Moderate

Major
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SOURCES: AfDB Socio Economic Database

Categories of factors

In addition to binding constraints, human capital, infrastructure, and
market failures are factors affecting growth in the productive sectors
Human Capital

Infrastructure

Technical skills
• Low skilled labor may be a problem due to
poor job-readiness and soft skills.
• Technical skills may be lacking, which would be
particularly problematic for manufacturing
jobs.
Business skills
• Lack of business and entrepreneurial skills
have limited growth of MSMEs within
productive sectors.
• Limited business skills has resulted in business
failures.

Roads
• Lack road infrastructure inhibits access to markets, only
~22% of Lesotho’s road network is tarred.
Water
• Water infrastructure may be poor, and particularly
problematic for agriculture-based sectors.
ICT
• Only ~27% of individuals were using the Internet in 2016
and fixed broadband subscriptions were 2,230.
• ICT infrastructure – access to mobile network coverage is
concentrated in urban areas.
• Intermittent coverage and internet disruptions prohibit
the use of mobile infrastructure in rural areas.

Market failures
Access to finance
• The cost of finance may be high for certain segments of population.
• Potential borrowers may perceive informal banking/ finance to be more effective, with
only 43.8 borrowers from commercial banks per 1,000 adults.
Market access
• The sector may be highly fragmented, resulting in limited local market linkages.
• There may be insufficient regional market access due to poor access to trade routes.
• Global market access may be limited in the sector because of trade agreements.

SOURCES: World Bank Data – “Individuals using the Internet (% of population)”; “Fixed broadband subscriptions”, “Borrowers from commercial
banks”; Kingdom of Lesotho 2018/2019 -2020/21 Budget Strategy Paper
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All of these factors have a negative impact on the productivity of
Lesotho’s agriculture sector
Factors

Severity

Research and Stakeholder Observations

Business
skills

• Agriculture is still on a largely subsistence basis - ~23% of Lesotho’s labor
force engaged in subsistence agriculture - as a result people lack the
requisite business skills for agriculture as a business.

Technical
skills

• Skills are very much in the hands of elders and elderly. Many of the youth
are not interested in farming. There is a need for intergenerational
mentorship to transfer skills to youth, and to strengthen technical skills
through skills development initiatives.

Human capital

Infrastructure

Market
failures

Roads

• Lack of proper road infrastructure cuts farmers off from their markets. Often
this results in farmers not being able to get their fresh produce out of their
farms resulting in wastage.

Water

• Access to water infrastructure is not readily available and people have had
to make their own provisions for this through boreholes.
• Only ~32% of households had piped water to their yard/plot by 2015.

ICT

• Lack of adequate ICT infrastructure has meant that “smart farming” systems
have not been introduced within the sector.

Access to
finance

• Lack of agriculture specific financial products and expertise inhibit the ability
for farmers to access finance.

Market
access

• Little or no access for farmers to major supermarkets - due to low
production volumes and difficulties maintaining quality consistency.
Legend:

Minor

Moderate

Major

SOURCES: Stakeholder interviews; Dalberg analysis; AfDB Socio Economic Data Base http://dataportal.opendataforafrica.org/bbkawjf/afdb-socioeconomic-database-1960-2019?country=1000370-Lesotho; LMDA Lesotho Labour Markets Report

63

Manufacturing is also affected by these factors, with a particular
emphasis on the impact of limited access to finance
Factors

Human capital

Infrastructure

Severity

Research and Stakeholder Observations

Business
skills

• Lack of local players in the manufacturing sector results in little to no business
skills within local players as a result.

Technical
skills

• Lesotho is often used as a training ground for South African textile firms – the
best performing employees leaving the country.

Roads

• Lack of proper roads increase travelling tie for inputs that need to be
imported into Lesotho, increasing input costs.

Water

• Access to water infrastructure is often slow and expensive. To attract foreign
investment LNDC has had to provide water infrastructure to factory spaces.

ICT

Access to
finance

• Access to ICT infrastructure is relatively good in the Maseru area, although
considered expensive.
• Internet bandwidth wholesale prices are ~ M7,000 per MB per second per
month and 1Mbps leased-lines cost ~M1,500.
• Banks are wary of lending to local manufacturing firms as they do not
understand the needs of local manufacturers.

