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Map of IFAD-funded operations in the country
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Executive summary

1.

In IFAD’s engagement in the Kingdom of Lesotho since 1980, the Fund has
established a strong partnership with the Government of Lesotho. This country
strategic opportunities programme (COSOP) builds on the partnership, while
introducing a new focus on rural transformation, engagement with the private
sector and measurable results.

While Lesotho has made significant progress in poverty reduction and economic
growth in recent decades, pockets of deep poverty remain in rural areas along with
continuing inequality. The contribution of agriculture to Lesotho's GDP, which was
in decline, stabilized at between 5 and 6 per cent over the past decade. In spite of
this decline, it remains the primary source of income for approximately 38 per cent
of the population and contributes to the livelihoods of 70 per cent of the rural
population.t2:3

Climate change and severe environmental degradation represent a serious
challenge to rural residents, leading to declining crop yields, degraded rangelands,
and the loss of catchments and watersheds.*

The Government’s second National Strategic Development Plan 2018/19-2022/23
(NSDP II) sets out a vision to shift from a government-led to a private sector-led
growth model, which includes a focus on agriculture and tourism.

This COSOP's theory of change is premised on the understanding that deep and
pervasive rural poverty cannot be overcome only through a focus on increasing the
poorest and most vulnerable households' agricultural productivity. Rather, the
development and growth of a more inclusive rural economy requires a mix of
interventions, which includes differentiated support to different categories of
household producers, according to their resources and asset base. This will include
support for emerging small-scale commercial farming and the development of
off-farm employment opportunities for households with limited productive
opportunities.

Aligned with the NSDP II objectives, and based on extensive consultations with the
Government and United Nations Country Team, this COSOP's goals and strategic
objectives are as follows:

. Goal. Contribute to the transformation of rural Lesotho towards a more
resilient and economically productive environment that allows its population
to sustain their livelihoods and overcome poverty and malnutrition.

o Strategic objective 1. Inclusive commercialization of the rural economy;
and
o Strategic objective 2. Strengthen an enabling natural and business

environment for sustainable and resilient rural transformation.

In collaboration with the Government and other partners, IFAD will provide support
through a mix of interventions, including: loan-financed rural investment projects;
grant-financed analysis and capacity-building; and country-level policy engagement
and formulation.

" Vulnerability Assessment and Analysis Report (Lesotho Vulnerability Assessment Committee [LVAC], 2018).
2 Lesotho Human Development Report (United Nations Development Programme, 2019).

3 Global Database of Shared Prosperity (World Bank, 2019a).

4 Intervention Modality Selection report (LVAC, 2016a).
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Kingdom of Lesotho

Country Strategic Opportunities Programme

I.

Country context and rural sector agenda: key
challenges and opportunities

Political context. The Kingdom of Lesotho, which is a constitutional monarchy
governed by a parliamentary democracy, has experienced periods of political
instability over the past two decades. This has resulted in three general elections
between 2012 and 2017, and the establishment of a series of coalition
governments. Changes in these coalitions negatively impact intergovernmental
relations and policy coherence. They also raise the risk that development
programmes, initiated under one government, may not be assigned the same
priority by a different one.

Regional integration. As a small land-locked country, Lesotho’s macroeconomic
stability is highly dependent on economic trends in South Africa and its annual
allocation from the Southern African Customs Union, which has declined in recent
years. Remittances are an important contribution to Lesotho’s economy, but they
declined from 25 per cent of GDP in 2010 to 15.4 per cent in 2018,° thereby
reducing disbursable income available to rural areas (see appendix XII).
Commodities produced in Lesotho have to compete with economies of scale in
South Africa, constraining import substitution. Lesotho is the water tower of
southern Africa, supplying water to South Africa's Gauteng area; and its rivers lead
up to Botswana and Namibia.

Poverty. Rural poverty and unemployment are persistent challenges in Lesotho,
exacerbated by one of the highest HIV infection rates in the world.® Lesotho ranks
159t out of 189 countries on the United Nations Development Programme Human
Development Index, with a score of 0.520. An estimated 49.7 per cent of the
population live below the national poverty line. There are large geographic
variances in poverty distribution, with the incidence in rural areas being twice as
high compared to urban areas.” Although the national poverty level decreased by
7.3 per cent from 2002 to 2018, this was primarily due to a decline in urban
poverty since rural poverty in this period remained constant at around 60 per cent.
Overall, unemployment is estimated to be 32.8 per cent and is highest among
women at 39.7 per cent.®

Agriculture sector and rural economy. Lesotho has a population of 2.1 million,
65.8 per cent of whom live in rural areas. The majority of poor people

(80.4 per cent) live in rural areas and are predominantly engaged in subsistence
agriculture, which employs approximately 38 per cent of the labour force.®10:11
Smallholder farmers, generally operating on less than 1 hectare of land, dominate
agricultural production. Inappropriate agricultural practices, difficult agroclimatic
conditions and limited arable land are major factors limiting agricultural growth.
The contribution of agriculture to Lesotho’s GDP declined from an estimated

20 per cent in the 1980s to approximately 6 per cent in 2017.'2 Food security,

5 This decline is largely due to reduced work opportunities in South Africa’s mining sector.

6 See Social, Environmental, and Climate Assessment Procedures (SECAP) appendix for additional discussions.

" The national poverty line is 648.88 maloti per adult per month, equivalent to US$1.56 per day (US$1:113.9 maLoti).
On this basis, 60.7 per cent of Lesotho’s rural population lives in poverty compared to 28.5 per cent of its urban
population (Lesotho Bureau of Statistics [LBoS], 2019).

8 Male unemployment rate is 26.2 per cent (LBoS, 2014).

° LBoS (2019).

© UNDP (2017).

" Global Database of Shared Prosperity (World Bank, 2019a).

"2 bid.
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especially for staple production of subsistence farmers, is challenged by frequent
droughts!3 (see appendix VI).

Climate change (CC). Lesotho’s unique environment and geophysical location
render it particularly vulnerable to the impacts of CC and variability (characterized
by irregular rainfall, droughts, storms and abnormal temperature patterns), which
threaten vulnerable communities' livelihoods. Severe soil erosion, caused by
inappropriate soil tillage and overgrazing, is an aggravating factor. Annual
depletion of natural resources is estimated at 4.6 per cent of gross national
income.!* Lesotho is a drought-prone country and long-range forecasts indicate an
even higher incidence of El Nifio conditions.®

Food insecurity. In 2018, Lesotho ranked 78t out of 119 countries on the Global
Hunger Index; with a score of 23.7, the country is considered to suffer from a
serious level of hunger.'®

Nutrition. Nutritional trends in Lesotho have varied in recent years. Chronic and
acute malnutrition in children under 5 have decreased since 2004; stunting,
however, remains at approximately 33 per cent (above the 30 per cent threshold
for chronic malnutrition set by the World Health Organization). A recent “Fill the
Nutrient Gap” analysis by the World Food Programme reveals that, on average, 56
per cent of Lesotho’s households are unable to afford a nutritious diet.

Women. Despite progress in formalistically advancing gender equality, the
majority of women and girls in rural areas still suffer from limited access to finance
and land, insufficient infrastructure, limited technical and professional skills, and
poor health outcomes.!”:18

Youth. Young people, aged 15 to 35, make up 39.8 per cent of Lesotho's
population and three quarters live in rural areas, where about half are engaged in
agricultural activities.!®

Government policy and institutional framework

Agriculture’s contribution to GDP was 6.9 per cent per year between 2011 and
2016, but public spending in the sector amounted to less than 3 per cent per year
during this period.2? Although the contribution of crop production to GDP

(1.9 per cent) is less than that of livestock (4.4 per cent), public expenditure on
subsidies provided to the Summer Cropping Programme are roughly ten times the
amount spent on livestock.?!

Despite the importance of agriculture for the rural economy, the sector suffers from
a too limited number of strategies and policies. Existing policies and strategies are
also somewhat outdated and/or are not being implemented. Nevertheless, the
second National Strategic Development Plan 2018/19-2022/23 (NSDP II)
emphasizes the critical importance of agriculture for rural poor people and sets
three goals for development of the sector: (i) sustainable commercialization and
diversification of agriculture; (ii) development of a well-functioning Lesotho
agrifood system; and (iii) rehabilitated rangelands and wetlands.

The absence of a clear policy framework has led to incoherence and uncertainty in
the sector. Similar gaps exist in the legislative framework, needed to regulate the
sector, notably relating to rangeland management, land tenure and/or use, and the

3 See SECAP appendix for additional discussions.

4 United Nations Development Assistance Framework (UNDAF) for Lesotho 2019-2023 (United Nations Lesotho, 2018)
8 LVAC, 2018.

162018 Global Hunger Index (Concern Worldwide et al., 2018)

7 Government of Lesotho, 2019.

8 UNDAF, 2018.

' Ibid.

20 World Development Report 2019: The Changing Nature of Work (World Bank, 2019b).

21 1bid.
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role of traditional authorities in regulating natural resource use. There is thus need
to strengthen the policy and regulatory framework for agricultural development, to
achieve the NSDP II goals.

The Food and Nutrition Security Policy (2017) together with the Food and Nutrition
Strategy and Costed Action Plan (2019-2023) provide a framework to address the
multidimensional drivers of poor nutrition. Lesotho has ratified the Paris Agreement
and its nationally determined contribution details planned mitigation and adaptation
actions for a variety of sectors up to 2030.2?

The 2017 National Climate Change Policy Implementation Strategy sets out a broad
framework for implementing a national CC strategy, including the promotion of
climate-smart agriculture and food security systems.?3

The Ministry of Agriculture and Food Security is the lead agency for IFAD-supported
projects, but the Fund also works closely with other ministries including: Forestry,
Range and Soil Conservation; Local Government and Chieftainship; Small Business
Development, Cooperatives and Marketing; Energy, Mining, and Water; and
Tourism, Environment and Culture.

IFAD engagement: lessons learned

A review of IFAD projects in Lesotho between 1998 and 20182425 provided valuable
project-specific lessons, which have been incorporated into the design of this
country strategic opportunities programme (COSOP). It revealed that IFAD’s broad
focus on poverty alleviation, food security and nutrition enhancement through
sustainable agriculture and effective natural resource management was well
founded. General lessons learned from past projects are detailed below.

(i) Targeting. There is a need for accurate targeting of beneficiaries and
differentiated project support, given the varying agroecological zones and
levels.

(ii) Effective participation strategies. Building beneficiary buy-in and
commitment to project interventions requires concerted, ongoing
participatory processes; incentives must also be integral to project design.

(iii) Behavioural change. Changing behaviour patterns in the use of natural
resources is critically important for ensuring the sustainability of project
interventions.

(iv) Embedded projects. Projects should be fully embedded in - and owned by -
implementing ministries.

(v) Project management units. Effective staffing (in terms of appointment and
retention) is critical to the success of projects. Delays in project start-up have
negative impacts.

(vi) Monitoring and evaluation (M&E). M&E systems, including a
comprehensive baseline, should form an integral part of project design.

(vii) Project sustainability. Post-project sustainability should be integrated into
project design and be an intrinsic part of every exit strategy negotiated with
the Government.

2 The adaptation measures proposed for the agriculture sector include: diversification of livestock practices; increased
access to drought-resilient crops; improved soil management; implementation of efficient irrigation systems; and
prioritization of climate-smart agriculture, which is also included in Lesotho’s mitigation contribution.

2 Ministry of Energy, Meteorology and Water Affairs, 2018.

2 The COSOP will aim to align project interventions with the Sustainable Development Goals, the objectives of IFAD’s
Strategic Framework, the strategic pillars of the UNDAF for Lesotho (especially pillars 2 and 3), and the Government’s
national priorities (as discussed in paragraph 12).

% See COSOP results review.
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(viii) Grants and matching funding. The use of matching funds has been more
effective than grants in increasing the output of small-scale producers,
although the latter may also assist them under the right circumstances.

(ix) Strengthening value chains. The designs of projects intended to
strengthen agricultural production should include a value chain-strengthening
component.

(x) Strengthening capacity and ownership. There is a need to strengthen
capacity within implementing ministries in which previous weak project
management led to delays in project start-up, impacted spending patterns
and led to some injudicious adjustments in project implementation.

(xi) Simplicity of design. The COSOP results review (CRR) highlighted the
challenges faced in implementing complex projects, with a diverse array of
interventions. It underscored the need for simplicity as well as limited, but
focused, interventions, in order to maximize project impact.

Affirmed by the lessons learned from previous projects, this COSOP will continue to
contribute to three areas, which IFAD has historically supported in Lesotho,
namely: (i) natural resource management; (ii) smallholder commercialization and
rural enterprise development; and (iii) promotion of the wool and mohair sector,
albeit adapted to contemporary circumstances.

Country strategy

Comparative advantage

Building on 40 years of partnership with the Government, IFAD has a comparative
advantage in providing support to Lesotho, and this long history of collaboration is
reflected in this COSOP's formulation:

(i) Exclusive focus on rural development and poverty reduction. IFAD is
the only international financial institution and United Nations agency that
invests in large-scale projects, exclusively focused on rural development.

(iil) Mobilizing rural investment. IFAD has demonstrated its capacity to
mobilize multiple parties to cofinance large projects, such as the Wool and
Mohair Promotion Project (WAMPP) and the upcoming Lesotho Integrated
Catchment Management Programme (LIMAP), aimed at transforming
important segments of the rural economy.

(iii) Integrated and aligned implementation. IFAD-financed projects are fully
aligned with government priorities and their implementation is led by
government ministries.

(iv) The largest donor in the small livestock sector. IFAD is the largest donor
supporting the development of wool and mohair value chains, which are
critical to increasing Lesotho’s agricultural contribution to GDP and improving
the livelihoods of rural households.

(v) A commitment to inclusive rural transformation. IFAD’s Strategic
Framework, which identifies inclusive rural transformation as core to the
Fund’s mandate, is closely aligned with the objectives of NSDP II.

Target group and targeting strategy

Theory of change. Based on the experience of previous IFAD projects in Lesotho
and on the findings of the CRR, the theory of change, which informs this COSOP, is
premised on the understanding that deep and pervasive rural poverty cannot be
overcome only through a focus on increasing the poorest and most vulnerable
households' agricultural productivity. Rather, the development and growth of a
more inclusive rural economy requires a mix of interventions, which will include
differentiated support to different categories of household producers, according to
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their resources and asset base. In line with the NSDP II's strategic objectives, this
will include support for emerging small-scale commercial farming, while support for
the development of off-farm employment opportunities is intended to help
households with limited productive opportunities.

Target group. Based on the logic of the theory of change, three groups have been
identified as beneficiaries of IFAD support. The primary group (category A) will
comprise small-scale producers including poor smallholder farmers, livestock
owners and herders, together with unemployed youth and wage labourers.
Category B will include semi-commercial and emerging commercial farmers, while a
limited amount of enabling support will be provided to commercial farmers
(category C).

Figure 1
Targeting model

Category C
Commercial farmers

Category B
Emerging farmers

Category A
Vulnerable rural

households

. Men
®

Women

Youth

Targeting strategy. The COSOP’s targeting strategy (see figure 1) specifically
aims to improve livelihoods and resilience to CC. Category A interventions will focus
on access to productive resources, improved food security, creation and
strengthening of saving groups, establishment of local markets, and access to
off-farm income sources and employment opportunities. Category B interventions
will focus on capacity-building in climate-smart agriculture, increased crop and
livestock productivity, access to new technologies and information, access to
markets and training in agribusiness and enterprise management. Category C
interventions will focus on capacity-building in climate-smart agriculture,
strengthening value chains and market linkages, and working with category A and
B beneficiaries whenever possible. Collaboration between and graduation from
categories will be achieved through producers’ organizations, collective marketing
and/or co-investment, where appropriate. The COSOP will target approximately
235,000 households (about 869,000 individuals). The split between groups is
broadly assumed to be 10-20 per cent (category A), 15-30 per cent (category B),
and 50-75 per cent (category C). Support for women and youth will be a focus of
all projects, and quotas will be set for their inclusion, with the overarching aim to
include 50 per cent women and 35 per cent youth.2¢

Geographic targeting will be informed by the agricultural potential of different
agroecological zones. Consideration will be given to the depth of poverty, the
concentration of vulnerable households and the potential complementarity of new

% |FAD’s Social, Environmental and Climate Assessment Procedures (SECAP; see appendix VI) include more details
on targeting.



23.

24,

25.

26.

EB 2019/128/R.18/Rev.1

interventions with ongoing IFAD projects. There will be a particular focus on the
highlands due to the high concentration of poverty (62.5 per cent) in these areas.?’
Measures will be introduced to prevent elite capture of project interventions and to
ensure the inclusion of poor households.

Overall goal and strategic objectives

This COSOP's overall goal is to contribute to the transformation of rural Lesotho
towards a more resilient and economically productive environment, which allows
the population to sustain its livelihood and overcome poverty and malnutrition. The
COSOP will pursue two strategic objectives, complemented by several
cross-cutting objectives (see figure 2) and, in so doing, will contribute directly to
Sustainable Development Goals 1, 2, 4, 8, 10, 13 and 15.

At present, most rural households have no or little commercial orientation and
practise unsustainable agriculture that causes severe land degradation on arable
fields and rangelands. CC makes poor households even more vulnerable. IFAD
interventions aim to shift farmers and herders towards climate-smart and resilient
practices, and make farming a business (see figure 2).

Strategic objective 1: Inclusive commercialization of the rural economy.
This strategic objective aims to promote commercially viable and inclusive
production clusters in the crop, livestock and off-farm sectors. With a focus on
increasing smallholder productivity, interventions will promote connectivity along
selected value chains to link small producers with market opportunities in a
sustainable manner. Attention will be given to the development of rural enterprises
and other off-farm activities, including wage employment.

Strategic objective 2: Strengthen an enabling natural and business
environment for sustainable and resilient rural transformation. This
strategic objective aims to establish an enabling platform for the emergence of
thriving and inclusive commercial agricultural systems. It will focus on:

(i) maintaining and improving the natural resource base; (ii) promoting CC
adaptation and mitigation for resilient production systems; (iii) promoting business
development services and supporting emerging and young producers to access
necessary skills, services and products; (iv) promoting regulatory and policy
frameworks to foster inclusive rural transformation; (v) creating opportunities for
rural households to access and effectively use microfinancing; and (vi) linking
partners and markets within and outside rural Lesotho in order to increase
productivity and enable target populations to transition out of persistent poverty.

Figure 2
Strategic objectives

Strategic objective 2: Strengthen an enabling natural and
business environment for sustainable and resilient rural
transformation

Strategic objective 1: Inclusive commercialization of the rural

economy

Natural resource base

27 Government of Lesotho, 2019.
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Activities implemented within the two strategic objectives will be complemented by
cross-cutting interventions on gender empowerment, promotion of youth and rural
entrepreneurs and improvement in nutritional status, while taking into account the
serious challenge of HIV/AIDS. These issues are discussed in detail in appendix V.28

In addition, the COSOP will adopt the following principles for project design and
implementation:

(i) Behavioural change. A central tenet of IFAD’s technical support is that
sustainable development is contingent on changes in human behaviour. This
can only be achieved over time and through a participatory process that
includes incentives and sanctions.

(ii) Private sector engagement and value chain development. Faced with a
low level of commercialization and a small and under-developed private
sector, interventions are needed to support the development of value chains,
strengthen market linkages and increase opportunities for the entry of private
service providers into the sector.

(iii) Results-focused and evidence-based decision-making. Considerable
emphasis will be placed on evidence-based decision-making, accountability in
implementation, and measurable results.

(iv) Innovation and learning for scaling up and replication. Innovation in
the design and implementation of interventions will be encouraged to allow
for evidence-based decision-making.

(v) Use of modern technologies. Project interventions will make use of modern
technology and digital tools to innovate and encourage the participation of
young people. These might include the use of GPS to track vegetation
changes, mobile financial transfers in microfinancing systems, etc.

(vi) A focus on sustainability. Project designs will strongly emphasize
post-project sustainability, including strengthening rural institutions, a focus
on administrative ownership, maintenance of effective administrative
systems, and the need for future budget allocations.

Menu of IFAD interventions

Loans and grants. There are currently three investment projects underway in
Lesotho: (i) the cofinanced Smallholder Agriculture Development Project (SADP) II,
which is in its start-up phase; (ii) WAMPP, which has undergone a midterm review;
and (iii) SADP I, which is in the process of closure. Furthermore, the COSOP
includes two new projects under the Eleventh and Twelfth Replenishments of
IFAD’s Resources (IFAD11 and IFAD12) together with regional grants where
relevant.

2 |FAD projects will take HIV/AIDS into account by, for instance, sensitizing extension workers, having training locations
close to beneficiary households to reduce travel distance and time, promoting labour-saving and improved methods and
crops, or promoting nutrition-sensitive agriculture to promote healthy nutritious diets. Project staff will sensitize
beneficiaries on existing community health and welfare programmes, where they may find counselling and support.
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Figure 3
Portfolio of current and projected projects (2019-2029)

Project
SADP |/

LASAP

SADRP Il

Ongoing
Planned

30. SADP I/Lesotho Smallholder Agriculture Development Project (LASAP).
Launched in 2009, this project pioneered the commercialization of smallholder
agriculture through a matching grants scheme, introduced climate-smart
production systems to Lesotho and provided financial assistance for scaling up.