Market failures
Market
access

• Lack of local manufacturers means that local manufacturers do not have
access to AGOA market – due to limited volume and quality consistency

Legend:

Minor

Moderate

Major

Source: Stakeholder interviews; Lesotho Communications Authority and The International Telecommunication Union “The State of ICT in
Lesotho(2016)” March 2017
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Lesotho’s tourism sector is unable to witness its potential, due in part
to limited business skills, and poor infrastructure and market access
Factors

Severity

Business
skills

• Lack of business skills within tourism and creative industries because these
sectors have not been prioritized within formal education.

Technical
skills

• Lack of training for skills needed in tourism sector. Graduates only have
theoretical training from hospitality schools, but no practical training and skills
• Creative industries seen as a hobby rather than a vocation resulting in a lack of
technical skills.

Human capital

Infrastructure

Research and Stakeholder Observations

Roads

• Lack of road infrastructure cut tourists off from prime tourism locations and
limit access of tour operators to tourists.

Water

• Access to water was not cited as a key factor inhabiting the sector.

ICT

Access to
finance
Market failures
Market
access

• Lack of ICT infrastructure was noted in the Highlands – with only ~ 1% of
rural households having a fixed internet connection.
• Commercial banks are wary of giving finance to tourism and creative
industries.
• Government is a main player in the sector is a bad payer resulting in tourism
sector defaulting on banking loans (due to delayed payments for their
services).
• Lack of access to markets, through government crowding out, has slowed
down growth in the sector.
Legend:

Minor

Moderate

Major

SOURCE: Stakeholder interviews; Lesotho Communications Authority and The International Telecommunication Union “The State of ICT in
Lesotho(2016)” March 2017
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Among the constraints and factors inhibiting growth, the key challenges
lie in government failures – policy, planning and coordination
Key challenges
Government planning
and coordination

Policy failures

Description
•
•
•
•
•
•

•

Infrastructure

Market failures

Duplication of roles and duties between the tourism ministry and LTDC, that have stifled
the growth and the direction of tourism sector
Government failing to plan beyond the immediate future and take a long-term view
Lack of an effective data collection and dissemination mechanism
Limited quality of the public services, mainly due to the lack of use and enforcement of
performance indicators.
Poor land reforms resulting in land misuse with arable land, suitable for agriculture,
being used for residential purposes – thus slowing the progression of commercial
farming
Lagging women’s ownership of land, despite the introduction of the Legal Capacity of
Married Persons Act
Lack of a comprehensive tourism policy resulting in an absence of direction and
prioritization of specific tourism opportunities to be pursued.

Infrastructure inefficiencies - whether roads, water, or ICT leading to:
• Farmers being cut off from markets
• Tourists being prevented from accessing tourism assets
• Local manufacturers being discouraged from setting up their own factories
• Farmers being discouraged from using smart farming technology.
•
•

Commercial banks having limited risk appetite and expertise to lend to stakeholders
within the productive sectors
Lack of sector-specific financial products has also inhibited access to finance.
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Lesotho could benefit from integrated support to become a more
private sector-led economy

Support for effective policy
planning, especially through
multi-sectoral and integrated
planning informed by reliable and
up to date data

Support for effective policy
implementation,
especially through mulcistakeholder coordination

Private sector economy
effectively taking into
account sustainability and
inclusiveness objectives

Support for more MSMES having
access to finance, especially
through financial literacy and the
promotion of development finance
– including microfinance,
mesofinance, private equity/
venture capital, and commercial
finance tailored to local productive
sectors needs
Support for high quality public
service, especially through the
tracking of performance indicators,
capacity building and incentives
mechanisms

Support for policy promoting local
private sector development,
especially through support for local
entrepreneurs and policy
promoting local content

Support for easier access to
land and basic infrastructure,
especially for company
registration and operational
needs

Promotion of PPPs, to involve
the private sector in the large
infrastructure projects financing
and implementations

Support for easier access to reliable
and up to date data, through both
public and private data collection and
dissemination initiatives – and
benefitting local and international
stakeholders

68

Source: Dalberg analysis. OCHA Humanitarian icons.
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APPENDIX 1: Table of acronyms (1/2)
Acronym
AfDB

Definition

AGOA

African Development Bank
African Growth and Opportunity Act

AIDS

Acquired Immunodeficiency Syndrome

BDS

Business Development Services

BMW
CA
EU GSP

Bavarian Motor Works
Constraints Analysis
European Union General Scheme of Preferences