31. WAMPP. The project has leveraged significant cofinancing, underpinned by a
strong emphasis on value chains, resulting in greater resilience in wool and mohair
production, and increased profitability. This includes significant investments in:
improving range management; promoting a national breeding programme; and
improving fibre handling.

32. SADP II. A follow up to SADP I, this project, cofinanced with the World Bank, will
have an increased focus on climate-smart agricultural practices and will channel
significant investments in irrigation infrastructure to support intensive, high-value
cash crop production. It will also promote market-oriented extension services and
provide support for young and emerging commercial farmers.

33. LIMAP. This will focus on addressing the mutually reinforcing challenges of rural
poverty and environmental degradation. By addressing the causes of environmental
degradation holistically, this project aims to develop models for integrated
catchment management.

34. Wool and Mohair Sector Development Project (WMSDP). This pipeline project
will build on the achievements of WAMPP to promote wool and mohair production in
Lesotho, with a focus on value addition and efficiency gains at the national level.

35. Active grants. Lesotho has received a range of regional grants; those active
during this COSOP are listed below (see appendix XIII):

(i) Impacts at the landscape level. This grant supports the establishment of a
land degradation surveillance framework for Lesotho, which will be used to
develop remote sensing capacities in the Ministry of Forestry, Range and Soil
Conservation.

(i) Farmers’ organizations for Africa, Caribbean and Pacific. Implemented
by the Lesotho National Farmers Union, this grant aims to increase incomes
and improve the livelihoods, food and nutrition security of smallholder
farmers in targeted areas.

(iii) Multi-country climate risk analysis. Implemented by the University of
Cape Town, this analysis assesses the effects of CC on rainfed agricultural
crops, rural households and agricultural value chains.

(iv) LASAP. This Global Environment Facility-financed grant aims to increase the
resilience of small-scale agriculture to the impacts of CC.
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Country-level policy engagement. Informed by the findings of the CRR and
building on current operations, the following areas have been identified for policy
engagement in Lesotho, during this COSOP period:

(i) The Rangeland Management Act and its implementation. Through
WAMPP, IFAD and the Government have agreed to revise the country’s
Rangeland Management Act to clarify its legal status and strengthen its
regulatory powers, in support of rangeland conservation interventions.

(ii) Wool and mohair sector regulations. The governance of the wool and
mohair sector is currently being restructured, and IFAD, through WAMPP, will
work with the Government of Lesotho to strengthen the regulatory framework
and governance of the sector and ensure that smallholders have a voice in
this process.

(iii) Implementation and M&E plan for a new agriculture sector strategy.
Following an AG-Scan (agricultural scan) and discussions with relevant
ministries, IFAD and the Government agreed to revise the country’s
agriculture sector strategy and M&E systems in an undertaking that will also
assist effective tracking of IFAD-supported interventions.

Policy development will require engagement with many stakeholders ranging from
the Government, traditional authorities, rural communities, civil society, the private
sector and development partners. Measurable milestones — and methods for
monitoring them - are outlined in the results framework in appendix III.

Capacity-building. Capacity-building and technical support in scarce skills areas
will be provided in consultation with participating ministries.

Consideration will also be given to possible IFAD support for curriculum
development in the Lesotho Agricultural College and the National University of
Lesotho.

Knowledge management. Given the urban bias in Lesotho’s public expenditures,
IFAD will support the organization of thematic events, including colloquia,
seminars, workshops and media events, to increase the public’s understanding of
the drivers of rural poverty and the need for concerted support to the sector.

South-South and Triangular Cooperation (SSTC). IFAD, in collaboration with
the Government, will continue to support international exchanges, starting with an
application for a grant under the United Nations Fund for South-South Cooperation
to support youth-driven enterprises in the wool and mohair sectors. It will also
include IFAD-financed project visits by rural producers, government officials
(especially extension staff) and representatives of civil society to relevant
organizations and events.

Communications and visibility. Individual projects within this COSOP will
formulate and implement their own communications strategies, which will include
engagement through the internet and local media via radio, television and
newspapers.

Innovations and scaling up for sustainable resuilts

Innovations. The COSOP intends to introduce a number of innovations in the
design and implementation of projects, including more climate-smart production
systems, energy-efficient cooking systems, and the use of digital technologies to
track changes in the environment.

Scaling up. Scaling up will be based on evidence derived from systematic M&E of
project interventions. Innovations will be assessed to determine their potential for
scaling up and replication in other contexts and locations.
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COSOP implementation

Financial envelope and cofinancing targets

For IFAD11, the performance-based allocation system (PBAS) allocation to Lesotho
totals US$16.19 million, allocated to SADP II (US$5 million) and LIMAP

(US$11.19 million). Table 1 indicates the significant leverage that IFAD is able to
exercise with its small PBAS allocation in Lesotho.

Table 1
IFAD financing and cofinancing of ongoing and planned projects
(Millions of United States Dollars)

Cofinancing

Project IFAD financing Domestic International Cofinancing ratio
Ongoing

SADP I/LASAP 10.0 4.5 24.3 1:2.88
WAMPP 18.6 5.5 14.8 1:1.09
SADP I 5.0 5.0 52.0 1:11.40
Planned

LIMAP 11.2 10.0 21.0 1:2.77
WMSDP 16.0 10.0 25.0 1:2.19
Total 60.8 35.0 1371 1:2.83

Implementation of the second project in the pipeline — WMSDP - is contingent on
the IFAD12 PBAS allocation. Due to current fiscal constraints, securing a firm
commitment from the Government for domestic cofinancing remains a challenge.
However, there is potential for mobilizing significant contributions from the private
sector in WAMPP, SADP II and LIMAP.

As discussed in the transition scenarios (see appendix IV), there is a possibility that
the Government could refrain from borrowing due to its high debt levels. However,
current discussions with the Ministry of Finance do not suggest that this will be the
case. Based on its current policies, Lesotho’s risk of debt distress is rated as
moderate.?°:30

Resources for non-lending activities

The COSOP includes targets to be achieved in the areas of country-level policy
engagement and SSTC. While some of these costs will be covered by lending
operations, additional funding will be necessary. This will be sought from IFAD’s
internal funding facilities for innovative country-level policy engagement and SSTC
(such as the China-IFAD SSTC Facility), and from external sources such as the
India-United Nations Development Partnership Fund.

Regional grants, such as those provided to support farmers’ organizations, and a
pipeline grant on autochthonous foods will assist in addressing the challenges
outlined above.

Key strategic partnerships and development coordination

IFAD has strong partnerships in Lesotho with the World Bank, the Food and
Agriculture Organization of the United Nations, and the World Food Programme. It
will continue to collaborate with these critical partners in order to achieve the
COSOP’s strategic objectives. The OPEC Fund for International Development and
Global Environment Facility are also key cofinanciers. In addition, IFAD works with
the German Agency for International Cooperation and the European Commission on
policy issues, especially related to catchment management and policy reform. IFAD

29 See appendix |V on transition scenarios.
30 Debt Sustainability Analysis (International Monetary Fund, 2019).

10
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has a strong commitment to work with the private sector — both within Lesotho and
beyond - in order to leverage growth in the rural economy. To this end, discussions
are underway with a range of producer groups, public entities and private
companies. Finally, IFAD is a partner in Lesotho’s UNDAF and works closely with
the United Nations Resident Coordinator.

Beneficiary engagement and transparency

Beneficiary engagement. Beneficiary engagement will be prioritized during
project design and within project M&E frameworks. This COSOP was developed in
consultation with a range of stakeholders over nine months; this process included
representatives from farmers’ associations, NGOs, community-based organizations
and other civil society groups (see appendix VII). Engagement during the
implementation of the COSOP will include consultations as part of the annual
COSOP review, periodic project-specific beneficiary satisfaction surveys, and
consultation with beneficiaries during supervision missions of the active portfolio.

Transparency. Transparency in implementation will be enhanced by publishing the
names of grant recipients (as is intended for SADP II), the display of IFAD
grievance and complaints mechanism on project webpages, and the wide
dissemination of project reports. Supervision reports, including data on
implementation progress and expenditures, will also be widely disseminated.

Programme management arrangements

All IFAD loan-financed projects will be implemented through designated project
management units, comprising representatives of implementing partners in the
country. The director of the IFAD hub in South Africa and the country director for
Lesotho will provide guidance on IFAD’s investments.

Monitoring and evaluation

This COSOP places considerable emphasis on the design and implementation of
effective M&E systems, including beneficiary surveys, in order to ensure
results-driven interventions in all its projects.

A COSOP reflection will be undertaken annually and a COSOP review will be
conducted in 2022 and 2023 to assess progress and make required adjustments.
The COSOP results framework (appendix III) is aligned with the Sustainable
Development Goals, the goals set out in NSDP II, and Lesotho’s UNDAF.

11
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A number of risks are foreseen in this COSOP’s implementation, some of which are
longstanding while others are new (see Table 2).

Table 2
Risks and mitigation measures

Risks Risk rating | Mitigation measures
Political/governance
Political instability, resulting in low Core responsibilities and clear stakeholder roles will be
government commitment to the included in loan agreements. IFAD is engaging with
agriculture sector and limited ability of Medium several ministries to address the multisectoral
technical departments to participate challenges and hedge the risks of relying on a single
effectively. ministry.
Weak intergovernmental coordination Inter-agency platfor_ms to dlsquss policy |n¥egrat|on will
AR . be promoted. Steering committees, comprised of
inhibits integrated development Medium : .
s relevant stakeholders, will be established for each
initiatives. f
project.

Macroeconomic
Lesotho will remain vulnerable to High IFAD projects will support import substitution and value
variations in the regional economy as addition of local products.
well as to its own restricted growth.
Sector strategies and policies ) o o

. . High IFAD will support initiatives that enable legislative and
_Ou_td_ated Ieglsla_tlon, poI|C|e§ and plans 19 policy reform in key sectors.
inhibit effective implementation.
Institutional capacity . . . .

o ) . Medi Project design will include assessments of capacity
MIn.IStI'IeS Iack.capacny to implement edium needs and capacity-building.
projects effectively.
Portfolio IFAD will ensure consistent monitoring of staffing
The portfolio suffers from a lack of Medium decisions and its commitment to keeping a dedicated
appropriate management capacity within country director. Where necessary, service providers will
IFAD and project management units. be hired to support management units.
Fiduciary — financial management*
Projects funds are not spent
appropriately; Medium Project expenditures will be closely monitored.
Public debt and potential government
payment arrears.
Fiduciary — procurement* Procurement norms will be incorporated into loan
Medium agreements. Standards set for costs and quality
Weak procurement systems delay requirements of buyers and vendors will be strictly
project start-up. adhered to.
Environment and climate IFAD interventions will continue to support natural
Continued negative impact of CC on the High resource management and climate-smart interventions.
environment. Climate-smart agriculture will mitigate the risk of drought.
Other COSOP-specific risks
. . L . The Government’s commitment to post-project budget

A failure to sustain project interventions . . )

) Medium support will form an integral part of the loan agreement
upon completion of IFAD support. . .

and reporting mechanism.

Private sector involvement in the IFAD will support regulatory legislation, and partnerships
agriculture sector is unregulated and Medium will be brokered and supported with legal advice from
leads to exploitation of poor people. the projects.
Overall Medium

* See appendix XI.

12
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COSOP results management framework

Country strategy

Related SDG and

A 9 UNDAF Key COSOP results
alignment
outcomes

Strategic

objectives Lending and non-lending activities

(S0)? for the COSOP period Outcome indicators Milestone indicators
The Key Priority SDG target 1.1,1.2, | SO1: Lending/investment activities
Area 1* (KPA1) is 1.5,2.3,5.4, 8.6 Inclusive Wool and Mohair Promotion Project 1. Farmers increasing 1.1. Number of client
promoting inclusive commer- (WAMPP): the goal of this project is to boost | production and days of training
and sustainable cialisation the economic and climate resilience of poor, capacity building provided on improved
economic growth and UNDAF Outcome of the rural | smallholder wool and mohair producers to (crops/livestock) agricultural practices
private sector-led job 3: By 2023, economy adverse effects of climate change in the

creation. Central to the
KPA1 is the component
“"Sustainable
Commercial
Agriculture, and Food
Security” (NSDPII
2018, p.91). The
strategic objectives of
this component are:
SO1. Improve the
functioning of land
markets
S02. Improve Genetic
Resources
S0O3. Build Sustainable
Infrastructure for
Agriculture®
S04. Improve access to
finance and risk
sharing in
Agriculture
SO5. Improve
technology and
use for agriculture

government and
private sector
increase
opportunities for
inclusive and
sustainable
economic growth,
improved food
security and decent
work especially for
women, youth and
people with
disabilities

Mountain and Foothill Regions of Lesotho.
(+ASAP)

Wool and Mohair Sector Development
Project (WMSDP): The project goal is to
promote poverty reduction and economic
inclusion by strengthening the wool and
mohair production in Lesotho, with a focus on
value addition and efficiency gains at the
national level (pipeline investment activity).

Smallholder Agriculture Development
Project- Second Phase (SADP II): the
project supports a new paradigm shift that
places climate resilience, nutrition security,
and commercialization at the core of
agriculture growth in Lesotho (Component 2)

Non-lending/non-project activities
- Filling the Nutritional Gap (FNG) WFP

- Advancing Knowledge for Agricultural
Impact (AVANTI)

CLPE:

2. Improved market
access and value
addition of agricultural
produce

3. Reduction of the
proportion of youth not
in employment or
training

1.2. Percentage of
farmers reporting
improved yields

2.1. Number of trained
beneficiaries reporting
improved access to
markets

2.2 Number of
supported rural
enterprises reporting
an increase in profit

2.3 Percentage of
households reporting
improved access to
markets, processing
facilities and storage.

3.1. Percentage of
youth attending
incubators and
trainings.

' This information was extracted from the Draft Zero of the Lesotho National Strategic Development Plan 2018/19-2022/23.

2 COSOP overall objective: Contribute to the elimination of poverty and the strengthening of household food security. Focus on the rehabilitation of the natural resource base and
enhancement of the productivity and sustainability of smallholder farmers through the promotion of climate-smart agriculture and livestock rearing.

3 Much of physical infrastructure strategic interventions should take into account the EIA as per the Environment act of 2008.
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Country strategy

Related SDG and

A . UNDAF Key COSOP results
alignment outcomes
Strategic
objectives Lending and non-lending activities
(S0)? for the COSOP period Outcome indicators Milestone indicators
S0O6. Improve . - Roundtable Mktg Regulation (WAMPP)
production of high
value crops and Partnerships 4. Improved women'’s
livestock products WB, FAO, WEP, OFID, LNWMGA, AfDB, EC, access to assets and 4.1. Percentage of
SO7. Build capacity of GIZ, Africa Clean Energy (private sector) effective participation women empowered in
farmers, in decision making agriculture (WEAI)
agricultural SSTC process within above baseline
institutions and India-UN Development Partnership Fund domestic and public
associations (India-UN Fund) spheres.
S08. Develop value
chains in agri-food ["gpG target S02: Lending/investment activities 1. Farmers adopting 1.1. Number of farmers
systems and 1.5, 2.4, 5.3, Enabling Lesotho Integrated Catchment climate smart reporting adoption of
enh_ance 6.6 natural and | Management Project (LIMAP): the project agricultural new/improved
agricultural business aims to improve the livelihoods, household technologies technologies or
markets UNDAF Outcome environ- food security, and resilience of rural people practices
S09. Improve 4: By 2023, the ment for through more effective management of
management of people of Lesotho sustainable | natural resources. 2. Institutional, legal
range resources use natural and and policy reforms 2.1. Number of
resources in a more | resilient Smallholder Agriculture Development enabled to Institutional, legal and
* Th o sustainable manner | rural trans- | Project- Second Phase (SADP II): the conservation of policy reforms
The Key Priority and the formation project supports a new paradigm shift that rangelands and approved

Areas (KPAs) refers to
strategic pillars or
focus areas, which
represents high level
objectives or cluster of
related objectives,
around which the
Lesotho NSDP II
strategic framework is
anchored.

marginalized and
most vulnerable are
increasingly
resilient

places climate resilience, nutrition security,
and commercialization at the core of
agriculture growth in Lesotho (Component 1)

Non-lending/non-project activities
- Agroforestry Grant (ICRAF)

Partnerships
WB, FAO, WFP, and GEF
CLPE:
- Rangeland act (WAMPP)

-  Land Degradation Surveillance
Framework (WAMPP)

catchment areas

3. Adoption of
Community-based
integrated catchment
and rangeland
management

4. Women reporting
improved dietary
diversity

3.1 Hectares under
community-based land
planning and
management

4.1 Percentage of
women reporting
improved dietary
diversity - have
consumed at least five
out of ten defined food
groups the previous
day or night
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Transition scenarios

A. Transition Scenario
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1. The purpose of this Appendix is to offer an understanding of likely and possible country
trajectories and to identify the possible implications of these for IFAD’s country
programme, over the COSOP period.

Table 1 Projections for key macroeconomic and demographic variables!

Case Base Alternative Scenario
Average GDP growth (2019 - 2022) 1.9% 1.4%
GDP per capita (2019) 12,300 12,450
Public debt (% of GDP) (2019- 2022) 49.9 52.6
Debt service ratio (2019) (% of GDP) 9.5 9.5
Inflation rate (%) (2019) 5.3 5.3

Rural population?

Investment climate for rural business3

Vulnerability to shocks*

Current: 1,637,000 (2019)
(End of COSOP period): 1,685,000 (2024)
Annual growth rate: 0.72% (2015-2020)

2.5/6

2.5/6

WB Doing Business: ranked 109th out of 190 countries.

GolL will seek to address market failures, while
promoting competition and efficiency and avoid
creating new monopolies and opportunities for rent-
seeking.

Moreover, corruption continues to be perceived as a
major obstacle to doing business, by the private sector.
The authorities are working to address this with a new
law to strengthen the independence of the anti-
corruption agency. In this context, the National
Strategic Development Plan (NSDP-II) aims to support
inclusive, private sector-led growth by improving the
business climate, accumulating human capital, building
enabling infrastructure, and strengthening governance
and accountability systems.

The country remains highly vulnerable to exogenous
shocks, notably due to its dependency towards South
Africa regarding import/export fluctuations, monetary
policies or volatile global financial conditions. Lesotho is
also extremely vulnerable to climatic fluctuations,
which in turn would have serious environmental
impacts.

" IMF Article IV Consultation for the Kingdom of Lesotho, Apr. 2019. To note that IMF provides only one alternative

scenario vis-a-vis the baseline.
2 UN DESA / Population Division

3 World Bank, Doing Business Annual Report 2019; IMF Article IV Consultation for the Kingdom of Lesotho, Apr. 2019

4 EIU Country Report 2nd Quarter 2019 for Lesotho; IMF Article IV Consultation for the Kingdom of Lesotho, Apr. 2019;

UNDP, Lesotho Climate Change Adaptation
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There are two foreseen scenarios for medium-term economic outlook:

= First Scenario: Baseline i.e. with current policies remaining unchanged

2.

On the revenue side, the authorities intend to increase Value Added Tax (VAT) on
telecommunications from 9% to 12%, introduce a levy on alcohol and tobacco, and
raise the levy on fuel. As a result, the IMF assesses that these measures would
result in a projected deficit of 3.4% of GDP, compared to 5.2% in FY 2018/19.

Public expenditure is restrained over the medium-term, which would result in a
falling wage-to-GDP ratio and a narrowing of the fiscal deficit.

All debt sustainability indicators remain below their thresholds. In the medium-term,
the present value (PV) of external debt-to-GDP is expected to reach 27.4% by FY
2020/21. In the long-term, it is expected to increase further to 28.0%. The PV of
public debt-to-GDP is expected to reach 44.4% by FY 2024/25. Thereafter, it is
expected to decline gradually, stabilizing around 44.0% in the long-term.

All other indicators of external and public debt sustainability are expected to remain
well below the thresholds.

= Alternative Scenario i.e. with additional wage and hiring pressures, and weak
expenditure controls.

Significantly higher fiscal deficits would be challenging to finance, resulting in a
likely return of public expenditure arrears, a persistent drawdown of government
deposits, and cuts to spending on social programs and capital investment.

A significant contingent liabilities' shock, the PV of external debt-to-GDP would
breach its threshold>. In such a case, this would exacerbate public debt
vulnerabilities. The PV of public debt-to-GDP would in turn breach its threshold as
the ratio would rise to 66% in 2019/20. The real GDP growth, primary balance,
exports, and other flows stress tests also indicate breaches in thresholds.

Risks to the medium-term outlook

8.

(a)

Lesotho is particularly vulnerable to: (i) contingent liabilities' shocks; (ii) political
fragility; (iii) high public wage bill; (iv) climate fluctuations and (v) moderate debt
distress, since 2017. Lesotho is further expected to experience increasingly drier
and hotter conditions and extreme events (e.g. droughts/floods). This would impact
on rangeland conditions, and the quality of livestock as well as a decline in
agricultural production. All these factors would threaten Lesotho's vulnerable
communities' livelihoods.