FDI

Foreign Direct Investment

FIT
GAP

Finance, Investment and Trade
Good Agricultural Practices

GDP

Gross Domestic Production

GoL

Government of Lesotho

HIV
ICT

Human Immunodeficiency Virus
Information and communication technology

IFAD

International Fund for Agricultural Development

IOA

Investment Opportunity Analysis

IP
LENAFU

Intellectual Property
Lesotho National Farmers Union
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APPENDIX 1: Table of acronyms (2/2)
Acronym

Definition

LMDA

Lesotho Millennium Development Agency

LNDC

Lesotho National Development Corporation

LTDC
MCC

Lesotho Tourism Development Corporation
Millennium Challenge Corporation

MSMEs

Micro, small and medium-sized enterprises

NSDP

National Strategic Development Plan

NUL

National University of Lesotho

PESTEL

Politics, Economics, Social, Technology, Environment and Legal

PLA

Potato Lesotho Association

PPP

Public-Private Partnership

PSCEDP

Private Sector Competitiveness and Economic Diversification Project

SACU

Southern African Customs Unions

SADC

Southern African Development Community

SADP

Smallholder Agriculture Development Project

SMME

Small Micro Medium Enterprises

SSA

Sub-Saharan Africa

USD

United States Dollar

VW

Volkswagen
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APPENDIX 2: List of stakeholders interviewed (April 2018)
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APPENDIX 2: List of the stakeholders interviewed in April 2018 (1/5)
Organization name

Sector

Public / Private / Civic
Org

Description

Alosang enterprises

Agriculture

Private

Farm and agro-processor

Ministry of Agriculture and Food
Security

Agriculture

Public

Ministry in charge of agriculture and
food security

Wool and Mohair Centre

Agriculture

Civic organization

Private sector that aggregates wool
and mohair from farmers for export

Basali Khoebong

Agriculture

Civic organization

Association for poultry farmers

Lesotho Young Farmers

Agriculture

Civic organization

Association of Basotho young
farmers

Lesotho National Farmers Union
(LENAFU)

Agriculture

Civic organization

National union of farmers in Lesotho

Block Farmers Association

Agriculture

Civic organization

Association for block farmers

Potato Lesotho Association

Agriculture

Civic organization

Association of potato farmers

Rantekoa Commercial Farm

Agriculture

Private

Farm and agro-processor

Leribe District Farmer’s Association

Agriculture

Civic organization

Farmer’s association in Leribe
district

Maseru District Agricultural Union

Agriculture

Civic organization

Farmers union in Maseru district
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APPENDIX 2: List of the stakeholders interviewed in April 2018 (2/5)
Organization name

Sector

Public / Private / Civic Org

Description

Lesotho Manufacturers
Association

Manufacturing

Civic organization

Tour Operators Association

Tourism

Civic organization

Hotel and Hospitality
Association

Tourism

Civic organization

Tour Guide Association

Tourism

Civic organization

Association for tour guides

Ministry of Tourism,
Environment and Culture

Tourism

Public

Ministry in charge of tourism

Lesotho Tourism
Development Corporation

Tourism

Public

Government entity responsible for
implementing state tourism policy

Association of Travel Agents
Tourism
in Lesotho

Civic organization

Association for travel agents

Ministry of Finance

Financial

Public

Ministry in charge of national finance

Lesotho Post Bank

Financial

Public

Central Bank of Lesotho

Financial

Public

First National Bank Lesotho Financial

Private

National association for Lesotho
Manufacturers
Association for entrepreneurs in tour
operations
Association for entrepreneurs in the
hospitality sector

Banking institutions where the
majority stake is held by the
government
Independent entity responsible for
national financial stability and
macroeconomic growth
Private retail bank operating in
Lesotho
75

APPENDIX 2: List of the stakeholders interviewed in April 2018 (3/5)
Organization name

Sector

Public / Private / Civic Org

Description

Compuscan Lesotho

Financial

Private

Credit bureau operating in Lesotho

Sekhametsi Investment
Corporation

Financial

Private

Private investment corporation in
Lesotho

Econet

Telecommunications

Private

Mobile network operator

Vodacom

Telecommunications

Private

Mobile network operator
Government parastatal responsible
for regulating the communication’s
sector
Ministry of Development Planning NSDP II economic consultant
Government employees pension
fund
Ministry of Development Planning NSDP II consultant

Lesotho Communications
Authority

Telecommunications

Public

Dr. Letete

Services

Public

Public Officers Defined
Contribution Pension Fund

Services

Public

NSDP II gender consultant

Services

Public

Mr. Monyamane

Services

Private

Serial entrepreneur in Lesotho

Mr. Isaac Nkhama

Services

Private

Entrepreneur with ties in Lesotho

Ms. Memafe

Services

Private

Nala Enterprises

Federation of Women
Lawyers

Services

Civic organization

Activist association to advance
women’s rights
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APPENDIX 2: List of the stakeholders interviewed in April 2018 (4/5)
Organization name

Sector

Public / Private / Civic Org

Dr. Mokuku

Services

Civic organization

Ministry of Development
Planning

Trade and Industry

Public

National University of
Lesotho Innovation Hub

Education and
training

Public

Ms. Gusman

Construction

Private

Private Sector Foundation
SMME Support Network

Cross sector
involvement
Cross sector
involvement

Civic organization
Civic organization

Lesotho National Federation
Cross sector
of Organisations for the
involvement
Disabled

Civic organization

Lesotho National
Development Corporation

Public

Cross sector
involvement

Description
Project Manager for Private Sector
Competitiveness and Economic
Diversification Project
Ministry in charge of trade,
industry, cooperatives and
marketing
Incubator that develops products
and works entrepreneurs
Entrepreneur in the constructions
sector
Association of private sector firms
in Lesotho
Organization supporting SMME
development
Activist organization working to
advance the rights of disabled
people
Government parastatal responsible
for stimulating investment in
Lesotho
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APPENDIX 2: List of the stakeholders interviewed in April 2018 (5/5)
Organization name

Basotho Enterprises Development
Corporation
Ministry of Small Business
Lesotho Land Authority

Sector

Cross sector
involvement
Cross sector
involvement
Cross sector
involvement

Public / Private/ Civic
Org
Public
Public
Public

USAID Southern Africa Trade and
Investment Hub

Cross sector
involvement

Donor

Lesotho Millenium Development
Agency

Cross sector
involement

Public

Description

Government parastatal aimed at
promoting Basotho owned businesses
Ministry responsible for supporting
MSME development
Organization for the administration of
land services
The USAID Southern Africa Trade and
Investment Hub boosts trade and
investment with and within Southern
Africa.
Lesotho government agency that
oversees and manages the
implementation of work-in-progress of
projects which were not finalized by the
Millennium Challenge Account.
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APPENDIX 3: Snapshot additional productive sectors
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Mining and quarrying

Attractiveness1:

Demand

Economic returns

Sustainability
and inclusion

Government priority

OVERVIEW

Mining and quarrying sector overview

Lesotho’s mining and quarrying sector is largely concentrated on diamond mining. Artisanal miners and domestic
companies also produce small amounts of agate and other semiprecious gemstones, clay, sand and gravel, and stone
(both crushed and dimension). The country also has small amounts of uranium, coal and iron.

Demand

Economic returns

• Domestic market:. Production of
agate, semi-precious stones and
stone is largely left for the local
market. Sandstone mining, in
particular has boomed in recent
years and serves the local market.

Mining and Quarrying Economic
Performance (2016)
Contribution to
GDP
Number of jobs
Share of Exports

• Regional markets: There is no
indication that Lesotho exports
products from the mining and
quarrying sector to the regional
markets.

~3000
~30% (Diamond
exports only)

3,3

1,3

2012
Very low potential

8%

Diamonds as a share of total exports [1]
Percentage
29,7

• Global markets: Lesotho’s exports
diamonds to the EU.

Legend:

Sustainability and inclusion
• Vulnerable groups: ~5% women
are employment are employed in
the sector.
• Environment: Mining companies
are required to undertake
environmental impact assessments,
however NGOs report grievances
by local communities.