The most likely scenario would be the baseline scenario. Indeed, both the WB® and
the EIU7 are expecting a slight recovery from the average growth of 1.7% during
the 2015-2017 period.

Projected Implications for IFAD’s country programme
Lending terms and conditions®

Lesotho is transitioning to blend terms in IFAD11, through the phasing-out/phasing-
in mechanism9, meaning a gradual transition towards less concessional terms.
Should the conditions generating this transition reverse, IFAD’s policies provide for
a reversal in the transition.

its external borrowing, so as to remain within its borrowing thresholds.

5 This could occur if, for instance, the economy experiences large negative exports' shocks.

8 World Bank Overview for Lesotho, Mar. 25 2019

" EIU Country Report 2nd Quarter 2019 for Lesotho

8 Nota bene: IFAD's lending terms to Lesotho changed from Highly concessional in 2018 to blend in 2019.
9 EB 2018/125/R.7/Add.1




Appendix IV EB 2019/128/R.18/Rev.1

(b)

(c)

(d)

PBAS allocation®

In line with projected implications for the lending terms and conditions, if the
country remains in the baseline scenario, it is likely that the country could decide
not to use its entire IFAD11 PBAS allocation. Currently Ministry of Finance has not
indicated anything of that order.

COSOP priorities and products

If Lesotho remains within the baseline scenario, it is possible that the country may
not request investment projects from IFAD, notably if its lending terms become
less concessional. However, it is not deemed that the COSOP priorities would
change and thus policy engagement could be pursued within the COSOP's currently
defined Strategic Objectives.

Co-financing opportunities and partnerships.

The World Bank (WB) increased its lending commitments to Lesotho, from US$
28M in 2018 to US$ 128M, in 2019.'! The WB has allocated most of its resources
towards addressing health and social protection issues. This increase could
nonetheless represent further co-financing opportunities with the WB. Indeed,
under IFAD11, SADPII is being financed by the WB (US$ 50M) and there will be an
Additional Financing of US$ 5M by IFAD.

The OPEC Fund for International Development (OFID) is a strong partner under
WAMPP and will co-finance LIMAP.

The African Development Bank (AfDB) has reaffirmed its commitment to promoting
increased investment in ‘gray matter’ infrastructure to overcome Africa’s nutrition
challenges. This could be favourable in strengthening IFAD’s relationship with the
AfDB in Lesotho.'? AfDB is currently even re-engaging in agriculture and has
approached IFAD about co-financing opportunities, as well as options to scale up
youth related investments of SADP II.

10 Considering that the PBAS allocation is also affected by project performance and RSP, and ensuring consistency
between this and the COSOP main text on the financing framework

" World Bank Overview for Lesotho, Mar. 25, 2019

2 AfDB News, King of Lesotho, African Development Bank President, hold bilateral meeting on increased nutrition
investment, projects collaboration, 26 Mar. 2019
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Agricultural and rural sector issues

1.

Lesotho has a limited natural resource base, a small and largely undiversified
economy and, historically, a significant proportion of households were reliant on
migrant remittances to supplement their income. Partly as a consequence of this,
the majority of the population continue to live in the rural areas and the bulk of
these are poor and dependent on agriculture to a greater or lesser degree. The
majority are subsistence farmers who generally own less than one hectare of land,
lack investments, and practice mostly traditional, low yielding, rain-fed cereal
production (maize, sorghum, and wheat), coupled with extensive livestock keeping
that results in overgrazing of rangelands.

The natural resource base supporting rural livelihoods as a consequence, already
degraded, is under considerably more pressure as a result of the impact of climate
change which is affecting catchment areas and rangelands and accelerating the
loss of pastures and arable land due to worsening soil erosion. As a consequence of
this degradation, the contribution of agriculture to the GDP has been in progressive
decline over the course of the past three decades. Having decreased from 30% in
1970 to 14% in 1999, it has stabilised to around 5-6% of GDP over the past
decade (WB 2019a).

The economy of Lesotho, although growing, is not expanding fast enough to absorb
surplus labour from the rural areas and agriculture continues to serve as a primary
source of income for about 38% of the population and, to varying degrees,
contributes to the livelihoods of some 70% of Basotho (LVAC 2018; UNDP 2017)%,
The poor performance of the agriculture sector has further compounded household
food and nutrition security.

The decline in agricultural production may also, in part, be attributed to the system
of land tenure and customary rights, which acts as a disincentive to investment by
farmers, particularly, in areas which might safeguard the natural resource base and
improve the productivity of land. Suitable arable land makes up less than 10% of
total land area but it is estimated that only half of this is being utilised (GoL 2018).
The under-utilisation of arable land is attributed to a variety of factors including
changing rainfall patterns, high agriculture production costs, and a lack of market
access, all of which act as a disincentive to prospective farmers.

Further constraints to the development of a viable small-scale farming sector have
been the lack of access to credit and working capital among the poor, and women
in particular, and the under-development of agricultural supply chains. It is also
evident that accompanying investment in the social infrastructure necessary to
support increased agricultural production has not occurred.

A weakness of many development interventions in the recent past has been the
failure to differentiate the support provided to farmers who have the potential to
engage in small-scale commercial agriculture, and to those who might benefit from
augmented subsistence agriculture. Given that they have limited resources and the
land available to them is often small and marginal, it evident that many
subsistence farmers benefit more from the cash income which they can generate
from public works programs or from working for small scale commercial farmers.
Similarly, the emphasis on collective production systems (on the part of both the
GolL and donor partners) has proven to be largely ineffective in improving rural
productivity as the majority of cooperative ventures set up have failed due to the
dynamics of human conduct and the conflict to which it often gives rise.

Aggravating this state of affairs, the commercial agriculture sector in Lesotho is
small and underdeveloped and unable to compete with the economies of scale of

6 This is also partly due to a significant decline in migrant remittances over the past three decades, occasioned by
greater capital intensity in South African mining and industries and that country’s faltering economy
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10.

11.

12.

producers in neighbouring South Africa and, consequently, some 80% of the food
consumed in the country is imported. Here it is evident that Lesotho is in need of
strategies which will promote import substitution in a variety of agricultural
products. The experiences of SADP indicate that there is scope to increase the
productivity of small-scale commercial farmers, particularly in the horticultural
sector. The success of vegetable and fruit producers, along with poultry and pig
farming, suggests that they have the potential to expand and supply the domestic
market to a far greater extent than at present.

Despite the importance of smallholder agriculture for the development of the rural
economy many of the policies in place to support the sector are outdated or
obsolete and similar limitations apply to the necessary regulatory legislation (for
example, that relating to rangeland management, to land tenure, and to the role of
traditional authorities in regulating natural resource usage).

The policy framework in support of food security and nutrition, in contrast, is far
more developed than in the case of agriculture. The Food and Nutrition Security
Policy (2017) and the Food and Nutrition Strategy and Costed Action Plan (2019-
2023) both provide a framework to address the multi-dimensional determinants of
poor nutrition. There is also regular reporting on progress on nutrition programmes
(e.g. the “Zero Hunger Strategic Review Report” (2018) and the “Lesotho Multi-
Sectoral Nutrition Governance Capacity Assessment Report” (2018).

The 2017 National Climate Change Policy Implementation Strategy, as well as
Lesotho’s NDC, set out a framework for implementing a country-wide climate
change strategy which includes the need to promote climate-smart agriculture and
food security systems (MEMWA 2017). However, a lack of inter-sectoral
coordination continues to present challenges in the design and implementation of
integrated climate change mitigation and adaptation strategies.

There is evidence that the absence of a clear policy and legislative framework has
led to some policy incoherence in the agriculture sector. This is demonstrated in
the fact that whilst agriculture’s contribution to the GDP amounted 6.9% per
annum between 2011 to 2016, and it remains central to the livelihoods of the
majority of rural people, public spending on the sector amounted to less than 3%
per annum during this period*’ (WB 2019b). A similar anomaly is to be found in the
targeting of government expenditure in the sector, where the contribution of crop
production to the GDP (1.9%) is less than that of livestock (4.4%) but yet the
expenditure on subsidies provided to the Summer Cropping Program (ICP) is
roughly 10 times that spent on livestock. In light of there is need for reform of the
existing policy and regulatory frameworks.

Whilst specific strategies and plans for the agricultural sector may be lacking,
broad directions are provided in the government’s current strategic plan (NSDP II -
2019-2023). This spells out an intent to shift from a state-led growth model to one
which is driven by the private-sector. Following on from this, the NSDP II sets out
three goals for development of the agricultural sector, namely: Goal 1: Sustainable
Commercialization and Diversification in Agriculture (the stated objectives of which
include the need to improve the functioning of land markets, to improve access to
finance, and to increase the production of high value crops and livestock products).
Goal 2: The development of a Well-Functioning Lesotho Agric-Food Systems (the
objectives of which include the need to develop institutional frameworks for
producer organizations and industry associations, to build the capacity of farmers
and to develop value chains in agric-food systems and to enhance agricultural
markets). Goal 3: Rehabilitated Rangelands and Wetlands (the objectives of which

47 In terms of agricultural orientation, Lesotho ranks 0.42 on average (2010-2017) (FN: Agriculture Orientation Index of
Government Expenditure used to track SDG 2 target, https://unstats.un.org/sdgs/metadata/files/Metadata-02-0A-01.pdf),
which is at the lower end of the distribution compared with other countries in the region, and confirming an urban bias in
terms of public expenditure.
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13.

14.

15.

16.

17.

18.

include the need to rehabilitate rangelands and wetlands in collaboration with
private sector/investors; to improve range management; to develop incentives and
strategies for destocking and promotion of culling, and to promote improved
grazing methods to protect water sources).

Despite this focus on commercial production, hitherto, the lack of attention paid to
the development of agricultural supply chains has been a feature of government
(and donor) support to small-scale farmers?*8. The provision of heavily subsidised
services and productive inputs (ploughing, seed, and fertilisers, amongst others),
in particular, has led to high levels of dependence on the government and has
limited the sustainability of development interventions. It has also inhibited the
emergence of a class of small traders who might otherwise generate an income
providing these services. Considerably more focus is required in the development
of markets; this applies to the establishment of local markets, as well as the
development of niche markets, such as exists in production of environmentally
friendly “green mohair”.

Whilst the need to shift greater commercialisation has been clearly articulated, the
support which might be provided to subsistence farmers and those who have little
prospect of producing a surplus is less clear. More consideration is also need to
ensure that appropriate regulatory measures are set in place to ensure that the
emerging commercial producers do not exploit, and thereby further impoverish, the
most marginalised households.

There are a number of ministries and public agencies which play a role in
promoting smallholder agricultural development and rural economic development,
the most prominent of which is the Ministry of Agriculture and Food Security
(MAFS), which is currently the lead agency for IFAD supported projects and is
responsible for the development and implementation of policies and programs in
the agricultural sector. The Ministry of Forestry, Range and Soil Conservation
(MFRSC) which is responsible for protecting and rehabilitating the physical
environment and for forestry and rangeland management. Other key ministries are
Local Government and Chieftainship (LGC) (responsible for oversight of traditional
authorities), Energy, Meteorology and Water Affairs (MEMWA) (which has oversight
over the Lesotho Meteorological Services and is the focal point for the Green
Climate Fund), and Small Business Development, Cooperatives and Marketing.

Whilst these government agencies have the mandate to support smallholder
agricultural development, many experience capacity challenges as a result of the
turn-over of staff. There are also overlapping administrative jurisdictions between
some ministries (MAFS, MFRSC, LGC in particular) and this, at times, has led to
confusion (and occasionally tension) over disputed mandates. It also serves to
expand problems of inter-governmental coordination and further constrains
initiatives to implement the multi-sectoral strategies necessary for effective rural
economic development.

The Lesotho Food and Nutrition Council (LFNC), for example, was established in the
Prime Minister’s Office in 1977 with a brief to oversee the government’s nutrition
policies and programmes but it lacks the capacity and resources to ensure effective
coordination and it remains heavily reliant on donor agencies to support activities
in this sector.

In addition to capacity constraints, similar coordination challenges are to be found
at the district level where, despite the existence of District Development
Committees, a silo approach to the implementation of rural development strategies
is common. Further challenges are to be found in the roles assigned to traditional
leaders and local politicians leading to contestation over jurisdictional and
administrative authority remains a problem.

48 This is a focus of the SADP |I.
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1. Introduction

1.

The findings of the Preparatory Study of the Social, Environmental and Climate
Assessment (SECAP) help to ensure that the Country Strategic Opportunities
Programme (COSOP) promotes social equity in rural communities, supports
environmentally sustainable outcomes and encourages appropriate measures for
adaptation to climate change.

The study was carried out in conjunction with the COSOP design. The study is
based on a desk review of strategies and reports, and stakeholder consultations
with officials of the Government of Lesotho, research institutions and international
agencies operating in the country. There have been no significant constraints in
preparing the study that affected its outcome.

2. Situational analysis and main challenges

A. Socio-economic situation and underlying causes

3.

About 65.8% of the country’s population lives in rural areas (LBoS 2019). Although
agriculture accounts for just 6.1 % of Lesotho’s Gross Domestic Product (GDP) in
2017 (World Bank), the sector is important for the livelihoods of 70% of the
country’s population. Agriculture is the primary source of income as well as an
important supplementary source of income for more than half of the population
(IFPRI 2013). Inappropriate agricultural practices, challenging agro-climatic
conditions and limited arable land are the major constraints, limiting agricultural
growth.

Lesotho has the second highest HIV prevalence in the world. Though significant
advances have been made in health care, the adult (15-49 years old) HIV
prevalence rate stood at 23.4% in 2017 (UNAIDS 2019). AIDS has become the
leading cause of morbidity and mortality in Lesotho. This heavily impacts the
livelihoods of the Basotho and is one of the main reasons for the country’s low life
expectancy of 54 years (UN 2017).

Lesotho’s majority ethnic group, the Basotho, pursue an agro-pastoral livelihood.
Cereal mono-cropping, along with the rearing of goats and sheep for mohair and
wool, dominates the country’s agricultural sector. Flat low-lying areas are mostly
used for crop cultivation, whereas slopes and higher altitudes are mainly used for
grazing. Smallholder farms are generally less than 1 ha in size. Maize is by far the
most popular crop accounting for some 60 % of the arable area, sorghum for
between 10 % and 20 %, wheat for about 10 % and beans for a further 6 % (FAQ
2017). High pasturing is done by individual or groups of shepherds, mostly young
men, who live in stone shelters for extended periods over the summer.

i. Poverty

6.

Statistics. Despite high and enduring levels of rural poverty, recent figures from
2017/2018 suggest a positive development although poverty levels still remain
high. National poverty decreased from 57.1% to 49.7% and extreme poverty from
35.1 to 24.1%. The respective reduction rates of 7.4% and 11.0% indicate a
significantly stronger decline in the period from 2010 to 2018, compared to the
trends in the period from 1994 to 2010 (LBoS 2004; 2012 & 2019). According to
the World Bank (2019a & 2019b), a similar trend is visible for the international
poverty line at 1.9 US$/Day. While poverty rates remained largely static from 2002
(61.3%) to 2010 (59.7%), the share of the population living on less than 1.9 US$
per day is expected to be have decreased to around 53.7%.
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Figure 1 Poverty at National Level (%)
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7. Rural vs. urban. This positive development is mainly driven by decreasing urban
poverty rates. Rural poverty was consistently above the national average from
2002 until 2018, and more importantly, are currently stagnating above 60%. In
contrast, urban poverty declined from 41.5 to 28.5% in 2017/2018, implying that
poverty in the rural areas is twice as high as in the urban areas. In terms of
extreme poverty, the development is slightly more balanced. Both areas recorded a
decline in poverty although it was stronger in urban areas (from 22.2% to 11.2%)
than in rural areas (37.7 to 30.8%). Taking into consideration a similar decrease in
inequality*® of around 9-10%, in rural and urban areas, this development indicates
that segments of the very poor managed to improve their income to move out of
extreme poverty. However, they still do not have the means to move out of
poverty per se, particularly in rural areas (LBoS 2019).

Table 1 Poverty at national level (%)

Extreme poverty (%) National poverty (%) Gini index
National 34.1 24.1 56.6 49.7 51.9 44.6
Urban 22.2 11.2 41.5 28.5 51.7 41.5
Rural 37.7 30.8 61.3 60.7 50.5 41.7

Source: LBoS 2019

8. Livelihood zones. The urban-rural poverty divide in Lesotho indicates that it's a
localized phenomenon. Rural areas show diverse poverty trends according to the
different agro-ecological zones of Lesotho in the period from 2002 to 2018. While
poverty in the rural Lowlands (54.4%) and Foothills (63.6%) declined by 8.0% and
3.2% respectively, the reverse was evident in the mountain areas (67.8%) and in
the Senqu River Valley (67.8) both of which recorded an increase in poverty levels
of over 10% during this period.

4% Measured by the Gini index.
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Figure 2 Geographical distribution of poverty at national poverty rate (%)

National Poverty Rate (%)

N‘unhcrn Lowlands
5544

e =
L

"\'6 Foothills
v 63.6

Agro-Ecological Region
Lowlands

" Foothills

B Mountains

I Senqu River Valley

Source: Lesotho Bureau of Statistics (2019)
Lesotho Poverty Trends and Profile Report

Source: from IFAD based on data from LBoS 2019

9. Asimilar trend is visible in the case of extreme poverty, where once again levels in
the Lowlands and Foothills dropped from 38.2% to 25.8% and from 43.8% to
33.1% respectively. In contrast, extreme poverty in the mountain areas and in the
Senqu River Valley increased by 1.0% and 3.5% respectively between 2002 and
2018 (Figure 3).

Figure 3 Rural poverty at extreme poverty line (%)
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10. Gender and age. The gender and age composition of poor households reveals that
female headed households are more likely to live in poverty than male headed
households (55.2% compared to 46.3% for male headed households). For age a
clear trend is observable. Poverty is most pronounced among children (0 to 14
years old) and young youth (15 to 25 years old) with a peak in headcount poverty
rates (national poverty line) at 60.9% for children between 6 and 14 years old.
Until the age of 30, a decrease in poverty rates is measurable, followed by a
largely stagnating period - likely because of household members taking care of
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their dependents. For individuals older than 65 years, the incidence of poverty is
then increasing, thus reversing the positive trend for youth.

Figure 3 Headcount poverty rate and poverty growth at national poverty lines by age group,
2017/2018
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11.

12.

13.

14.

Expenditure. Collected data on budget shares for broad consumption groups per
adult in 2017/2018 shows that Basotho have to spend large shares of their budget
on food. Although this is a phenomenon across all wealth deciles®?, it is especially
severe for the poor with the three poorest deciles spending above 70% of their
budget on food. Hence, at least 30% of the population are facing serious budget
constraints and are most likely not able to accumulate savings or invest in welfare
enhancing activities (e.g. education).

Determinants of poverty. The reasons for poverty in Lesotho are complex and
multiple. The landlocked country has a limited natural resource base, a small and
largely undiversified economy and, historically, a significant proportion of its
population were reliant on migrant remittances to supplement their incomes. Partly
as a consequence of this, the majority of the population continue to live in rural
areas and the bulk of these are poor and are, to a greater or lesser extent,
dependent on agriculture.

With the growth in population in recent decades, the natural resource base
supporting rural livelihoods, already degraded, is under considerably more pressure
as a result of the impact of climate change which is affecting catchment areas and
rangelands and accelerating the loss of pastures and arable land due to worsening
soil erosion. As a consequence of this degradation, the contribution of agriculture
to the GDP has been in progressive decline over the course of the past three
decades. Having decreased from 30% in 1970 to 14% in 1999, it has stabilised to
around 5-6% of GDP over the past decade (World Bank 2019a).

The economy of Lesotho, although growing, is not expanding fast enough to absorb
surplus labour from the rural areas and agriculture continues to serve as a primary
source of income for about 38% of the population and, to varying degrees,
contributes to the livelihoods of some 70% of Basotho (LVAC 2018; UN 2017)>!.
The poor performance of the agriculture sector has further compounded household
food and nutrition security.

%0 The richest decile still spends around 43% of their budget on food (LBoS 2019).
5! This is also partly due to a significant decline in migrant remittances over the past three decades, occasioned by greater
capital intensity in South African mining and industries and that country’s faltering economy
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15. The decline in agricultural production may also be attributed to the system of land
tenure and customary rights, which acts as a disincentive to investment by
farmers, particularly in areas which might safeguard the natural resource base and
improve the productivity of land. Suitable arable land makes up less than 10
percent of total land area but it is estimated that only half of this is being utilised
(GoL 2018). The under-utilisation of arable land is attributed to a variety of factors
including inappropriate agricultural practices, changing rainfall patterns, high
agriculture production costs, and a lack of market access, all of which act as a
disincentive to prospective farmers.

16. Further constraints to the development of a viable small-scale farming sector have
been the lack of access to credit and working capital among the poor, and women
in particular, and the under-development of agricultural supply chains. It is also
evident that accompanying investment in the social infrastructure necessary to
support increased agricultural production has not occurred.