Low potential

2013

0,0

0,0

2014

2015

Medium potential

2016

Government Priority
• Under NSDP I: The policy
recognized mining’s high
contribution GDP, and stated that
the sector is not a priority sector
because of limited employment.
• Under NSDP II: Mining is only
recognized as a short-term
contributor to growth

High potential

Very high potential

[1] Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
SOURCES; Barry.J., The Minerals Industry of Lesotho, 2017, Central Bank of Lesotho, CBL Economic Review, 2012. International Trade Centre, 2018, Mpaki, B.
Sandstone, an Untapped Resource, 2016 , Daily Maverick, Lesotho Miining: Endless broken promises as families live with cracked houses, 2017. National Strategic
Development Plan I, 2012, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018
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Attractiveness1:

Electricity and water

Demand

Economic returns

Sustainability
and inclusion

Government priority

Electricity and water sector overview

OVERVIEW
Lesotho Electricity and Water Authority (LEWA) is responsible for the electricity and water sector in Lesotho. Two state
entities dominate electricity supply – the Lesotho Electricity Company (LEC) and the Lesotho Highlands Development
Authority (LHDA). LHDA also operates the Highlands Water Scheme, responsible for water exports to South Africa.
Demand

Economic returns

• Domestic market: Lesotho’s
electricity and water sector largely
serves the domestic population.
There is room for growth in this
sector as only ~30% of the
population has access to electricity.
Furthermore, Lesotho imports
electricity from Mozambique.
• Regional markets: Lesotho exports
water to South Africa through the
Lesotho Highlands Water Project.
Water exports to South Africa bring
in ~USD 62M which contribute to
Lesotho government expenditure.
• Global markets: Global markets are
not a potential market for the
electricity and water sector.
Legend:

Very low potential

Sustainability and inclusion
Tourism Economic Performance (2016) • Vulnerable groups: Women
comprise ~14% and youth ~0,1% of
total employment in the sector.
GDP
~5%
• Environment: Lesotho’s power is
Number of jobs
~1100
generated from hydro and wind
Water exports
sources, whose impact on the
Share of Exports
accounted for ~0,01%
environment is substantially less
than fossil fuels.
Electricity, Water and Gas Contribution to
GDP [1]
Government Priority
Percentage
• Under NSDP I: The policy states
5,5

5,4

5,1

4,9

4,9

2012

2013

2014

2015

2016

Low potential

Medium potential

intentions to increase clean energy
production capacity to attain selfsufficiency and export.
• Under NSDP II: Electricity and
water are not high potential sectors
because of limited employment
creation and value chain potential.
High potential

Very high potential

[1] Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
SOURCES: Lesotho Electricity and Water Authority, 2018,Mokhethi, S., Tapping into Lesotho’s Clear Waters, 2016, World Bank, World Development Indicators, 2018.
Bureau of Statistics, National statistical System of Lesotho: Statistical Reports, 2017, Bureau of Statistics, ILFS Report, 2008, National Strategic Development Plan I,
2012, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, All Africa, Mozambique: EDM Sells Electricity to Lesotho, 2018
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Attractiveness1:

Construction

Demand

Economic returns

Sustainability
and inclusion

Government priority

OVERVIEW
Lesotho’s construction sector is largely dependent on public investment. The sector is expected to grow owing to the
construction of the second phase of the Lesotho Highlands Water Project. Other construction projects include the four
special economic zones ear marked by the state agency Lesotho National Development Corporation.

Construction sector overview

Demand

Economic returns

• Domestic market: Lesotho’s
construction sector currently
services the domestic sector.

Construction Economic Performance
(2016)
GDP
4%
Number of jobs
~500
Share of Exports
N/A

• Regional markets: Regional
markets are currently not a
potential market Lesotho’s
construction businesses.

Construction Contribution to GDP [1]
Percentage

• Global markets: Global markets are
currently not a potential market
Lesotho’s construction businesses.

7,3
6,2

2012
Legend:

Very low potential

Low potential

2013

5,4

2014

5,1

2015

Medium potential

4,3

2016

Sustainability and inclusion
• Vulnerable groups: Women
comprises ~44% , while youth
comprise ~7% of total employment.
• Environment: Companies are
required to complete environmental
impact assessment and which
mandates environmental
restoration.
Government Priority
• Under NSDP I: NSDP I recognized
potential in the sector due to phase
2 of the Lesotho Highlands Water
Project, but, job growth is minimal.
• Under NSDP II: NSDP II does not
consider construction as a growth
sector because of the limited value
chain potential.