17. One strong determining factor for poverty is the size of a household. The next table
shows that the higher the dependency ratio®? is, the higher the recorded poverty
headcount rate at national poverty lines within this group. Among all households
with a dependency ratio higher than 0.75 the incidence of poverty reaches above
60%. Consequently, 53.3 % of the poor are households with a dependency ratio
above 1, making up about 42% of the total population. High dependency ratios
mean that households have to spend larger shares of their income on taking care
of their dependents which is, however, severely constraining their budget and
saving ability.

Table 2 Dependency ratio and poverty headcount rates, 2017/2018

Dependency ratio Poverty headcount Distribution of the Distribution of
rate (%) poor (%) population (%)

0.00 to 0.25 26.4 9.0 17.0
0.25 to 0.50 44.8 12.0 13.3
0.50 to 0.75 42.5 18.9 22.1
0.75 to 1.00 65.2 6.8 5.2

1 and more 62.6 53.3 42.3

Source: LBoS 2019

ii. Gender

18. Lesotho is ranked among the top ten best performing countries on gender equality
in Africa. Women'’s legal status has improved, as shown in the passing of law in
2006 allowing married women to own and transfer property and engage in legal
acts without their husband’s signature. However, the country’s ranking on the
Global Gender Gap index dropped from 16 in 2013 to 73 in 2017 because of
challenges with regard to women'’s participation in the economy, labour and
politics. Although women are generally more educated, cultural and traditional
practices tend to prejudice women with respect to decision-making and ownership
of property in all spheres of their lives. Women are more likely to be poor,
unemployed, face gender-based violence and have a higher prevalence of HIV than
their male counterparts (UNDAF; UN 2017).

19. Education. Compared to most Sub-Saharan African countries, Lesotho has
relatively high literacy and net primary school enrolment with more girls attending
primary school than boys. 81 % of females completed at least primary school.

52 The dependency ratio, as defined by the Lesotho Bureau of Statistics, is the proportion of people aged below the age of 15
and above the age of 64, to the economically active people defined as those between the age of 15 and 64.
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20.

21.

22.

23.

24,

25.

Secondary education enrolment is 36% for girls and 22 % for men. Female literacy
rate stands at 98.6 % compared to 90.6% for men (UN 2017). Despite these
encouraging numbers, many reports highlight the poor educational outcomes of the
educational system (UNDAF; UN 2017; World Bank 2015).

Division of labour. Lesotho is a patriarchal society with distinct gender roles.
Women in Lesotho make up an important part of the agricultural labour force.
Men's responsibilities in agriculture include livestock production, range
management, ploughing, and planting of crops. Women are responsible for
weeding and harvesting. During the time of large male migration to the South
African mines, agricultural production and livestock production was left to women.
Women are primarily responsible most time-intensive domestic tasks including
child care, getting water, collecting firewood, cooking and washing clothes. Women
are also more likely to take care of sick family members.

HIV and AIDS. The migration of large numbers of men to find work in South African
mines in the 1990s has played a key role in the spread of HIV in Lesotho. The
prevalence for women stands at 29.7 % in 2014, while the prevalence for men is at
18.6 % (UN 2017). The higher female HIV prevalence rate is caused by the lack of
control over decision making and incomes. Gender-based violence further fuels the
pandemic. Women are more likely to engage in risky sex when they lack economic
opportunities or experience a negative economic shock. Poor women also tend to
have less HIV knowledge than women from wealthy households (World Bank
2015).

HIV and AIDS poses a major threat to food security and nutrition. Households have
to tap into savings and more debt to pay for medical treatment and funeral costs.
In many cases the productive members of the households are sick, resulting in that
the family does not have enough labour e.g. to weed or harvest crops. Women and
girls are more likely to take care of sick family members. Affected households are
pushed deeper into poverty and have less opportunities (AfDB 2005).

Maternal health. The fertility rate per woman of 3.3 is lower than in neighbouring
countries where women usually have 4 to 5 children. The country has a very high
maternal mortality rate with 490 deaths per 100,000 live births. The rate is higher
than in 1990, when there were an estimated 379 deaths per 100,00 live births.
Also, the adolescent fertility remains high at 89 births per 1,000 women ages 15 to
19. Access to quality medical care is a major constraint to women’s health,
especially for poor women (World Bank 2015).

Early pregnancies. 15% of women (ages 20-49) have their first birth when they are
15 years of age, indicating a high occurrence of premarital births (LDHS 2014).
These girls are highly vulnerable, as they drop out of school and cannot complete
their education. Unmarried mothers often have to rely on a single income for the
upkeep of themselves and their children.

Gender Based Violence. Even though the legal status of women has improved,
violence against women in Lesotho is pervasive. Approximately 86% of women
experience gender based violence in their lifetime (UN 2017).

iii. Youth

26.

Youth are a diverse and heterogeneous group defined by the UN as women and
men in the age group from 15 to 24 years. The definition of youth in Lesotho is
broader and regards persons between 15 and 35 years of age to be youth. In
Lesotho, youth have the following general characteristics:

With 39.8% they present a large proportion of the total population (UNDAF)
They mostly live in rural areas. 74.6 % reside in rural areas and 25.4 % in urban
areas, mirroring the urban-rural divide (UNDP 2012).
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e A large majority of youth are engaged in agriculture, the most important sector in
rural Lesotho. Nearly half record farming as their most important source of food
(UNDP 2012).

Figure 4 Population pyramid of Lesotho, 2017
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27. Low youth development. The Youth Development Index of the Commonwealth
Secretariat (2016) compares the youth development of 183 countries. Lesotho has
a low Youth Development Index of 0.432 in 2016, mainly because of a very low
health and well-being score (see Table 3). Other areas such as education,
employment and civil participation score in a medium range. Political participation
has a high score (0.678). The total score has not improved since 2010 (0.429).

Table 3 Youth Development Index for Lesotho, 2016

Domain Rank Score

Overall

Health & Well-being

Education 144
Employment & Opportunity 102
Civic Participation 66
Political Participation 62

Source: Commonwealth Secretariat 2016

28. Education. According to UNICEF (2019) 74.2 % of male youth (15-24 years) and
92.1 % (15-24 years) of female youth are literate. Primary school enrolment in
rural areas is at 88.3 %. Despite these encouraging numbers and high Government
expenditure on education (14% of the public budget), various reports (UNDAF; UN
2017; World Bank 2015) refer to the poor educational outcomes of the educational
system. Root causes include poor quality of education, insufficient attention to
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29.

30.

early learning, low completion rates, low transition to secondary education (that
remains a privilege for wealthy families) and disparities influenced by geographic
and social factors.

Poverty and unemployment. The Bureau of Statistics reports 32.3 % of the young
to be unemployed in 2014 (UNDAF). The International Labor Organization (ILO)
has a higher estimate and reports 38.5 % of total labor force ages 15-24 to be
unemployed in 2017. Almost 80 % of the employed youth are working in the
private sector, comprising 31 % in agriculture and 17.8 % in home-based income
generating activities. For youth already in employment a very large proportion are
working in non-contractual jobs which reflects high levels of job insecurity (UNDP
2012). It also takes a long time to find employment, even for those with tertiary
education. According to UNDP (2015) high youth unemployment is linked to:

low access to labour market information;

lack of work experience;

low aspiration for self-employment;

a mismatch between available skills and labour market needs;

poor support for starting and sustaining businesses;

declining job opportunities in South Africa, especially in the mines for young
males;

e slow creation of new jobs, linked to an uncompetitive investment climate and
shortages of industrial infrastructure.

The high unemployment rate prevents many of having a self-determined life with
less economic constraints. Poverty among youth is estimated to be at 69 % (UN
2017). It encourages young women and men to migrate to larger cities or try to
find work in South Africa. As many as a third of the students from the National
University of Lesotho seek jobs abroad after graduation, mainly in South Africa
(World Bank 2015).

Table 4 Youth employment statistics

_

Youth labour force participation rate (%) 2013 45.1
Youth labour force participation rate, men (%) 2013 52.6
Youth labour force participation rate, women (%) 2013 37.8
Youth unemployment rate (%) 2013 34.4

Source: ILO Stat
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Figure 5 Youth unemployment in Lesotho, 1991 - 2018
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31.

32.

33.

Lack of services and infrastructure. Many preconditions for successful youth

engagement are not well developed in Lesotho. Markets and financial services are
difficult to access. Access to electricity and mobile reception are slowly improving.
Internet is still too costly for youth with low income. It takes time to travel to
urban centers.

Orphanhood and household headship. HIV & AIDS is taking its toll. An alarmingly
high number of youth (54 %) are confronted with the death of one or both of their
parents, with 17.4 % of children under 18 being double orphans while 27 % are
paternal orphans only and 9.6 % are maternal orphans only (UNDP 2012). Many
youth have to take care of their younger brothers and sisters not allowing them to
pursue further education, seek a job or develop professionally. Household headship
has been found to be a feature associated with just 16.5 % of the youth population
(UNDP 2012). Orphans and child-headed households are extremely vulnerable.
They are generally poverty-stricken, lack proper parental guidance and care, and
face emotional insecurity and stigmatization. Survival strategies include early
marriages and working as herd boys or domestic helpers or engagement in other
child labour activities.

Child labour. About 23 % of children aged 5-14 are engaged in child labour
(UNDAF). Young boys looking after herds often have poor education levels, receive
minimal compensation and face great poverty. They are also exposed to severe
weather conditions and high risks of attack and stock theft. Affected children
remain vulnerable, once they enter the youth age group.

iv. People living with disabilities

34.

People living with disabilities are at a high risk of poverty and are among the most
marginalized and disadvantaged groups in the country. In total, 2.6 % of the
population has some form of disability and about one-third of these are children
under 15 years. They are often forced to be dependent on relatives or other
caretakers. They frequently experience discrimination and face barriers in
accessing education, employment, health care and transportation. Lesotho’s
mountainous terrain and lacking rural infrastructure pose severe barriers to people
with reduced mobility (UNDAF).
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v. Nutrition

35. Chronic and acute malnutrition in children under five years have decreased since
2004, however stunting remains high in Lesotho and remains above the WHO
public health threshold (see Figure 6). Chronic malnutrition is high across all
districts, especially in Butha-Buthe, Mokhotlong and Thaba-Tseka. The prevalence
of severe acute malnutrition (severe wasting) among children under five years old
has declined from 1.8 %to 0.6 %.

Figure 6 Chronic and Acute Malnutrition

Chronic Malnutrition Acute Malnutrition
% chidren <5 years % children <5 years
50% Moderate = Severe 8% Moderate = Severe
44.3% 5.5%

50
% 39.2% % threshold:
40% low (5%)
33.2% .
% 3.8%
WHO
30% threshold:
High (30%)
3% 2.8%

20%
2% 38%
24.1% 24.4%
10% 222% 1% 2.4% 2.2%
0% 0%
2004°* 2009 2014 2004° 2009 2014

Note: The 2004 data was converted using the WHO Conversion tool on 2006 growth standards
Sources: DHS 2004, 2009, 2014

36. Micronutrient deficiencies are above critical levels. Among children aged 6 to 59
months particularly iron deficiency anaemia stands at 51%. In addition, over 27%
of girls and women and 14% of boys and men in the 15-49 age range are also
anaemic. Vitamin A deficiency among preschool aged children is also a severe
public health problem, although updated data is needed.

37. Prevalence of overweight in children under five years of age has remained stable at
around 7% since 2009, showing no improvement. The prevalence of obesity in the
adult population (18 years and older) has increased in the last years, from 12 % in
2012 to 13.5 % in 2016, and more than three in ten adults are overweight (35.4
%).

38. There is a high cost for not addressing malnutrition and all its forms. Poor nutrition
contributes to poor health, and can increase death and disease. Health-related
expenses may force a household to tap savings, sell assets or go into debt,
inevitably pushing the household further into poverty. Malnourished individuals lose
years of schooling and have reduced capacity for labour. Over their lifetimes,
malnourished individuals can earn 10 per cent less than well-nourished ones. The
effects of malnutrition make livelihoods more vulnerable under climate change.

39. Total losses associated with undernutrition in Lesotho were estimated at 1.96
billion maloti, or USD 200 million for the year 2014. These losses are equivalent to
7.13 % of GDP of that year due to increased healthcare costs, additional burdens
on the education system and lower productivity of the workforce (WFP 2016).

40. Nutrition remains the central concern in Lesotho. A recent study shows that
economic access is one of the main barriers for accessing a nutritious diet - 56% of
Basotho households are unable to afford a nutritious diet (FNG 2019). This study
suggests that two main factors are associated with dietary vulnerability: lack of
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access to markets and seasonality. Food insecurity and cost of a nutritious diet are
higher in rural and remote areas - for example, the monthly cost of a nutritious
diet in Mokhotlong is 29% higher than the cost in Leribe (FNG 2019). Moreover,
data from FNG (2019) suggest that household non-affordability is associated with
stunting prevalence.

41. Malnutrition has multiple causes and no single solution. Only a multi-sectoral
approach can solve the problem of undernutrition. Underlying causes in care
include poor breastfeeding practices, inadequate feeding of young children and
poor sanitation. Health-related causes include poor health services during and after
pregnancy, a high prevalence of HIV, and women not being able to address their
contraceptive needs. Rural populations are the most vulnerable group in Lesotho;
on average, half of the population faces food deficits. The agricultural sector cannot
produce enough food for the population: it suffers from land degradation and is hit
by extreme weather events worsened and induced by climate change.

42. Household poverty is a determining factor in the nutritional status of the child (see
Figure 6). Children in households with higher income are less likely to be stunted
or wasted. However, child malnutrition is present even in the richest households
and addressing poverty is therefore not sufficient to eliminate undernutrition. A
mother’s level of education is also correlated with of her child's nutritional status.
The rate of stunting is more than 2 times higher among children whose mothers
have only attained primary education compared to children whose mothers have
attained higher levels of education. A high adolescent fertility rate is also of
concern. About one fifth of women 15-19 years have had a child and over a third of
women have begun childbearing by age 19.

Figure 6 Chronic and acute malnutrition in wealthier households

Chronic malnutrition is less common in Acute malnutrition is less common in
wealthier households wealthier households
% children <5 years 9% children <5 years
50% 45.6% 5% 4.8%
38.1% 4.0%
40% 34.8% 4% 0
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0,
20% 13.4% 2% T
10% . 1% . 0.9%
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Source: LDSH 2014

B. Status of environment and climate change

43. Lesotho is often referred to as the "Mountain Kingdom”, because it is dominated by
the rugged topography of the Maloti and Drakensberg mountain ranges. The entire
country lies above 1,400 m above sea level with the highest peaks reaching up to
3480 m. Lesotho is generally considered a grassland biome with limited forest
cover. Rangelands cover more than half of the country. Arable land is mainly found
the lowlands and foothills on the Western border and the Senqu River valley in the
south.

44. Climate. Lesotho has a subtropical temperate climate with four distinct seasons of
summer, autumn, winter and spring. Summers are hot and wet whereas winters
are cold and dry. The highlands can become extremely cold and are usually snow
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45.

covered during June, July, and August. Normal annual rainfall averages 750
millimeters but varies considerably among different regions of the country. The
lowest average annual precipitation occurs in the Senqu River Valley (450 mm) and
the highest in the north-eastern mountain zone (1,300 mm). The country receives
most of its rainfall between the months of October to April, with an average of 700
mm per annum (NDC 2017).

Land cover. FAO (2017) used high-resolution imagery for a detailed land use
classification. More than two thirds of the country are covered by shrub- and
grassland that are mostly used for extensive grazing. Only 1% of the country’s
total area is forest and woodland. The atlas identifies around 19% to be arable
land, contradicting older reports that estimated 10% of the country to be arable.

Figure 7 Land cover statistics in Lesotho

u Built-up (4.1%)

m Agricultural land (18.9%)
uTrees (1.3%)

= Shrubland (19.1%)

= Grassland (49.6%)
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» Water Bodies & Rivers (0.9%)
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Source: FAO land cover

46.

Agro-ecological zones. Lesotho is divided into four geographical regions. Table 5
and Figure 7 show the location and main characteristics of each zone.

Table 5 Lesotho’s agro-ecological zones — Main characteristics and location

Lowlands Foothills Mountains Senqu River
Valle
Area (km2 ) 5,200 (17%) 4,588 (15%) 18,047(59%) 2,753 (9%)
Altitude 1,000-1,800 1,800-2,000 2,000-3,250 1,000-2,000
metres metres metres metres
Topography Flat to gentle Steeply rolling Very steep bare  Steeply sloping
rolling rock outcrops
and gentle
rolling valley
Soils Sandy textured, Rich, alluvial Fragile, thin Calcareous
red to brown in along valleys, horizon of rich clayey red soils
the north clayey thin and thick black loam with poor
in the south rock on slopes except in valley penetration by
bottoms rainfall
Climate Moist in the Moist, sheltered  Cold, moist Dry
north,
moderately dry
in the south

Source: Ministry of Natural Resources 2004
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Figure 7 Livelihood zones Lesotho
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Source: FEWS NET
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47.

48.

Water. Lesotho is one of the richest countries in water resources in southern Africa.
The country is located entirely within the Orange River basin. Lesotho’s natural
renewable water resources are estimated at 5.23 km3/yr, by far exceeding its
water demand. The country has two major dams: the Katse Dam in the Central
Maluti Mountains with a storage capacity of 1.95 km? and the Mohale Dam with a
capacity of 0.86 km3 (FAO 2005).

Biodiversity. Lesotho has 1,388 animal and 3,094 plant species. Many indigenous
plant species are used for medicinal and cultural purposes, amongst other uses.
Around 14,760 ha (or 0.5 % of the country) are designated protected areas (BOS,
2014 Biodiversity and Land Use Statistical Report No.15: 2015). Major threats to
biodiversity include overgrazing, over harvesting, uncontrolled fire, encroachment
by settlements and cultivation on the rangeland, invasive aliens and pollution.
Climate change is adding pressure by increasing aridity leading to the
disappearance of wetlands and marshlands. Habitat is lost through soil erosion and
diminished vegetation cover (GoL 2009).

i. Land degradation

49,

50.

Severe land degradation, visible throughout the country, is Lesotho’s biggest
environmental problem. Unfortunately, up to date information on the status of
national natural resources is scarce and fragmented (FAO 2017). The last
assessment at national level was conducted in 1988 and figures have to be viewed
with caution. Nevertheless it seems past trends of land degradation have not
changed.

Soil erosion. It is estimated that the country losses close to 40 M tons of soil every
year. The loss is equivalent to more than 2% of the topsoil every year and at this
rate all soil will be lost by 2040. The annual soil loss from rangelands is estimated
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at 23.4 M tonnes and from cropland at 15.4 M tonnes. Rainwater induced gully, rill
and sheet erosion are the primary agents of soil loss. Gully erosion, locally referred
to as “dongas”, are prominent features in the landscape. In 1988 there were about
6,800 dongas covering an area of some 60,000 ha. Although gullies permanently
take land out of use, sheet and rill erosion have the greatest impact on
productivity, because they account for 38.8 M tonnes of soil loss per year, whereas
only 0.73 M tonnes of soil per year are lost as a result of gully erosion (NAPA;
NSDP).

51. Inappropriate agronomic practices on cropland. 54 % of cropland are estimated to
be exposed to sheet erosion (NSDP). Conventional tillage (overturning of soil) is
the main cause of soil erosion on arable fields. Ploughing is not adapted to
Lesotho’s erosion-prone soils, because it destroys soil structure and leaves soils
bare, with no cover to protect from water erosion. In addition, hunger forces
farmers to cultivate fields that are found on steep slopes and/or marginal lands
that are especially vulnerable to erosion. Ploughing also creates a plough pan -
while the top 20 cm of soil are loosened, the plough compacts the soil underneath.
Roots and water cannot penetrate as easily. In the event of heavy rainfall this
leads to waterlogging and water run-off.

Erosion on a ploughed field after a downpour in  Siltation colours the water of the Orange river
Qacha's Nek (Photo: O. Mundy) brown (Photo: O. Mundy)

52. Overgrazing of pastures. Overgrazing by cattle, horses, donkeys as well as sheep
and goats is common in Lesotho. The NSDP states that 50 % of rangelands are
overstocked. Other sources (IFAD 2014) estimate overstocking rates to be 40% to
80%, the equivalent of 2.8 to 5.7 million livestock units. There is a consensus that
Lesotho’s rangelands are in a poor and declining condition, with widespread erosion
of the top soil, and an abundance of unpalatable and less nutritious species. In
particular areas around grazing posts are experiencing accelerated soil erosion.
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ii. Climate change

53.

54.

Lesotho is already undergoing significant changes in climate. The ND-GAIN-index
(an index measuring a country's vulnerability to climate change in combination
with its readiness to improve resilience) lists Lesotho as the 49th most vulnerable
and the 57th least prepared country. This implies that the country has both a great
need for investment and innovation to improve readiness and a great urgency for
action. A detailed climate analysis has been carried out for this COSOP and can be
found in Appendix 2. The following paragraphs describe the main trends of
recorded climate data and future projections of climate change.

Increasing temperature. Though average annual temperature has been highly
variable from year to year during the past four decades, an overall increasing trend
is observable. The increase in Lesotho’s mean annual temperatures over 1967 to
2006 was 0.76°C. The mean seasonal temperatures are projected to increase by
between 1.78°C and 2.20°C by 2060 (NDC 2017).

Figure 8 Lesotho Regional Climate Model
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20 year running mean. The line represents the ensemble mean compared to the reference period 1986-2005. Here
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model-disagreement is found are colored in gray.
The projections are based on the emission scenario
RCP4.5.
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55. Changing seasonal rainfall patterns. Total annual rainfall has reduced slightly on
average in the past 30 years (IFAD/WFP 2018) but is expected to slightly increase
in future (CCAFS 2018). Of far greater concern are fluctuating rainfall patterns.
While total rainfall amounts have slightly decreased, historic climate data shows
the trend that the rainy season is more likely to start later and end earlier (see
graphic below). This means a concentration of rainfall during summer months and
reduced precipitation in autumn and spring. The delay of spring rains increases
farmers’ uncertainty as to when fields should be prepared and seeds should be
sewn. Changing rainfall patterns are also strongly related to the El Nifio—Southern
Oscillation phenomenon which fluctuates between three phases: neutral, La Nifia,
and El Nifio. Climate shocks caused by both El Nifio and La Nifia negatively impact
agricultural productivity in Lesotho. IFAD 2016 analysed the trends for Lesotho
based on data from 1982-2013:

e Higher drought risk during El Nifio. El Nifio events occur every 3-5 years and lasts
9-12 months. In the past 35 years there were 10 events. Drought risk during the
cropping period is enhanced whereas an increase in rainfall is likely from August
to October (outside of the cropping season).

e Higher rainfall during La Nifia. La Nifia occurs every 2-7 years with a duration of 8
months to 2.5 years. In the past 35 years 7 events occurred. The effects of La
Nifia on rainfall are almost the direct opposite to those of El Nifio. La Nifia causes
enhanced flooding risks that can reduce agricultural productivity through lodging
and other associated flooding impacts.

56. The 2015-2016 El Nino induced drought was one of the worst experienced in the
country in 35 year placing over 534,000 people at risk of food insecurity (UNDAF).
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Figure 9 Monthly Rainfall Trends

Monthly Rainfall Trend (perc/10yrs)

‘.‘*;‘ vam

NOV

O

. T

|_

O

(Vo)

Ll

—

DEC JAN
FEB MAR

el il <15%
4 g -1510-10
-10to -5

510 -2

| few changes

| 2t05

5to0 10

1010 15

>15%
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concentration of rainfall towards the middle of the season.

Source IFAD/WFP 2018

57.

58.

Extreme weather events. In addition to drought, Lesotho is subject to other

extreme weather events, including floods, unseasonal snowfall, extreme cold, frost
and hailstorms. The impacts of such extreme weather events are severe and result
in the loss of lives, damaged infrastructure and homesteads, and destroyed fields.
Heavy rainfall also contributes to rapid soil erosion.

Other hazards include wild fires and river floods.

iii. Impacts of land degradation and climate change

59.

Land degradation and climate change have a severe impact on Lesotho’s
population and are major contributors to the country’s high poverty rate. About 66
% of households live on degraded land (UNDAF). Human pressure on natural
resources leads to degradation that reduces agricultural production. Climate
change worsens the situation and further reduces agricultural output. Social
stressors such as a high unemployment and HIV rate add to poverty and food
insecurity. Communities often have no other option than to further exploit natural
resources, while adding additional pressure on them. The situation is further
exacerbated by poor governance and inefficient governing institutions (MEMWA
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2013). The impacts of land degradation and climate change are described further
below.

Figure 10 Relationships between socio-economic and environmental factors affecting livelihoods in
Lesotho
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60.

61.

62.

Loss of arable land and rangeland. Soil can be considered a nonrenewable resource

given the long periods of time needed for its formation. Many fields and pastures
have been taken out of production due to excessive sheet and rill erosion. The
Government estimates that the country has lost over 100 thousand hectares of
arable land in the past two decades: this amounts to a 25% decrease in usable
land for production of food and fodder (NAP 2015). The NAPA expects climate
change to increase rates of soil loss and loss of soil fertility and estimates that
climate change could reduce the share of suitable land for agriculture from 9 % to
as low as 3 %. Annual depletion of natural resources is estimated at 4.6 % of gross
national income (UNDAF).

Poor crop and animal productivity. The severe erosion of topsoil leads to a loss of
soil fertility and impacts the productivity of both arable and rangelands. Even in
years with good harvests the country is not able to produce enough food to meet
its requirements. The World Bank (2015) estimates that 50% to 60 % of Lesotho’s
annual grain requirements are imported. The sector’s share of GDP has fallen from
50% to about 6.1 % since the mid-seventies. Maize yields have fallen from an
average 1,400 kg/ha in the mid-Seventies to a current 450-500 kg/ha in most of
the districts (FAO 2010). Wool yields have declined from an average of 5 kg of
wool per sheep to 2.74 kg in 2010/11 (NAPA). Despite sharing similar climatic and
soil conditions, crop yields in the Free State Province of South Africa, which borders
Lesotho’s drier Mafeteng and Mohale’s Hoek districts, are between 2.5 and 9 times
higher than those in Lesotho underscoring the need for significant improvement in
production systems (FAO 2011).

All production systems in Lesotho are projected to be at least somewhat adversely
affected by climate change (CCAFS 2018). Climate hazards often result in delayed
planting or farmers do not plant at all. Drought and high temperatures are
expected to exacerbate incidences of diseases and pests that could result in crop
failures. The following table presents potential climate change impacts for different
crops in Lesotho.
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Table 6 Impacts of climate change for different crop types

Crop type m Projected climate change impacts

Fruit trees Apples Reduced production area, but higher productivity of remaining

Legumes Beans Benefits from increased production area in October. Large

Cereals Maize Marginal productivity. Decreased production area and

Horticultural Potato Increased production area in October and November,
and cash increasingly marginal from December onwards.
crops

areas. Possibly appropriate for further promotion in limited areas

Pear Small increases in suitable area and suitability. Appropriate for
further promotion

decrease in production area in November onwards. Earlier
planting is recommended

productivity in October, small increases in November. May
indicate that optimal planting season will be delayed until
November. Additional investments in development of fast-
maturing, drought-resilient varieties recommended.

Sorghum  Marginal productivity. Decreased production area and
productivity in October and November. Additional investments in
development of fast-maturing, drought-resilient varieties
recommended.

Wheat Positive increases in production observed in July - September,
but remains unproductive/marginal.

Tomato Small increases in production area. Recommend planting in
October. Possibly appropriate for promotion as a climate-
resilient cash crop

Source: University of Cape Town 2019

C. Target groups and rural population profiling

63.

64.

Target groups. IFAD-funded projects under the COSOP will particularly focus on
rural areas with high levels of extreme poverty (Senqu River Valley and the
mountains), through interventions to improve productivity, market access, food
security, natural resource management and climate resilience. To ensure that rural
transformation is inclusive, the COSOP targets poor people who have the potential
to take advantage of improved access to assets and opportunities for agricultural
production and rural income-generating activities. The COSOP’s targeting adopts a
geographic targeting and direct targeting approach.

There are three main target groups: (i) subsistence farmers and rural households
involved in agricultural activities in-farm or off-farm, including e.g. smallholder
farmers, herders, unemployed youth, wage labours, landless widows; (ii) semi-
commercial and emerging commercial farmers; and iii) commercially oriented
farmers.
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Typology

Category A -
Vulnerable
rural
households.
They may own
some livestock,
cultivate
homestead
gardens and
engage in
subsistence
farming, herding
livestock,
agricultural
labour, with no
access to
agricultural
inputs nor
technical
assistance.

Category B -
Semi-
commercial
farmers, and
emerging
commercial
farmers.
Smallholder
farmers for
whom agriculture
is of primary
importance who
obtain an
important portion
of their income
from agriculture.
Below (or equal)
0.1 ha of
irrigated land.
Taxed income
below (or equal)
600.000
Maloti/annum.

Table 7 Target groups

characteristics

Poor to very poor.
They do not have
adequate
resources, partly
depend on other
sources of income
which are also
scarce, and mostly
engage in

subsistence farming
or wage labour with

occasional
surpluses for sale.

Poorly integrated in

the rural market

economy. Little off-

farm income
sources. Low
wages. Very
vulnerable to
economic and
climatic shocks.

Some are below,
some above the
poverty line but at
risk to fall below it.
Access to some
resources to invest
in agriculture and
livestock, have

limited implements,

and sell surpluses.
Vulnerable to
economic and
climatic shocks.
Women farmers
depend on men,
and youth on
parents for access
to key resources.

Coping
actions

Some livestock
production.
Use social
networks to
access/share
farm
equipment.
Petty trading.
Look for
alternative
income
sources (petty
trade, casual
labor) to
supplement
farming. Food
aid and other
forms of social
programs.

Diversify
sources of
livelihood,
including off-
farm income if
possible.
Cross-
subsidize farm
activities by
securing
subsidized
inputs. Use
social
networks and
groups to
access/share
farm
equipment and
inputs. Safety
net includes
livestock
ownership.

EB 2019/128/R.18/Rev.1

Priority needs

Improve access to
productive inputs.
Increase crop
yields, through
adoption of new
technologies, and
improve livestock
production and
grazing
management.
Improve diet
diversification.
Secure off-farm
income sources.

Improve
productive
resources
especially soils.
Increase crop
yields, through
adoption of new
technologies, and
improve livestock
production.
Support to develop
horizontal and
vertical linkages.
Strengthening of
farmer groups to
take advantage of
market
opportunities and
economies of
scale. Access to
resources for
investment in
commercialization,
including
irrigation.

Programme
response

Capacity-
building in
climate-smart
agriculture and
strengthening of
extension
services. Access
to training for
women, and
service delivery
to women and
youth on an
equal basis.
Benefit from
additional labor
created by
(semi-)
commercial
farmers. Access
to tailored
grants.

Capacity-
building in
climate-smart
agriculture and
access to CSA
improvement
measures. New
technologies
and
strengthening of
extension
services. Market
linkage
development
through group
capacity
building, round
tables and other
exchange fora.
Investment
resources
through tailored
grants. Equal
access to
training for
women, service
delivery to
women and
youth on an
equal basis.
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Poverty
characteristics

EB 2019/128/R.18/Rev.1

Coping
actions

Priority needs

Programme
response

Category C -
Commercial
farmers.
Medium to large
scale farmers
who may also
have additional
sources of
income (business
or employment).
Above 0.1 ha of

Above the poverty
line. They have
access to ample
resources to invest
in agriculture and
livestock, have
implements, sell
surpluses, and
employ farm
workers. Have the
collateral and

Climate-smart
agriculture,
improve
competitiveness,
improve access to
markets. Value-
addition through
agro-processing.

Coping actions
are not
applicable.

Capacity-
building in
climate-smart
agriculture and
access to CSA
improvement
measures.
Access to
tailored grants &
loans under the
condition that

irrigated land. resources to access they link and

Taxed income commercial loans. support

above 600.000 smallholder

Maloti/annum. farmers to link
to markets.

Source: authors

65. Targeting women and youth. IFAD-funded projects will prioritize women, especially
young women, as they are more vulnerable than their male counterparts. Due to
the high number of youth and their heterogeneity, a differentiated approach should
be taken into account for youth as different types of youth face different barriers. A
division can occur by age groups (underage and adults), employment/skills, socio-
economic status, gender and poverty. IFAD interventions could consider the
following youth target groups: (i) Young herders; (ii) Youth-headed households and
young mothers; (iii) School graduates aged 18-35 in a structured environment;
(iv) Out-of-school youth aged 18-35 in a non-structured environment; and (v)
university graduates. More details on the characterization of the different youth
target groups can be found in the working paper “"Lesotho Youth Opportunities
Paper”.

66. IFAD projects will create awareness and encourage the integration of people with
disabilities. As there are many types of disabilities, the projects will rely on
community members, who know the situation and the skill sets of people with
disabilities best, to identify good ways to engage accordingly.
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Figure 10 Schematic overview of youth target group profiles according to level of vulnerability
and degree of formal education
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3. Institutions and legal framework

A. Institutions

67.

68.

69.

Government. The Ministry of Agriculture and Food Security (MAFS) and the Ministry
of Forestry, Range and Soil Conservation (MFRSC) are the two main ministries
IFAD-funded projects collaborate with. They are the most important agencies for
agriculture, rural development and environmental issues. IFAD has also engages
with the Ministry of Tourism, Environment and Culture (MTEC), and WAMPP
supports the Lesotho Meteorological Services (LMS) under the Ministry of Energy,
Meteorology and Water Affairs (MEMWA). Many government agencies experience
capacity challenges as a result of the turn-over of staff. There are also overlapping
administrative jurisdictions between some ministries and this has led to confusion
(and occasionally tension) over disputed mandates. It also serves to expand
problems of inter-governmental coordination and further constrains initiatives to
implement multi-sectoral strategies. Similar coordination challenges are to be
found at the district level where, despite the existence of District Development
Committees, a silo approach to the implementation of rural development strategies
is common. Further challenges are to be found in the roles assigned to traditional
leaders and local politicians and contestation over jurisdictional and administrative
authority remains a problem.

International agencies. The three main agencies with which IFAD-funded projects
will continue to liaise are the World Bank (mainly in regards to SADP I and II), the
Food and Agriculture Organization (FAO), with whom currently a joint GEF proposal
is being developed and the German International Cooperation Agency (GIZ) who
are developing a large project on integrated catchment management. Other
important agencies include the World Food Programme (WFP), UNDP, and JICA.

Research institutes. The two most promising institutes for IFAD-funded projects to
collaborate with are the National University of Lesotho (NUL) and the Lesotho
Agricultural College (LAC).
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Climate and environment funds. IFAD and FAO are currently developing a proposal
for the Global Environmental Facility (GEF). Other promising sources of additional
finance are the Adaptation Fund with its designated authority located in the
Lesotho Meteorological Services, and the Green Climate Fund (GCF) with its
authority located in MEMWA.

Private sector. There are a handful of private sector actors worth collaborating
with. The Lesotho National Development Corporation (LNDC), a parastatal entity
supporting the mandate of the Ministry of Trade and Industry, plans to promote
and co-finance processing facilities (outgrower models) for poultry, piggery, dairy,
fruit and vegetables and aquaculture (Financing: 40% LNDC, 30% foreign investor
and 30% local investor). African Clean Energy (ACE) is producing low-cost high-
quality and energy-efficient cooking stoves that reduce CO2 emissions and fuel
collection time. ACE has successfully sold over 10,000 stoves in Lesotho.
Collaboration is also possible with the Lesotho Highland Development Project.

Producer cooperatives such as the Lesotho National Farmers Union (LENAFU), the
Potato Grower Association or the Lesotho National and Wool and Mohair Growers’
Association (LNWMGA) are important private sector networks IFAD should
collaborate with.

NGOs and community-based organization. World Vision and Catholic Relief Service
are two large NGOs capable of implementing activities country-wide and are
experienced in social inclusion and environment. There are a number of smaller
NGOs working in rural areas including the Rural Self Help Group and Growing
Nations. Churches and other local groups have a strong standing in communities
and present promising entry points to engage with communities.

Traditional authorities. For any project intervention at village level, village chiefs
should not only be consulted but have to be heavily involved.

B. Policy, legal and regulatory frameworks

75.

76.

77.

Despite the importance of agriculture for the rural economy, the sector as a whole
suffers from a lack of plans and policies. Existing policies and strategies are
outdated and are not being implemented. Nevertheless, the draft National Strategy
Development Plan (NSDP II), which provides a general indication of the
development priorities to be pursued by the GoL during the period from 2019 to
2023, describes agriculture as the “backbone of the rural economy” and stresses its
critical importance for the rural poor. The NSDP II sets out the following three
goals for the development of agricultural sector: Sustainable Commercialization
and Diversification in Agriculture (Goal 1); the development of a Well-Functioning
Lesotho Agri-Food Systems (Goal 2); and Rehabilitated Rangelands and Wetlands
(Goal 3). The NSDP II has sighalled a commitment to greater commercialisation of
the agricultural sector. However, as a national strategy, the NSDP II merely
provides an enabling framework for the formulation of policies and strategies and it
is short on detail on how the agricultural sector might be developed (GoL 2019).

Similar gaps are to be found in the legislation framework needed to regulate the
sector and this is especially challenging in the case of rangeland management, land
tenure and land use, and in defining the role of traditional authorities in regulating
natural resource usage. From this it is evident that there is a need for policy and
regulatory reform if the goals of the NSDP II are to be achieved.

The absence of a clear legislative and policy framework has led to some policy
incoherence and uncertainty in the sector. This is demonstrated in the fact that
whilst agriculture’s contribution to the GDP amounted 6.9% per annum between
2011 to 2016, public spending on the sector amounted to less than 3% per annum
during this period (World Bank 2019b). A similar anomaly is to be found in the
targeting of government expenditure in the sector, where the contribution of crop
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production to the GDP (1.9%) is less than that of livestock (4.4%) but yet the
expenditure on subsidies provided to the Summer Cropping Program (ICP) is
roughly 10 times that spent on livestock (World Bank 2019b).

The policy framework in support of food security and nutrition, in contrast, is far
more developed than in the case of agriculture. The Food and Nutrition Security
Policy (2017) and the Food and Nutrition Strategy and Costed Action Plan (2019-
2023) both provide a framework to address the multi-dimensional determinants of
poor nutrition. There is also regular reporting on progress on nutrition programmes
(e.g. the “Zero Hunger Strategic Review Report” (2018) and the “Lesotho Multi-
Sectoral Nutrition Governance Capacity Assessment Report” (2018).

Despite the current focus on commercial production, hitherto, the lack of attention
paid to the development of agricultural supply chains has been a feature of
government (and donor) support to small-scale farmers®3. The provision of heavily
subsidised services and productive inputs (ploughing, seed, and fertilisers,
amongst others), in particular, has led to high levels of dependence on the
government and has limited the sustainability of development interventions. It has
also inhibited the emergence of a class of small traders who might otherwise
generate an income providing these services.

Whilst the need to shift greater commercialisation has been clearly articulated, the
support which might be provided to subsistence farmers and those who have little
prospect of producing a surplus is less clear. More consideration is also need to
ensure that appropriate regulatory measures are set in place to ensure that the
emerging commercial producers do not exploit, and thereby further impoverish, the
most marginalised households.

The Government of Lesotho is increasing its efforts to address malnutrition and
joined the SUN (Scaling Up Nutrition) Movement in July 2014. Strong political
commitment has been demonstrated by the many policy frameworks and
programmes, which are in place. The National Nutrition Strategy was developed in
2016 and it is under revision. The Food and Nutrition Security Policy (2017),
proposed Food and Nutrition Strategy and the Zero Strategic Review Report (2018)
all provide a framework to address the multi-dimensional causes and consequences
of malnutrition. Lesotho's Food and Nutrition Coordination Office (FNCO) is
responsible for implementation of policies and programmes on the ground, but
lacks human resources and faces legal and policy constraints that hinder a multi-
sectoral coordination of nutrition. The UN initiative Renewed Efforts Against Child
Hunger and undernutrition (REACH) is supporting the FNCO to build its capacities
to scale-up proven and effective interventions addressing child undernutrition.
Detailed nutrition assessments have been carried out and an implementation plan
is currently under development.

Agriculture features strongly in Lesotho's Nationally Determined Contribution (NDC)
to the Paris Agreement, which specifies its planned actions up until 2030, for both
mitigation and adaptation purposes. In order to adapt the agriculture sectors to the
effects of climate change Lesotho plans to diversity livestock practices, increase
access to drought resilient crops, improve soil management, implement efficient
irrigation systems, adjust planting dates, and prioritise climate-smart agriculture.
Plans for reducing emissions from the agriculture sectors include increasing the
share of organic fertilisers in the fertiliser mix, maintaining the livestock population
at an appropriate level, maximising the mitigation co-benefits of climate-smart
agriculture, and finding ways to improve the efficiency of natural resource use.

Lesotho's plans for the agriculture sectors include both unconditional actions and
actions conditional on external support and finance, though sometimes this is
unspecified. The total anticipated cost of implementation — 0.59 billion - is not

53 This is a focus of SADP Il
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broken down by sector or intervention, and only a few listed interventions include
quantifiable targets. Despite the omission of these details, it is clear that Lesotho
plans for agriculture to be a central part of its climate change action, and support
in the agriculture and related sectors will be critical for Lesotho to reach its NDC
target.

Similarly, the 2017 National Climate Change Policy Implementation Strategy also
sets out a framework which includes the need to promote climate-smart agriculture
and food security systems (MEMWA 2017). Another important framework is the
2015 UNCCD Lesotho national action programme in natural resource management,
combating desertification and mitigating the effects of drought (NAP). However, a
lack of inter-sectoral coordination continues to present challenges in the design and
implementation of integrated climate change mitigation and adaptation strategies.

4. Strategic recommendations

A. Lessons learnt

85.

A number of lessons learnt are found in the main text of the COSOP and COSOP
review note (2018).

B. Strategic orientation

86.

87.

88.

89.

90.

91.