High potential

Very high potential

[1] Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
Sources: Bureau of Statistics, National statistical System of Lesotho: Statistical Reports, 2017, Bureau of Statistics, ILFS Report, 2008, National Strategic Development
Plan I, 2012, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, Rantlo, T., Environmental Impact Assessment Legislation in
Lesotho, Swaziland and South Africa, 2015, Cross Border Road Transport Agency, Lesotho Country Profile, 2017, AfDB, African Economic Outlook: Lesotho, 2017
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Wholesale and retail
trade

Attractiveness1:

Demand

Economic returns

Sustainability
and inclusion

Government priority

OVERVIEW

Wholesale and retail trade sector overview

The rebound in Lesotho’s economic growth has supported the rebounding of the wholesale and retail sector due to
increasing consumer spending. The sector is dominated by MSMEs - ~30% of MSMEs in Lesotho are in the wholesale and
retail trade sector.
Demand

Economic returns

• Domestic market: Wholesale and
retail are concentrated in the
domestic market, with little to no
export.
• Regional markets: Wholesale and
retail players currently lack the
ability to scale to regional markets.
Dominate players in Lesotho are
South African retailers – Pick n Pay
and Mr Price.

Sustainability and inclusion

Whole, Retail and Trade Economic
Performance (2016)
GDP
10%
Number of jobs
~97,000
Share of Exports No recorded exports
Wholesale, Retail and Trade Contribution
to GDP [1]
Percentage
11,8

12,5

2012

2013

11,3

• Global markets: Current wholesale
and retail does not have the ability
to scale to global markets

Legend:

Very low potential

Low potential

2014

10,0

10,4

2015

2016

Medium potential

• Vulnerable groups: Women
comprise ~33%, while youth
comprise ~6.4% of total
employment in the sector.
• Environment: Poor waste
management in the sector poses a
challenge to sustainability efforts.
Government Priority

• Under NSDP I: Wholesale and retail
were not areas of focus under the
NSDP I.
• Under NSDP II: Wholesale and
retail are not considered potential
areas for growth under the NSDP II.

High potential

Very high potential

[1] Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data .
Sources: Bureau of Statistics, National statistical System of Lesotho: Statistical Reports, 2017. Bureau of Statistics, ILFS Report, 2008, National Strategic Development
Plan I, 2012. Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018. All Africa, Mozambique: EDM Sells Electricity to Lesotho,
2018; International Labour Organisation, Lesotho - Employment by sector, 2017. Finmark Trust, Finscope MSME Survey: Draft Report, 2016.
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Transportation and
storage

Attractiveness1:

Demand

Economic returns

Sustainability
and inclusion

Government priority

OVERVIEW

Transportation and storage sector overview

Lesotho’s formal transport and storage sector is small but there are opportunities for local exports to increase their
share of the market by transporting Lesotho’s exports to South Africa – which include machinery and mechanical
appliances, electrical appliances, textiles and textile articles.
Demand

Sustainability and inclusion

Economic returns

• Domestic market: Currently cargo
and passenger transport services
are provided for by private
operators in the freight, taxi and
bus industries.
• Regional markets: Regional
markets are currently not a
potential market Lesotho’s
transportation and storage sector
(except for South Africa).

Transportation and storage Economic
Performance (2016)
GDP
2%
Number of jobs
~27,000
Share of Exports No recorded exports
Transport and Storage Contribution to
GDP [1]
Percentage
2,6

2,6

2,6

2,2

2,1

2015

2016

• Global markets: Global markets are
not a potential market Lesotho’s
transportation and storage sector.
2012
Legend:

Very low potential

Low potential

2013

2014

Medium potential

• Vulnerable groups: The sector
employs ~30% women, and youth
comprise ~1.6% of total
employment in the sector.
• Environment: Road transportation
has negative environmental effects.

Government Priority

• Under NSDP I: NSDP I recognizes
the need to develop integrated
transport systems – prioritizing the
improvement of national roads and
access roads.
• Under NSDP II: Not considered an
area for growth by NSDP II.