Environmental and social issues are strongly incorporated in the COSOP. Its
outcomes include improved national resource management to prevent soil erosion,
stronger community based rural institutions and increased capacities to prevent or
reverse land degradation. It contributes to IFAD's environmental and social
inclusion goals of supporting vulnerable groups, including youth and women, to
adapt to climate change and improve soil and water management in order to
secure higher crop yields and land productivity.

The new COSOP is aligned with international environmental conventions and
national strategies. Most importantly, it contributes to the countries new NSDP II.
The new COSOP is also fully aligned with the pillars, outcomes and budget of the
UNDAF 2019-2023. IFAD-funded projects will specifically support delivering Pillar 3
(Sustainable and inclusive economic growth for poverty reduction).

A number of important overarching principles are laid out in Section C (Overall goal
and strategic objectives) of the COSOP. Additionally this study further emphasizes
the following principles.

Agency coordination. International stakeholders from different sectors and
agencies should enhance coordination in their approach to the agricultural sector.
IFAD should further explore opportunities to partner with other agencies, in
particular the World Bank, GIZ, FAO, WFP, UNDP, to increase the impact of its
programmes and to cover areas that are not within its core mandate.

Favor long-term projects and scaling-up of proven practices. To have a meaningful
impact IFAD-funded programmes should take place over multiple growing seasons
(at least 10 years in duration), giving farmers and herders the necessary time to
understand and value the benefits of climate-resilient practices while providing
them with continuous support. IFAD interventions should concentrate on scaling-up
practices that have proven to be effective in the past.

Strengthening local institutions. IFAD projects are encouraged to work through civil
society organizations, such as NGOs or faith-based institutions, that are active in
and in many cases deeply rooted in rural communities. They know the local context
well, have established healthy relationships with rural communities and may have
high levels of commitment. They are important entry points to reach out to
Lesotho’s remote communities. Options to strengthen local institutions include
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capacity building, grant schemes and implementing project activities by civil
society.

Accessing climate finance. The design team reviewed different options to access
additional financing and is aiming to submit a proposal together with FAO to the
Global Environment Facility (GEF) to support Lesotho Integrated Management
Project (LIMAP) currently under design.

C. Strategic actions

Current situation

93. Agriculture needs to become more commercially viable and climate resilient. Below chart

indicates the intended theory of change for the agriculture production system under the
current COSOP, which is a sub-set of the COSOP overall theory of change which intends to
contribute to inclusive rural transformation in Lesotho.

Future

Climate-smart practices Climate-smart practices

Commercial climate-
smart agriculture

o — O

7

Sustainable & resilient
subsistence farming

Commercial climate-
smart agriculture

Sustainable & resilient
subsistence farming

Commercialization

Commercialization
Subsistence agriculture

Traditional
subsistence farming

Inappropriate
agricultural practices

Conventional
commercial farming

g ) o

=]

£

=

7]

=

=)

©

]

o

c

]

o

i

7]

2

S

(]

Traditional Conventional
subsistence farming commercial farming
Inappropriate
agricultural practices

94.

Climate-proofing production systems. Current agricultural practices are not
adapted to Lesotho’s erosion-prone soils and the country’s current and future
climates. Conservation agriculture is the most widely promoted practice in Lesotho
(CCAFS 2018). The three principles of the climate-smart practice, no-tillage, field
cover and crop rotation, have proven to be successful for country’s arable fields,
but farmer adoption rates are low (FAO 2010; FAO 2011). The farming method
strongly reduces sheet and rill erosion that accounts for the vast amount of soil
loss. At the same time, the practice increases yields if combined with fertilizer
usage and cover crops. Most households have enough labour and arable land,
though limited, to practice conservation farming. The practice is being promoted by
a number of development actors in Lesotho (including FAO and WFP) and has been
supported by IFAD in the past. IFAD projects can build on this experience and can
draw on existing capacities, including inputs suppliers (such as cover crop seeds,
jab planters), training materials and a pool of farmer champions, trainers and
extension staff. Other climate-resilient practices can accompany conservation
farming. These include anti-erosion measures in and around fields such small
terraces, planting of appropriate tree species, liming of crop fields, compost pits,
manure use, etc.
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Small-scale irrigation and water harvesting have a great potential as an adaptation
option. Gravity fed irrigation is inexpensive due to the low cost of purchase,
installation, operations and maintenance. It has particular potential in the
mountains and foothills. However, the experience of irrigation in Lesotho shows
that success stories are far outnumbered by costly failures. Nevertheless, as an
adaptive technology in climate change scenarios, the arguments for small-scale,
low-cost irrigation technologies like gravity fed sprinkler or drip systems are
compelling (FAO 2011; CCAFS 2018). The implementation of these strategic
actions would also support the achievement of Lesotho’s NDC targets, which
feature strongly climate smart agriculture

Rangeland and natural resources management. Around 50-60% of Lesotho’s area
is rangeland. Large parts of it are badly affected by overgrazing and climate
change. Strengthening the capacities of rangelands institutions, especially of
grazing and herder associations, should be the main focus of IFAD-supported
projects. Various interventions can be undertaken to improve rangeland and
natural resource management such as better grazing and herd management,
rotational grazing, protection of natural springs and no-grazing on highly degraded
areas. Rehabilitation interventions include afforestation of gullies, soil and water
works to control water flows and erosion, grass strips, restoring the riparian
vegetation and trees along streams, and removal of alien vegetation and de-
shrubbing.

Youth sensitive investments and capacity building. Youth are the future of Lesotho,
representing 39.8% of the population and can be key agents of change in rural
areas. Nearly two thirds live in rural areas and many of them practice agriculture.
IFAD programmes wishing to pilot innovative practices should specifically target
youth. Due to their large number and heterogeneity IFAD-funded projects should
emphasize targeting vulnerable youth groupings (e.g. young herdsmen or out-of-
school youth in a non-structured environment). Youth are more likely to succeed,
the better educated they are and if they are organized in groups. Keeping youth
engaged makes them less likely to fall deeper into the poverty trap and may
prevent early pregnancies and HIV infection. At the same time, IFAD programmes
have to be aware that many households are youth-headed and have a reduced
capacity to participate in social mobilization and trainings. Approaches for
meaningful engagement of rural youth that will lead to rural transformation will
include the following:

Promoting economic activities such as facilitating access to financial services
through microfinance initiatives, savings groups, providing access to markets;
Enhancing the social capital of young people by strengthening farmer
organisations and cooperatives;

Creating platforms that can facilitate peer-to peer learning and provision of
mentorship;

Promoting decent work and entrepreneurial activities;

Providing training and capacity building through vocational training, financial skills
and business management skills;

Providing access to agricultural technologies and infrastructure such as irrigation
schemes, ICTs, roads, transport (Mungai et al. 2018).

More details and examples on youth development and targeting can be taken from
the working paper “Rural Youth Opportunities in Lesotho” prepared for this COSOP.

Emphasis on gender inclusion. Projects under the COSOP should aim to address
IFAD's three strategic objectives on gender namely: i) economic empowerment, ii)
voice and representation and iii) workload reduction. IFAD-funded projects should
pilot the Gender Action Learning System (GALS), a participatory approach that
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seeks to empower all household members while transforming gender relations both
at household and community level. Such household methodologies can be part of
the capacity development programmes. IFAD-funded projects have to take into
account that many households have limited capacities to take part in project
activities, because of sick family members or loss of family productive members
due to HIV/AIDS. Many are child-headed and/or look after disabled family
members. Increasing the workload of the household members has to bring
considerable benefits. Ideally, IFAD projects should seek solutions to reduce
workload (e.g. fuel saving stoves).

Projects should also generate gender and age disaggregated data to inform gender
and youth sensitive programming, and consider using the Women's Empowerment
in Agriculture Index (WEAI) to measure women's empowerment with a project.
Programmes should also work together with partners who have greater expertise
to address gender related issues that may go beyond IFAD's immediate mandate
(e.g. gender-based violence, HIV, maternal health).

Nutrition sensitive production and awareness raising. With a stunting rate of
children under 5 of 32 % IFAD projects in Lesotho are recommended to be
nutrition-sensitive. This means projects should (i) identify nutrition pathways (e.g.
nutritious food production; income generating activities; nutrition education;
WASH; engagement in multi-sectoral platforms) and (ii) present the causal linkage
between problem identification, desired outcomes and expected nutrition impacts.
It is advised to engage a nutrition specialised during project design. According to
the REACH implementation plan, core nutrition actions in agriculture include
promoting (i) bio-fortification of micronutrient rich crops (e.g. iron-rich beans), (ii)
food preservation and processing, (iii) crop diversification and (iv) homestead
gardens.

HIV/AIDS. Lesotho has the second highest HIV prevalence in the world. It currently
mostly addressed through social safety programmes (World Bank funded Social
Assistance Project, EU and UNICEF collaboration on social protecting programme,
USAID good health intervention, UNAIDS is supporting data collection on HIV/AIDS,
Elizabeth Glaser Foundation is supporting both aids response as well as improved
services for HIV/AIDS infected populations). IFAD programmes will take HIV/AIDS
into account by, for instance, sensitizing extension workers, having training locations
close to beneficiary households to reduce travel distance and time, promoting labour-
saving and improved methods and crops, or promoting nutrition-sensitive agriculture
to promote healthy nutritious diets. Project staff will sensitise beneficiaries on
existing community health and welfare programmes (e.g. above mentioned ones)
where they may find counselling and support. Many of these measures also account
for the special needs of other vulnerable groups, such as people with disabilities.

Labour conditions. IFAD-supported interventions measures will ensure that
contractors abide with sound labour and working conditions, and propose parameters
to promote health and safety, decent work, and well-being of workers and local
communities. Approaches to address potential risks of child labour in agriculture will
be strengthened.

Grievance redress mechanisms will be included at project level.

Private sector engagement. With relatively low levels of commercialisation, the rural
economy of Lesotho requires continuous efforts to engage the few available and
potentially new private sector actors as input and service providers and off-takers.
They are essential to stimulate markets that incentivise farmers to produce more at
a better quality.

Quality improvement of agricultural produce. In order for farmers to export their
produce or sell it to supermarkets or processing facilities, certain quality standards
have to be met. IFAD-funded projects can support farmers through training,
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technology and access to better equipment in order to increase the quality of their
produce.

Access to information. Farmers need information on e.g. on market prices, pest
outbreaks or weather forecasts. This helps them to make more informed decisions
on what to plant, how and when, and most importantly when to sell. WAMPP is
currently supporting the Government to build up better weather and climate
information systems. Further projects should also support giving farmers the
information they need.

Improve market linkages. Farmers have little incentive to produce more and/or

better quality if they cannot sell it. Buyers on the other hand need a reliable supply
of goods at the right time and in the right quality. IFAD can support linking producers
and buyers to each other's mutual benefit.
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Appendix 1 to SECAP

Rural Youth Opportunities in Lesotho

. A Al
Photo by Oliver Mund

This paper was prepared by Oliver Mundy, Francesca Romana Borgia and Rahul
Antao in 2018 for the COSOP design of Lesotho to explore opportunities for IFAD
to strengthen youth in the rural areas of Lesotho.
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1. Rural youth in Lesotho

1.

Youth are a diverse and heterogeneous group defined by the UN as women and
men in the age group from 15 to 24 years. The definition of youth in Lesotho is
broader and regards persons between 15 and 35 years of age to be youth. In
Lesotho, youth have the following general characteristics:

With 39.8% they present a large proportion of the total population (UNDAF
2018)
They mostly live in rural areas. 74.6 % reside in rural areas and 25.4 % in urban
areas, mirroring the urban-rural divide (UNDP 2012).
A large majority of youth are engaged in agriculture, the most important sector
in rural Lesotho. Nearly half say farming is their most important source of food
(UNDP 2012).
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Graphic 1a. Population pyramid of Lesotho

2. Key challenges

2.

Low youth development. The Youth Development Index of the Commonwealth
Secretariat (2016) compares the youth development of 183 countries. Lesotho has
a low Youth Development Index of 0.432 in 2016, mainly because of a very low
health and well-being score (see graphic 2a). Other areas such as education,
employment and civil participation score in a medium range. Political participation
has a high score (0.678). The total score has not improved since 2010 (0.429).
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Domain Rank  Score
Overall 171 0.432
Health & Well-being 182 0036
Education 144 0.521
Employment & Opportunity 102 0.525
Civic Participation 66 0.596
Political Participation 62 0.678

Graphic 2a. Youth Development Index for Lesotho in 2016 (Source: Commonwealth Secretariat 2016)

3.

Education. According to UNICEF 74.2 % of male youth (15-24 years) and 92.1 %
(15-24 years) of female youth are literate. Primary school enrolment in rural areas
is at 88.3 %. Despite these encouraging numbers and high Government
expenditure on education (14% of the public budget), various reports (UNDAF
2018; UN 2017; WB 2015) refer to the poor educational outcomes of the
educational system. Root causes include poor quality of education, insufficient
attention to early learning, low completion rates, low transition to secondary
education (that remains a privilege for wealthy families) and disparities influenced
by geographic and social factors.

Poverty and unemployment. The Bureau of Statistics reports 32.3 % of the
young to be unemployed in 2014 (UNDAF 2018). The International Labor
Organization (ILO) has a higher estimate and reports 38.5 % of total labor force
ages 15-24 to be unemployed in 2017. Almost 80 % of the employed youth are
working in the private sector, comprising 31 % in agriculture and 17.8 % in home-
based income generating activities. For youth already in employment a very large
proportion are working in non-contractual jobs which reflects high levels of job
insecurity (UNDP 2012). It also takes a long time to find employment, even for
those with tertiary education. According to UNDP 2015 high youth unemployment
is linked to:

low access to labour market information;

lack of work experience;

low aspiration for self-employment;

a mismatch between available skills and labour market needs;

poor support for starting and sustaining businesses;

declining job opportunities in South Africa, especially in the mines for young males;
slow creation of new jobs, linked to an uncompetitive investment climate and
shortages of industrial infrastructure.

The high unemployment rate prevents many of having a self-determined life with
less economic constraints. Poverty among youth is estimated to be at 69 % (UN
2017). It encourages young women and men to migrate to larger cities or try to
find work in South Africa. As many as a third of the students from the National
University of Lesotho seek jobs abroad after graduation, mainly in South Africa
(WB 2015).
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Table 2a. Youth employment statistics (Source: ILO Stat) (Note: no statistics available for young
people who are not in employment, education or training (NEET))

Indicator Year | Value
Youth labour force participation rate (%) 2013 | 45.1
Youth labour force participation rate, men (%) 2013 | 52.6
Youth labour force participation rate, women (%) | 2013 | 37.8
Youth unemployment rate (%) 2013 | 34.4

Lesotho - Youth unemployment
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Source: TheGlobalEconomy. com, The World Bank

Graphic 2b. Youth unemployment in Lesotho 1991 - 2018 (Source: globaleconomy.com and

World Bank (link))

6. Lack of services and infrastructure: Many preconditions for successful youth
engagement are not well developed in Lesotho. Markets and financial services are
difficult to access. Access to electricity and mobile reception are slowly improving.
Internet is still too costly for youth with low income. It takes time to travel to

urban centers.

7. Orphanhood and household headship. HIV & AIDS is taking its toll. An

alarmingly high number of youth (54 %) are confronted with the death of one or
both of their parents, with 17.4 % of children under 18 being double orphans while
27 % are paternal orphans only and 9.6 % are maternal orphans only (UNDP
2012). Many youth have to take care of their younger brothers and sisters not
allowing them to pursue further education, seek a job or develop professionally.
Household headship has been found to be a feature associated with just 16.5 % of
the youth population (UNDP 2012). Orphans and child-headed households are
extremely vulnerable. They are generally poverty-stricken, lack proper parental
guidance and care, and face emotional insecurity and stigmatization. Survival
strategies include early marriages and working as herd boys or domestic helpers or
engagement in other child labour activities (UNICEF 2006).
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Child labour. About 23 % of children aged 5-14 are engaged in child labour
(UNDAF 2018). Young boys looking after herds often have poor education levels,
receive minimal compensation and face great poverty. They are also exposed to
severe weather conditions and high risks of attack and stock theft. Affected
children remain vulnerable, once they enter the youth age group.

Early pregnancies. 15% of women (ages 20-49) have their first birth when they
are 15 years of age, indicating a high occurrence of premarital births. These girls
are highly vulnerable, as they drop out of school and cannot complete their
education. Unmarried mothers often have to rely on a single income for the upkeep
of herself and that of the child.

3. Opportunities

10.

11.

12.

13.

14.

15.

16.

Reservoir of talent and innovation. The large young population, also referred to
as a youth “bulge”, presents the country with an important reservoir of talent,
skills and manpower. Nearly half of all youth have a positive attitude towards
entrepreneurship and have aspirations to start their own business (UNDP 2012; De
Gobbi 2014). Youth are key change makers due to their greater willingness to do
things differently, try out new things and explore digital technologies. There are
willing to engage economically, but need employment-ready skills, and
innovations. Youth are especially important for the agricultural sector, as nearly
three-quarters reside in rural areas.

Market availability. While markets can be hard to be accessed, experience from
IFAD’s project SADP I shows that the demand for horticultural products is given in
Lesotho. Sellers have to import products from South Africa, because local
producers cannot supply reliable quantities at the right time and at the right
quality. Large urban centres and potential buyers are also found in South Africa.
SADP has undertaken various value chain studies that can be found in IFAD's
knowledge base for Lesotho.

Agricultural potential. Though limited, most households have land assets, access
rangelands, have labour and practice agriculture. Yields are in most cases very
poor for a variety of reasons, but proven technologies and practices exist (e.g.
greenhouses, irrigation, conservation farming) that can increase productivity and
unleash Lesotho’s agricultural potential.

Information and communication technologies (ICT). Mobile phones and
internet are appealing to rural youth and have high potential to facilitate access to
information on increasing farm productivity, agricultural innovation, and provide
access to financial services and markets. They have radically altered the ways
information is being shared and greatly reduced the cost of acquiring new technical
and business knowledge.

Tourism. South Africa is a tourist hotspot with millions of tourists traveling around
Lesotho, but few enter the country. Lesotho’s culture and landscape have the
potential to attract many more tourists and provide employment for young people
in the tourism sector.

Remittances. Many households receive money from relatives who work abroad or
in urban centres. Capital flow can be used to trigger investments at village-level.

Development aid. Lesotho receives millions in development aid each year. Better
donor coordination could increase aid efficiency and channel more funds into youth
development.

4. Targeting

17.

Differentiated targeting. Due to the high humber of youth and their
heterogeneity, a differentiated approach should be taken into account as different
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types of youth face different barriers. A division can occur by age groups (underage
and adults), employment/skills, socio-economic status, gender and poverty. A good
example for differentiated targeting in an IFAD-funded project in Nigeria is
presented in Box 4a.

not e

2.

3.
4,
5

Box 4a. Example of good targeting of youth

A good example of targeting is in the design of the Community-Based Natural Resource
Management Programme - Niger Delta (CBNRMP) in Nigeria contains detailed descriptions of five
youth target subgroups:

1.

out-of-school youth aged 18-35 in a structured environment (e.g. apprenticeship, self-
employment or regular wage work);

out-of-school youth aged 18-35 in a non-structured environment (e.g. engaged in mostly
unskilled casual work);

teenagers aged 12-18;

female youth of all ages; and

‘mature youth’ aged 35-50 (i.e. mentors or master artisans).

Note: Out-of-school refers to youth who i) Do not have access to a school in their community; ii) Do

nroll despite the availability of a school; iii) Enroll but later than they should have; iv) Enroll in

schools that have poor facilities / no teachers; v) Drop out of the education system. Enroll but do
not attend school (Source: Unicef)

18. Vulnerable youth. IFAD programmes have to be aware of Lesotho’s specific
context. Many youth are household heads, bear the great responsibility of being
young mothers, are HIV positive or are involved in time and labour-intensive

household chores. This reduces their capacity to participant in social mobilization

and trainings. IFAD funded programmes should identify ways to support this youth
and at the same time avoid adding additional burden to them. For this specific
target group, it is suggested to have a specific attention to the needs of the most
vulnerable youth (especially adolescent girls, young household heads, school drop-
outs and HIV positive youth) in order to help them graduate and therefore to

becoming able to access project interventions along value chains in a profitable

manner.

19. Gender. Female youth are more vulnerable than their male counterparts.
Unemployment rates for female youth are more pronounced than for men. They
face early pregnancies and are more likely to be HIV positive. Therefore young
women should be prioritized.

20. Youth target group profiles. Table 4a presents the characteristics, needs and
main pathways of support for different youth groups. The following youth target
groups have been identified:

Young herders

Teenagers aged 15-18

Youth-headed households and young mothers

School graduates aged 18-35 in a structured environment
Out-of-school youth aged 18-35 in a non-structured environment
University graduates

51




Appendix VI

Table 4a. Potential youth target

Characteristics

EB 2019/128/R.18/Rev.1

group profiles for IFAD interventions

Main pathways for support

Young herders aged 15-35

e Main users of rangelands

e Spend most of the day
looking after livestock

e Get paid in livestock

e Mainly provide services to
livestock owners

e Exposed to weather related
risks and livestock theft

e Little formal education
Follow traditional norms
and keepers of indigenous
knowledge

e Low social status
Working poor
Power and dominance
central to masculinity

e Poor access to public
services

O Accessible, resilient and
productive rangelands

O Practices and tools for
sustainable herd and
grazing management

O Strong and inclusive
pasture institutions
(grazing and herder
associations)

O Pasture infrastructure,
including water points, rural
roads, shelters

O Animal health services
and facilities

O Markets to sell live
animals and livestock
products

O Fodder to feed animals
during winter

O Alternative professions

Non-Formal Education
Basic nhumeracy and
literacy skills

Security against theft
Strengthening of capacities
and inclusivity of pasture
institutions

Promotion of sustainable
herd and grazing
management including
destocking and breeding
Linkage to alternative
professions

Teenagers aged 15-17

0 Secondary education

0 Vocational training

O Youth groups or other
village-level support networks
O Mobility and internet

O Sports and recreational
activities to stimulate them and
keep them away from trouble
0 Household methodologies

e Most likely engaged in
education

e Not children nor adults

e Face legal boundaries e.g.
to access finance, job
opportunities etc.

e Support family in
household chores

e Practice agriculture

e Girls may face early
pregnancies

Skills and training
Support networks
Recreational activities
Employment
Information needs

Youth-headed households and young mothers

O Social and economic .

e Carry great responsibility

for household chores, care
of siblings and food/income

safety nets
O Alternative livelihoods

Linkage to social protection
programmes of
government, churches and

generation NGOs

o Affected by malnutrition e Labour-saving
Bound to homestead technologies
limiting their time and e Completing education
reach to attend other e Saving groups
activities e Tailored support for

e Extremely vulnerable
e Lack social and economic
safety nets

income generating
activities
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Needs

School graduates youth in a structured environment

EB 2019/128/R.18/Rev.1

Main pathways for support

e Engaged in apprenticeship,
self-employment or regular
wage work

e More likely to have enjoyed
formal education
Economically active
Practice farming

Further skills
development,
specifically business
skills and vocational
skills
Self-employment
opportunities

Assess to finance

Skills enhancement
Household methodologies
Sports and recreational
activities to stimulate them
and keep them away from
trouble

Out-of-school youth in a non-structured environment

e Engaged in mostly
unskilled casual work
School drop-outs
May be HIV positive
Practice farming
Females face higher
unemployment rates

Skills and training,
specifically vocational
and business skills

Vocational training
Employment in agricultural
value chains

e Household methodologies

e Sports and recreational
activities to stimulate them
and keep them away from
trouble

University graduates

e Received higher-level
education

White-collar jobs
Self-employment
opportunities

O Entrepreneurship
programmes and business
incubators

0 Assess to finance

O Professional support
networks

O Employment in
agribusiness

O Incentives to avoid brain-
drain
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High degree of formal education

University graduates

School graduatesin a
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Graphic 4a. Schematic overview of youth target group profiles according to level of vulnerability

and degree of formal education

5. Menu of interventions

21.

The following sections present a range of different types of possible interventions in
youth development that might be interesting for IFAD.

Capacity building and networks

22.

23.

24,

Youth groups. Evidence shows that youth are more likely to succeed, the better
educated they are and if they are organized in groups. Groups may offer more
labour, peer-to-peer learning and knowhow. Risks are spread over the individuals
of the group. However, observations from SADP show that young people (in this
case mostly those who were relatively well-off) often prefer to engage in business
alone or with their family as the perception for young people is that group-based
business is less profitable.

Youth forum. Such a platform can be useful to promote youth agribusiness.
Young agroentrepreneurs can meet and exchange ideas. The forum could also
promote youth engagement in policy dialogue with governmental and other
institutions. Such platforms already exist in Lesotho. These are listed in the
institutions section.

Youth-sensitive farmer organizations and cooperatives. The social capital of
young people can be enhanced by ensuring that they are members of farmer
organisations and cooperatives and that these are responsive to their needs and
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25.

26.

27.

inclusive of their ideas. Cooperatives can promote mentorship programmes for
youth who are already in business.

Extension approaches. Young farmers should be a main target group for
extension services, especially in remote rural areas. There are various extension
approaches to enhance farmers’ knowledge and skills, and to advise them on
farming matters. Examples include:

Farmer-to-farmer teaching. Peer-to-peer education is effective, because local
farmers know best what challenges their peers are facing. The NGO Growing
Nations works together with farmer champions and employs them to travel around
the country to train other farmers.

Farmer-field-schools. A group of farmers meet regularly for an extended period of
time to learn about good agricultural practices. They are accompanied by a trained
facilitator. In many cases the group has a joint business or also form a savings
group. World Vision is currently applying this approach in Lesotho. Often a training-
of-trainers approach is used to create a pool of qualified staff to reach out to
farmers.

Participatory Integrated Climate Services for Agriculture (PICSA). This is a
participatory extension approach to create awareness on climate risks in farming
and promote better planning. This approach is currently rolled out under WAMPP.

Vocational training. Acquiring practical employment-ready skills could address
the mismatch between available skills and labour market needs. Examples include
carpentry, tailoring, computer skills, building and concrete work, motor mechanics,
welding, hairdressing, art and crafts, driving, leather and bead work. Financial
skills and business management skills are also important.

Youth centres. The basic idea of such centres is to provide space for youth to
meet and learn. Keeping youth engaged makes them less likely to fall deeper into
the poverty trap and may prevent early pregnancies and HIV infection. At the same
time the youth can learn useful things that school does/did not teach them. These
multi-purpose buildings could provide space for vocational training, offer training
on business skills, tourism or agriculture, and offer room for youth groups or sport
groups to meet. Offering free wifi could be one major incentive for youth to come
to the centre, as mobile internet can get costly. Youth centres could be linked to or
run by NGOs, churches or businesses. Ten youth centers have been established by
UN Volunteers in 2017 (and possibly by GIZ). It would be interesting to know how
well they are running.

Access to land

28.

29.

Dealing with land. Many youth have limited access to land and do not have the
funds to purchase it. Approaches to deal with this exist (see Box 5a) and include:

Focusing on off-farm activities that do not require land titles

Engaging in policy and with community leaders (with chiefs and councils) to give
priority to young people or to enterprises that employ young people

Encouraging families to grant land usage to young family members

Providing Incentives to community initiatives that involve youth to use and manage
land

Rehabilitation challenge. Land degradation is a major problem in Lesotho. Many
farmers abandon their fields. While this is severe for the environment and
livelihoods, it offers an opportunity for youth to attain land. Degraded fields and
sections of dongas can be handed over youth for rehabilitation and income
generation. Potential economic activities could have environmental benefits e.g.
fruit tree plantations (no soil disturbance and soil fixation) or growing fodder crops
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(covering soils and preventing soil erosion). One farmer in Tebellong is doing this
and is purchasing the heavily degraded fields around his plots.

Box 5a. Creating incentives to grant youth access to land in Senegal

Young people supported by the PAFA project in Senegal negotiate access to land with their families.
They were supported by youth groups, young agricultural extension officers and mixed-age farmers’
groups.

The project favoured farmers’ organizations that had youth and women as subproject holders
(porteurs de sous-projets). This meant that the organizations themselves had an interest in
convincing households to give young people access to land and allow them to be subproject
holders.

For commercial gardening, access to land (along with certified seed and fertilizer) was guaranteed
through assigning land to youth from the start. This was generally community land that was granted
to youth and women'’s groups by the village authorities to set up the commercial gardening
initiative. Hence, the organizations themselves had an interest in convincing households to give
young people access to land and allow them to be subproject holders.

Access to finance

30. Youth-sensitive financial products. The creation of a credit guarantee fund
allows small rural enterprises to access credit at lower rates. The enterprises could
be directly managed by young people or create wage labour for them. Credit
guarantee schemes are an attractive form of support for rural enterprise
development in developing countries where non-availability of finance has been a
serious constraint in developing the rural business sector. However, IFAD’s
experience indicates that solely publicly-funded schemes often fail and that
guarantee schemes should only be supported when the commercial banking system
is ready to participate. LNDC mentioned that they are currently developing credit
lines specifically for youth.

31. Digital financial solutions. Financial intermediation is growing rapidly in Lesotho
with the increase in credit extension, though still relatively low, though with
financial innovations in mobile money (MPESA and Eco-cash), a very positive
outlook is anticipated in the medium term (UNDP 2015).

32. Saving groups. The MPAT survey carried out in Lesotho indicates that most credit
is still sourced through friends and family. For those youth who are not ready to
engage in marketing activities, forming self-help groups with savings and credit
activities and providing financial literacy can be a valid option (see also youth In
Action approach (Box 5g). The advantage is that saving groups already exist in
Lesotho’s villages and can be supported.

Access to business development services

33. Business clusters. Horizontal cooperation and networking among farmer groups
and organizations is a widely recognized strategy for aggregating production and
achieving economies of scale. This form of networking — clustering — could provide
attractive benefits also to youth by concentrating services in particular areas and
supplying them to a close network. The concentration of youth with similar goals
and values in a geographical area and within localized productive systems will also
lower transaction costs and thereby foster improved efficiency of market
transactions and greater productive flexibility. The existence of a tight network of
relationships also creates a favourable background for collective action, with
positive impacts on innovation. The cluster approach recognizes that youth are
more likely to be innovative and successful when they interact with other actors in
the supply chain. By promoting vertical and horizontal links between youth
enterprises in specific geographical locations, as well as supporting relationships
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with facilitating organizations, clustering promotes the provision of “bundles” of
services and is likely to increase productivity

34. One example comes from the CBNRM project in Nigeria were an umbrella
association of diverse commodity groups, formed by two to three representatives
from each group within a benefiting community was created. This is a trend
already starting under SADP where different groups are forming platforms by
commodity to exchange information and should be further explored.

35. Business development services. Such services are a good way to support young
businesses. UNDP (2015) recommends to turn the youth that already have some
business management skills into entrepreneurs by providing necessary business
support services. Projects can strengthen the capacities of service providers to
tailor their services to young entrepreneurs and create links with youth groups.
Business development services can include:

Training in entrepreneurship and business development skills

Linking beneficiaries to financial institutions

Start-up grants for business

Development of marketing tools

Development of business systems (e.g. accounting software)

Provide awards for best start-ups (see Lesotho Start Up Awards as an example)

Box 5b. Lesotho Enterprise Assistance Program (LEAP)

The IDA-World Bank program supported over one hundred Basotho-owned micro, small, and medium
enterprises (MSMEs) as well as cooperatives. Assistance provided under the included grants for
technical capacity building to improve market readiness, development of marketing tools such as
websites and other branding and promotional material, and the development of business systems
such as point of sales systems and accounting software.

Source: World Bank

36. Youth Agribusiness Incubators. This model accompanies youth entrepreneurs
to establish their own businesses through a package of different services including
training, funding and mentorship. Most incubators have a principal focus on
talented and motivated university graduates. The approach aims to change the
mind-set of young entrepreneurs. Incubators support them strongly in the first
phases of their businesses and continue to provide mentoring plays later on.
Incubators provide entrepreneurs with practical experiential learning by involving
them in pilot enterprises. They provide shared facilities and equipment alongside
business development, market access, technology transfer and financial services
that are backstopped through mentorship and networking. In most cases a grant
scheme helps to kick-start businesses.

37. The value-chain logic permeates the entire model. Targeting based on commaodity
opportunities is more effective than geographic or poverty-based targeting.
Lessons from IFAD projects (see Box 5f) show that incubators should be focused on
a few commodities. This specific lesson learnt ties up well with the lessons
emerging from SADP, where efforts to create groups along many value chains
diluted the effectiveness of the project in creating sustainable enterprises.

38. Successful models have been developed by IITA (Box 5¢) and Save the Children
(Box 5g). BEDCO, a para-state entity in Lesotho, has recently launched a second
edition of their incubator programme (Box 5d).

39. Guidelines are available to help design agribusiness incubations (Owoeye et al.
2016, Woomer et al. 2015) that have successfully directed youth toward the
formation of winning agribusiness plans (Ohanwusi and Woomer 2018). An
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estimation of cost-benefits related to launching Agribusiness Incubation schemes
can be provided.

40. The African Development Bank has apparently developed an incubator strategy for
Lesotho and aims to build up a pool of consultants who can provide trainings. More
information has been requested.

Box 5c. IITA Youth Agripreneur initiative (IYA)

“The program was designed to guide underemployed university graduates towards careers in
market-oriented agriculture and agribusiness. The approach used was experiential, allowing clusters
of youth to explore options for income generation, and then develop business plans and enterprises
around the most promising ones. By 2017 the emerging Agripreneur Movement had expanded to 13
groups operating 36 learning-by-doing enterprises in six countries (DR Congo, Kenya, Nigeria,
Tanzania, Uganda, and Zambia). During this process, IYA developed several inventive agribusiness
models attractive to young aspiring business persons, capacities in youth advocacy and agribusiness
training; an array of effective communication, technical, and training tools targeting youth; and
expertise in resource mobilization and partnership management. Today, IYA offers a valuable
mechanism of providing leadership and services to youth across Africa, developing collaborative
programs that advance youth agribusiness skills, and increasing both agribusiness opportunities and
the creditworthiness of youth.”

Source: IITA
Read more: The IITA Agripreneur Approach

Box 5d. The business incubator programme of BEDCO

From 2014 to 2017, the Basotho Enterprises Development Corporation (BEDCO) based in Maseru
launched the first edition of their business incubator programme for university graduates. The
programme had in the phases:
1. Young entrepreneurs participated in a business plan competition. Around 40 business
proposals were accepted to benefit from the incubator.
2. The 40 potential businesses received training on how to improve their business plans. They
worked on their proposals and resubmitted them.
3. The top ten were selected to receive grant funding of around 2 M Maloti to implement their
proposals. They also received coaching and mentoring for up to 2 years.
In May 2019, 12 of the businesses were still active. Most of the businesses dealt with textiles and
art&craft. None were in the agricultural sector. Independent consultants provided the trainings and
mentoring. Due to the success BEDCO launched a second edition of their incubator programme at
the end of 2018.

Source: Pesha Shale, Executive Head Enterprise Development, BEDCO; cell: 58855000 or
62858000, Email: p.shale@bedco.org.ls

Box 5e. Student Enterprise Project (SEP) of the Lesotho Agricultural College (LAC)

In their last year, students can enroll in a Student Enterprise Project (SEP). This was an initiative of
the LAPIS (Lesotho Agricultural Production and Institutional Support) programme funded by USAID
in 1986 under which a revolving fund was set up. Students prepare a proposal for a small
agricultural project and can then borrow money for the project, and implement it under the
guidance of the lecturers. They have to repay the loan with some interest, and can take the profit
and the remaining resources back home. Last year, 50 students participated in SEP. The remaining
fund is 400,000 Maluti, leaving very little for each student. Constraints are:
e Students have difficulties to continue their business at home once graduated due to lack of
capital
e The size of revolving fund is not big enough, and available infrastructure on campus is
inadequate (i.e. no irrigation equipment, shadenets, polytunnels etc.)
There are several LAC graduates among the SADP grantees, and most are doing very well. SADP-II,
and especially the youth grant window, could establish linkages in the following ways:
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e Work with LAC to create awareness among the students graduating in year 3 and support
them to submit business proposals to SADP-II

e Involve young LAC graduates in the climate-smart-agriculture and nutrition activities

e Support the revolving fund at LAC, which is currently around 27,000 USD, and infrastructure
at LAC campus

Source: Eva Jordans meeting Lesotho Agricultural College

Box 5f. Youth incubator approach of the LIFE-ND project in Nigeria

The LIFE-ND project scaled up the incubator approach, drawing experience on the IITA model. The
model follows these phases:
1. Applicants from the target group are identified by business development service (BDS)
providers based on selection criteria;
2. Successful applicants become trainees and undergo a 10-day business planning and
management training;
3. Successful trainees are linked to willing incubators where they become apprentices. After
submitting a business plan, they undergo a practical orientation for one to two weeks;
4. Then, apprentices execute two production and sales cycles under the mentorship of the
incubator;
5. Following the two production cycles, the apprentices start their own enterprises and
are encouraged to agree with their incubator a number of cycles during which they will
market their output to the incubator as their off-taker;
6. Following this process new enterprises may themselves become incubators.
LIFE-ND builds on lessons from CBNRM in Nigeria, that piloted the incubator model. Commodity and
enterprise targeting are critical for good performance results. Unlike CBNRMP that supported an
unlimited number of commodities and their associated agri-enterprises, LIFE-ND emphasised the
top four state government priority commodities with consideration to their level of: (i) return on
investment; (ii) potential to create jobs for the beneficiaries; (iii) food and nutrition security; (iv)
capacity for import substitution; (v) industrial demand; and (vi) availability of private sector players
to drive production and offer reliable market outlet.
The main requirements used by the project to identify suitable incubators were:
ongoing operations in the specific value chains prioritized for the particular state;
clear linkage from the business operation to higher value and higher volume off-takers;
clear linkage from the business operation to reliable service and input suppliers;
physical premises for the business with a location in proximity to a reliable road;
annual sales revenue of at least US$ 15,000; and
willingness to mentor others.

41. Youth-sensitive value chain development. The IITA Youth Agripreneur
initiative (IYA) (see Box 5c for more information) has identified several promising
commodity-based business models best suited for young people (Owoeye et al.
2016). These models serve to rapidly integrate technical and business
opportunities within their agricultural value chains. Value chains could be supported
by establishing technology parks and strong business networking. These are
several agribusiness sub-sectors that are attractive to youth:

e Root crop production and processing: Potatoes are the most important starchy
roots in Lesotho. Youth may be provided direct access to improved varieties of
the major root and tuber crops from research institutions, as well as their
accompanying advanced vegetative propagation systems and improved
management innovations. This model also links strongly to opportunities for
small-scale mechanization.

e Vegetable horticulture: Lesotho has a high potential to produce high value crops
such as fruits, vegetables, and potatoes. This model is founded upon the growing
preference for quality fresh vegetables and the increased availability of the
improved varieties, equipment, and supplies needed to operate these enterprises.
Incubated horticulturists have identified which vegetables are in demand and
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perform best, how to rehabilitate and build inexpensive greenhouses and screen
houses, and systems for seedling production, irrigation, fertilization, pest
management, grading and post-harvest handling (World Bank 2018).

e Value-adding commodity handling and food processing: Food processing is
preferred by many youth who are less interested in farming and more attracted
to marketing and value addition. Commercial horticulture is a new industry in
Lesotho and has not yet realized its potential. Over 80 percent of fresh fruits and
vegetables are imported (based on interviews with supermarkets). Fruits and
vegetables in Lesotho are grown primarily by smallholders for subsistence
consumption; skills and productivity are low. About 300 fruit and vegetable
farmers produce mostly for the market (Bureau of Statistics 2016); but fewer
than 10 have regular contracts with supermarkets. There are no aggregators or
commercial packing and processing facilities; all inputs are imported. The most
significant challenges faced by the sector are lack of a functioning land market
(only 232 farmers have land titles) and irrigation, poor productivity of
smallholders, and weak linkages within the value chain.

e Provision of ICT-based services to smallholder farmers. Agriculture is also
becoming increasingly hi-tech. Technology is used to provide farmers with real-
time information on prices, connect them with traders, and provide weather
forecasts and extension services. A niche-market for jobs such as providing tech
support to older generations of smallholders can be explored. Investments in
broad digital skills and specialized programming skills can improve labor market
outcomes (particularly for youth), reduce skilled migration to South Africa, and
strengthen the competitiveness of the Lesotho economy.

e Fish farming and processing. Fish farming plays a very important role in the
development of the fisheries sector in Lesotho. It is in fact the most economically
viable fisheries development, with potential for further development (FAO 2008).
A significant development is the manufacture of more affordable feeds by youth
that lower production costs and increase profits, and adjusting their ingredients to
different agro-ecological conditions.

Combined approaches

42. Multi-pronged approaches. Interventions in youth development are seldom
single activities, but rather a combination of different types of interventions. They
aim is to empower young people to benefit from the opportunities created by the
projects. One example for combining various approaches is the Youth IN Action
approach developed and piloted by Save the Children in five countries (see Box

59).

Box 5g. 'Youth IN Action’ approach piloted by Save the Children

“Launched in 2012, Youth in Action (YiA) was a six-year program implemented by Save the Children
in partnership with the Mastercard Foundation. The goal of YiA was to improve the socioeconomic
status of 40,000 out-of-school male and female youth (12-18 years) in rural Burkina Faso, Egypt,
Ethiopia, Malawi, and Uganda. The YiA program aimed to strengthen foundational work readiness
skills, then develop business and management capabilities, and create space to apply learned skills,
all while supported by family and community. This combination, as illustrated in Figure A, was
hypothesized to lead to improved socioeconomic outcomes for youth. For the majority of program
participants, this model led to opportunities grounded in agricultural value chains or agri-business”

Source: Save the Children
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Pathways to prosperity
Range of components of livelihood programs

Ongoing Marke! Driven Skl Dewstoperen
(Apprenticeshp, Vocationol Sells Troining, Gov't ki Traseinyg

Farmby Strt Up Contr butions & Sugpont

Graphic 5a. Save the Children’s range of components of livelihood programmes for youth

(source)

Policy engagement

43. Many barriers to youth development are policy-related. IFAD-funded projects
should analyse potential barriers and advocate for changes to further strengthen
the enabling environment. A 2006 paper by the Ministry of Gender & Youth, Sport
& Recreation describes Lesotho’s original youth policy. Its objectives focus on
environment, poverty reduction, employment, education & training, health &
welfare, arts & sports, human rights, social integration, culture & values and youth
participation. A “supportive national youth policy” will be created, as described on
the UNDP Lesotho country page. However this seems to have not been developed
yet.