High potential

Very high potential

[1] Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
Sources: Bureau of Statistics, National statistical System of Lesotho: Statistical Reports, 2017, Bureau of Statistics, ILFS Report, 2008, National Strategic Development
Plan I, 2012, Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018, All Africa, Mozambique: EDM Sells Electricity to Lesotho, 2018,
Lesotho, 2017, Lesotho Millennium Development Agency, Unemployment Statistics, 2018; ILOSTAT “Lesotho - Employment by sector” (Nov 2017); Cross Border Road
Transport Agency, Lesotho Country Profile Report (March 2017)
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Professional services

Attractiveness1:

Demand

Economic returns

Sustainability
and inclusion

Government priority

OVERVIEW

Professional services sector overview

The Professional services sector includes IT, financial services and insurance, real estate, professional scientific and
technical services, and administrative services. The GoL is looking to expand the stake of local actors in the sector as it is
considering selling shares in the West Indian Ocean Cable Company and improve the provision of ICT services.
Demand

Economic returns

• Domestic market: Lesotho’s
services sector comprises local
foreign-owned businesses with
South African firms dominating
financial services and the IT sector.
There is potential for services more
tailored to the Basotho consumers’
needs.
• Regional markets: Regional
markets are currently not a
potential market Lesotho’s
professional services.
• Global markets: Global markets are
currently not a potential market
Lesotho’s professional services.
Legend:

Very low potential

Sustainability and inclusion

• Vulnerable groups: Women
comprise ~88%, and youth make up
less than 1% of total employment in
the sector.
• Environment: Professional services
has a relatively low environmental
impact compared to other sectors.

Professional Services Economic
Performance (2016)
GDP
Number of jobs
Share of Exports

17%
~73,000
0,6%

Professional Services Contribution to GDP
[1]
Percentage
15,9

17,0

17,5

18,4

17,4

2012

2013

2014

2015

2016

Low potential

Medium potential

Government Priority
• Under NSDP I: Professional
services were not considered as
an economic growth creating
sector.
• Under NSDP II: Not considered a
potential area for growth under
the NSDP II.

High potential

Very high potential

[1] Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
Sources: Bureau of Statistics, National statistical System of Lesotho: Statistical Reports, 2017. Bureau of Statistics, ILFS Report, 2008. National Strategic Development
Plan I, 2012. Letete, E., NSDP II Development and Strategies for Changing Lesotho’s growth Path, 2018. International Labour Organisation, Lesotho - Employment by
sector, 2017. World Bank, World Development Indicators, 2018. Stakeholder interviews, 2018.
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Public administration

Attractiveness1:

Demand

Economic returns

Sustainability
and inclusion

Government priority

OVERVIEW

Public administration sector overview

Lesotho’s public sector is large, as public expenditure is ~60% of GDP. The government has recognized that the size of
the public sector is unsustainable, and is working to improve the efficiency and effectiveness of the public sector with
support of the World Bank’s Country Partnership Framework.
Demand

Economic returns

• Domestic market: The government
of Lesotho directly, through
government ministries and
parastatals, and indirectly, through
setting legislation allowing service
provision, supplies a range of
services to the Basotho population.
• Regional markets: Regional
markets are not a potential market
Lesotho’s public sector services.

Public Administration Economic
Performance (2016)
GDP

21%
~59,000 (including
Number of jobs
parastatals)
Share of Exports
NA
Public Administration Contribution to
GDP [1]
Percentage
23,5

22,3

20,7

20,2

20,6

2012

2013

2014

2015

2016

• Global markets: Global markets are
currently not a potential market
Lesotho’s public sector services.

Legend:

Very low potential

Low potential

Medium potential

Sustainability and inclusion
• Vulnerable groups: Women
comprise ~50% of total employment
in the sector, and youth comprise
~4,3% of employment in the sector.
• Environment: The public sector sets
the tone for environmental policy,
although there’s no data on the
sectors impact on the environment.
Government Priority
• Under NSDP I: NSDP I recognizes
the need to strengthen public
services, like education, but does
not consider the public sector a
growth area.
• Under NSDP II: Not considered a
potential area for growth under the
NSDP II.

High potential

Very high potential

[1] Dalberg’s assessment of the sector’s attractiveness level – based on quantitative and qualitative data.
Sources: Bureau of Statistics, National statistical System of Lesotho: Statistical Reports, 2017. National Strategic Development Plan I, 2012. Letete, E., NSDP II Development
and Strategies for Changing Lesotho’s growth Path, 2018. All Africa, Mozambique: EDM Sells Electricity to Lesotho, 2018. Lesotho Millennium Development Agency,
Unemployment Statistics, 2018. World Bank, Lesotho’s New Partnership Framework Supports Improved Public Sector, Private Sector Job Creation, 2016.
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