6. Finding and reaching out to youth

44, Here are some ways how IFAD projects can identify and reach out to vulnerable
youth:

e Social media. Youth use social media a lot and use it to access information.
Facebook and WhatsApp are widely used in Lesotho. Most networks have their
own Facebook groups (e.g. Young Lesotho Farmers Association - see link)

o Distribution of brochures, flyers and market information leaflets

e Radio discussions

o Educational facilities such as schools and universities (see list of institutions in
database)

¢ NGOs, churches and networks often support and host youth groups at
community level.
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o Data sets: Facebook has recently published high-resolution population datasets
for Africa, including youth (ages 15-24). They have been uploaded on IFAD

GeoNode:

o (Facebook) Number of Youth Ages 15-24 per Grid Cell (30 Meters) in 2018
In Lesotho (view data)
o (Facebook) Total Number of Youth (15-24 years) by District in Lesotho
2018 (view data)

7. Institutions

45. The following table presents a list of institutions and their youth-related activities.
This list is not exhaustive.

Table 7a. Institutions and their youth-related activities

Institution

Description

Youth-related activities

Ministry of Gender
and Youth, Sports
and Recreation
(MGYSR)

Ministry responsible for social
inclusion of women and youth

Information to be obtained

Ministry of Education
and Training (MOET)

Ministry responsible for primary,
secondary and tertiary education

Information to be obtained

Lesotho National
Development
Corporation (LNDC)

Parastatal entity supporting the
mandate of the Ministry of Trade
and Industry

Own buildings and most business
parks worth two billion Moluti

Shareholder of several companies
(e.g. Avani, Maluti Mountain
Brewery, Lesotho Flour Mills)

New strategy aims 80% of new
investments to be directed towards
agriculture

Planning to promote and co-finance
processing facilities (outgrower
models) for poultry, piggery, dairy,
fruit and vegetables and
aquaculture (Financing: 40% LNDC,
30% foreign investor and 30% local
investor)

Designing business parks in a
way that young businesses can
expand if they need more space

Developing credit lines that are
also attractive for young
entrepreneurs

Outgrower models for poultry,
piggery, dairy, fruit and
vegetables and aquaculture offer
employment opportunities for
youth

Young farmers/companies (from
SADP I + II) could benefit from
contract farming to supply
outgrower models

Basotho
Entrepreneurship
Development
Corporation
(BEDCO)

Parastatal entity under the Ministry
of Small Business Development, Co-
operatives and Marketing to
promote micro, small and medium
enterprises

Have launched the second edition
of their business incubator
programme that includes
business plan development,
training, mentoring and financial
support (see Box 5d)

Lesotho Agricultural
College (LAC)

Educational facility on agriculture
with around 560 students enrolled

Three year programmes for 6
diplomas: Agriculture, Agricultural
Education, Forestry and Resource
Management, Home Economics,
Home Economics Education,

Agriculture training of youth,
mainly aged 17 and 18

Student Enterprise Project (SEP)
(see Box 5e that also describes
support opportunities)
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Institution

Description

Youth-related activities

Agricultural Engineering, Land and
Water Management

Many students are sponsored by the
government

Lesotho Youth
Federation

Faith-based youth network

Information to be obtained

Lesotho Council of
NGOs (LCN)

Umbrella organization for NGOs
established in 1990 with an
objective to provide supportive
services to the NGO Community

Information to be obtained

National Youth
Council

Information to be obtained

Information to be obtained - most
likely not active anymore

Entrepreneurship
Network

See Facebook page

Information to be obtained

Private Sector
Foundation of
Lesotho (PSFL)

Umbrella body for the private sector
in Lesotho launched in 2009 aiming
to create employment and promote
strategic sectors of the economy
such as tourism, agro-industry and
mining

Information to be obtained

Lesotho Chamber of
Commerce and
Industry (LCCI)

Information to be obtained

Information to be obtained

Youth
Entrepreneurship
Development Agency
- YEDA Lesotho

Lesotho based non-governmental
entrepreneurship development
organisation

No information obtained - most
likely not active anymore

World Vision International NGO having various Farmer Field Schools
livelihood programmes in Lesotho Saving groups
Kick4Life F.C. Football club dedicated to social Training

change and transforming the lives
of vulnerable young people in
Lesotho as a charity and a social
enterprise

Entrepreneurship project

(more information to be
obtained)

Growing Nations

NGO based in Maphutseng
promoting conservation agriculture

Resident Student Program at
Maphutseng since 2010 that
trains, equips and transforms 10-
12 young farmers aged between
18 & 30 for a period of 2 years

Action Lesotho

NGOs working in rural areas

Vocational training
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1.

COSOP preparation process

The COSOP preparation started with the conclusion of the Country Result Review
(CRR) and Country Strategic Note (CSN) that took place from August to October
2018. The COSOP 2019-2025 builds on these documents and preparatory studies
in themes such as youth, nutrition, remittances, and climate (see Appendix XIII).
Besides the analysis of relevant documents, the present COSOP was designed in
close consultations at national level with a wide range of stakeholders, such as (1)
government agencies involved in thematic areas such as MAFS, MFRSC, Ministry of
Small Business Development, Co-operatives and Marketing (MSBCM), MDP and MF;
(2) development agencies such as FAO, WFP, World Bank, GIZ, and others; and (3)
private and nongovernment organizations such as LENAFU, LNWMGA, LNDC, and
other international and local NGOs. The main objective of the adoption of
participatory approach was to ensure that the relevant public and non-public
stakeholders had the opportunity to provide their inputs and commitment, along
with the several steps of the COSOP design.

Figure 1 COSOP design timeline
2018 2019

Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
S CEED
development
and Gesc review [
and desk review

COSOP identification .
mission
COSOP validation .
mission

2. Consultation. With the support of the WAMPP Project Management Unit (PMU),

the IFAD team organized two in-country missions: the COSOP identification mission
(May 27-31) and the COSOP validation mission (July 6-9). The missions were
divided into two main activities: bilateral consultations with strategic stakeholders
and workshops. Within the bilateral meetings, the main objective was the
sensitization and collection of information for the preparation of the COSOP. The
list of stakeholders who met during the COSOP formulation is in Appendix XV. On
the other hand, the objective of the workshop was mainly the validation of the
COSOP content. The first part of the workshop was the presentation of the
strategic objectives and the preparatory studies’ findings, followed by the work
group dynamics to validate and expand the content of COSOP (see also Appendix
XVI). The COSOP was shared with the United Nations Country Team members for
comments.
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3. Document preparation. The COSOP writing started to draft the COSOP document
text for strategic objectives, lessons learned, IFAD’s comparative advantage, and
strategic context to have a zero draft before the COSOP identification mission. The
zero draft was developed from April to May. After the COSOP validation meeting,
the formulation team reviewed and aligned the document according to the inputs
received.

4. Formulation team. Philipp Baumgartner, CD ESA/SA Hub, directed the COSOP
formulation 2019-2029, assisted by the ESA/SA Hub team composed of Prof. Chris
Tapscott, Rural Development expert; Erika A. Valerio, Agricultural Economist; and
Christian Dietz, Programme specialist. From the IFAD headquarters are Shirley
Chinien, Lead Regional Economist, ESA; Oliver Mundy, Environment and Climate
specialist; Elena Pietschmann, Regional officer; Alessandro Neroni, Procurement
Consultant, and from the sub-regional office in Kenya, Zainab Semgalawe, PMI;
and Caroline Alupo, Regional Finance officer. The team greatly benefitted from
desk-reviews prepared by the ECG's Youth desk (Tom Anyonge, Francesca Borgia
and Rahul Antao) as well as PMI's Remittance team (Pedro De Vasconcelos, Mauro
Martini and Julia Marin-Morales). Robson Mutandi, CD ESA/SA Hub gave valuable
guidance.
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Partnering Partners/networks/ Partnership results and Justification for partnership | Monitoring and reporting
objectives platforms outcomes (to be completed for
CRR and CCR)
Engaging in FAO, FAO — well implemented FAO — analytical work and | LIMAP/GEF supervision
policy and WEP LIMAP project and implementation around reports.
influencing WB sustainable supervision Catchment Management
development modality for rangeland and implementation of o -~
agendas EC/GIZ established. LIMAP. muggﬂtzz::;?;exiacwglss
WEFP — Nutrition related WEFP — comparative and their performance —
activities retro-fit in active | advantage in nutrition either in projects or as
portfolio and link between | related work. CLPE reviewed.
nutrition and agriculture WB - strong political
roduction strengthened. i illi
producti 9 standing and v_wllmgness to | National strategy on
WB, FAO and others — partner on agricultural : :
Aaricult tor dial t s in Lesoth Agriculture established
griculture sector dialogue | sector aspects in Lesotho. | _Jc implementation
and strategic planning EC/GIZ - running large progress
established as recurrent | scale project on catchment | reviewed/adjusted as
event; Sector activities management that focuses | through national reviews
better monitored; Sector on multi-sectoral and discussions.
strategy better developed | coordination and
and adhered to by donors; | governance, under which
EC/GIZ — ICM governance | LIMAP and WAMPP play | Governance system on
mechanism strengthened | an important role. ICM strengthened and
and investments in cqordlr]atlon of relvant
catchments coordinated. ministries and donors
achieved.
Leveraging WB, International Co-financing | Funding in SADP 2 and Co-financing in projects
co-financing OFID leveraged in terms of LIMAP promised by both available.
project co-financing. donors.
Enabling FAO, FAO — Developed FAO tasked to lead on Sector strategic plan andp
coordinated WB Agriculture Investment national planning process. | progress reports.
country-led Plan.
processes WB - Facilitated with IFAD WB, with IFAD committed
and FAQ country level to closely align with FAO
Agriculture Sector on the planning and
strategic planning/reviews. | review.
Developing and WFP, WFP - FNG analysis and WFP expertise from the Project level interventions

brokering
knowledge and
innovation
(including SSTC)

UN-India SSTC Fund;

further nutrition
approaches brought to
Lesotho and the active
projects.

SSTC Fund — Funding
knowledge exchange on
cottage industry/wool and
mohair product-links to
high end markets.

region and beyond.

UN SSTC fund has
resources to provide
knowledge. Other IFAD
SSTC hubs might be
brought in, too.

informed by expertise from
WEFP at country and sub-
regional office.

Additional funds and
expertise source from
SSTC fund and hubs to
strengthen projects
effectiveness.

Strengthening
private sector

Africa Clean Energy

Sustainable partnership of
the company within project

Domestic producing
company with an

Progress reports and
supervision mission

engagement and increased up-take of innovative clean stove, reports from LIMAP.
the clean stoves+ mobile paired with solar panel and
phones. smart phone allowing a
combined intervention.
Enhancing WB National events, such as In 2019 WB led the Annual or bi-annual
visibility Agriculture Day. agriculture day, but asked | agriculture days take place
WEP Nutrition related IFAD and others to play a | and IFAD plays leading

campaigns with UN and
IFAD logos.

leading role in future
years.

WEFP has expertise and
ambition for large-scale
campaigns around
nutrition and potentially
gender, where IFAD and
its project might co-finance
and gain significant
visibility.

role, with WB.

Campaigns take place.
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South-South and Triangular Cooperation strategy

I.

1.

II.

III.

IvV.

Introduction

IFAD commits to SSTC as a way to leverage knowledge, resources and strengthen
agency. In this line, Lesotho is well placed to partner with a range of countries and
organisations that underwent transitions from Lower income country (LIC) to Lower
middle-income country (LMIC) recently.

Opportunities for rural development investment promotion and
technical exchanges

In terms of areas of potential interest for SSTC, the following were identified:

(i) Wool and Mohair sector up-grading: Lesotho is one of the leading producers of
Mohair, and ranks among the top ten producers of wool globally. Both
commodities are predominantly sold as raw product, while opportunities for
value addition exist.

(ii)  Climate smart agriculture: Small-scale agriculture production applying climate
smart technologies, such as CA, protected agriculture, and others are required
to adopt to changing climatic conditions.

(iii) Sector monitoring and planning: As other developing economies, investments
in agriculture are on the one hand side often going down, given increased
attention to non-agricultural sectors, yet - paradoxically - would require better
targeting and often higher volumes to address issues around processing, value
addition, storage (commercialisation), as well as better targeting, as a means
to overcome persistent poverty.

IFAD and the government of Lesotho are committed to work on various activities in
these three areas under the SSTC approach.

SSTC engagement rationale

The rationale for SSTC is to learn from other governments and non-governmental
bodies, be it the private sector, social enterprises or international organisations, how
to address challenges in the outlined areas and seize opportunities and learning.

Partnerships and initiatives

Through the WAMPP, IFAD is exploring options to partner with other IWTO testing
laboratories in either Uruguay, Argentina, or New Zealand to explore what are
appropriate technological and managerial specifications for a planned testing lab in
Lesotho. Support from the Brazilian SSTC-Hub is anticipated, and programming is
under way.

In collaboration with IFAD Partnership department, a proposal for the UN-SSTC fund
is being prepared to finance youth skill development in the artisanal production of
niche products from wool and mohair. The Ethical Fashion Initiative supported by
ITC has expressed interest to partner in this endeavour and a 24 month grant
proposal is being prepared under this COSOP.

The sector wide monitoring system in Rwanda, that was developed with the support
of the World Bank and is monitoring all active projects (donor and government
financed) in the agriculture sector is of big interest for the Lesotho context. The
newly developed MIS system under SADP II and the partnership with the world bank
pose a sound opportunity to learn from RWANDA and apply lessons and
technological /system features to the Lesotho context.
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10.

11.

Together with the FAO and under the co-financed project SADP II, the development
of an agricultural registry system, similar to the one in Zambia, is being financed.
Learning from neighbouring countries through institutional partnerships (FAO also
designed the Zambia one) will allow successful SSTC.

Climate smart agriculture practices, including range management will be scoped
globally. First indications suggest that lessons from across the board, the Easter
Cape province in South Africa, where an IFAD financed grant project identified
potential good practices, will allow some adaptations. Other lessons on range
management are introduced from Kyrgyzstan and Tajikistan.

Integrated catchment management and community mobilisation is at the heart of
the LIMAP and will draw on successful lessons from Lesotho, Rwanda and elsewhere.
Partnership opportunities are yet to be identified, but a strong emphasis will be
given to experimentation and learning, including the use of ICT and remote
monitoring of vegetation recovery.

Conclusion

As a small landlocked economy that recently transitioned from LIC to LMIC, Lesotho
has many opportunities for SSTC and learning from other countries and
organisations. The country is already actively reaching out and through loan
financed projects and grants, these efforts have been financed and will continue to
do so. Unfortunately, the high levels of debt will not allow the government to finance
SSTC activities at own expenses in a substantive manner. As outlined above, a
range of opportunities are pre-identified for the duration for the COSOP, and others
will surely emerge.
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Country at a glance

Country Profile Lesotho

Population, total (millions) 1.6 1.87 2.04 2.11
Population growth (annual %) 1.8 1 1.1 0.8
Surface area (sg. km) (thousands) 30.4 30.4 30.4 30.4
Population density (people per sq. km of land area) 52.8 61.6 67.2 69.4
Poverty headcount ratio at national poverty lines (% of population) %0 56.6 57.1
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of

. 61.3 59.7
population)
GNI, Atlas method (current US$) (billions) 0.93 1.19 2.61 2.9
GNI per capita, Atlas method (current US$) 580 630 1,280 1,380
GNI, PPP (current international $) (billions) 2.29 3.36 6 7.62
GNI per capita, PPP (current international $) 1,430 1,800 2,940 3,610
People
Income share held by lowest 20% o0 3 2.8 o0
Life expectancy at birth, total (years) 59 48 51 55
Fertility rate, total (births per woman) 4.9 4.1 3.3 3
Adolescent fertility rate (births per 1,000 women ages 15-19) 83 91 92 90
Contraceptive prevalence, any methods (% of women ages 15-49) 23 30 51
Births attended by skilled health staff (% of total) 61 48 62 o0
Mortality rate, under-5 (per 1,000 live births) 89 117 99 86
Prevalence of underweight, weight for age (% of children under 5) 13.8 15 13.5
Immunization, measles (% of children ages 12-23 months) 80 74 88 90
Primary completion rate, total (% of relevant age group) 59 63 74 79
School enroliment, primary (% gross) 109.5 116.8 110.4 104.8
School enroliment, secondary (% gross) 25 32 51 56
School enroliment, primary and secondary (gross), gender parity
; 1 1 1 1
index (GPI)
Prevalence of HIV, total (% of population ages 15-49) 1.5 21.9 22.2 23.8
Environment |
Forest area (sqg. km) (thousands) 0.4 0.4 0.4 0.5
Terrestrial and marine protected areas (% of total territorial area) . . . 0.3
Annual freshwater withdrawals, total (% of internal resources) 1 0.8 . .
Urban population growth (annual %) 5.7 3.6 3.1 2.3
Energy use (kg of oil equivalent per capita) . . 10
CO2 emissions (metric tons per capita) 0.92 0.99 1.12

Electric power consumption (kWh per capita)

GDP (current US$) (billions) 0.6 0.89 2.36 2.79
GDP growth (annual %) 6 3.9 6.1 1.5
Inflation, GDP deflator (annual %) 12 6.3 8.5 6
Agriculture, forestry, and fishing, value added (% of GDP) 12 8 5 6
Industry (including construction), value added (% of GDP) 21 35 30 32
Exports of goods and services (% of GDP) . . 40 42
Imports of goods and services (% of GDP) . . 102 82
Gross capital formation (% of GDP) i .. 29 28
Revenue, excluding grants (% of GDP) 34.5 29.4 39.1 33.8
Net lending (+) / net borrowing (-) (% of GDP) 10.7 -1 -2.9 -1.8
Time required to start a business (days) . 138 39 29
Domestic credit provided by financial sector (% of GDP) 30.6 3.1 -5.8 17.3
Tax revenue (% of GDP) 27.8 22.9 28.7 29.1
Military expenditure (% of GDP) 3.9 4 3 1.8
Mobile cellular subscriptions (per 100 people) 0 1.2 48.4 70.9
Individuals using the Internet (% of population) 0 0.2 3.9 29.8
High-technology exports (% of manufactured exports) . 0 1 0
Statistical Capacity score (Overall average) . . 66 72
Global links |
Merchandise trade (% of GDP) 123 116 135 126
Net barter terms of trade index (2000 = 100) 100 100 77 81
External debt stocks, total (DOD, current US$) (millions) 396 770 788 936
Total debt service (% of exports of goods, services and primary 4.2 7.5 21 3.6
income)

Net migration (thousands) -46 -40 -25 -20
Personal remittances, received (current US$) (millions) 999 478 610 430
Foreign direct investment, net inflows (BoP, current US$) (millions) 17 32 10 40

Net official development assistance received (current US$)

(millions)

Source: World Development Indicators database

Figures in blue refer to periods other than those specified.
Last Updated:10/08/2019

139.1 37.2 256.1 146.8
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Financial management issues summary

Y
JLUIFAD

Investing in rural people
FIDUCIARY SUMMARY OF COUNTRY PORTFOLIO
COUNTRY LESOTHO Integrated
TION hment management
(LIMAP)

COUNTRY and CURRENT PROJECT -Fiduciary KPIs:

Country Fiduciary

Inherent Risk Medium
Inelgible expenses
under SADP | (110
Pendong“ Obligations -
(relating to pre-financed As at the date of
amount from IFAD's this report there are
resources to cover for outstanding loan
s
: arrears of USD 41
S—— 465.00
Country Income Lower Middle
Classification Income Country
Country Contribution in USD 115,000
IFAD 11 Replenishments | fully paid up

Indicative IFAD 11
allocation:

PBAS - Programme's USD 16.9 million.

cycle coverage 5.0 milion was
already allocated to
SADP Il .

Disbursement - Profile

Counterpart Funding - .

Profile Satisfactory

IFAD lending terms for

IFAD 11 Blend

) ! Highly
Previous Lending terms Concessional

Transparency International and PEFA

Transparency International (T1) has ranked Lesotho 78" out of 180
countries. This Implies that the country Is of a medium risk combined
with PEFA assessment report of 2017, Lesotho most relevant PFM
performance Indicators and their assessment Indicates that fiscal
discipline (aggreqate and at the component level) is undermined by
weak budget credibility, compliance, accounting and reporting of mator
concerned Include: control of spending are deficient and reporting on
budget outturns Is late. Timely accounting and reporting Is not working
well and both In-year as well as annual financial statements are late and
with unsure quality. The Auditor General has for several years qglven
qualified opinion on annual financial statements.

Public access to fiscal Information Is very limited; information on
contracts awards and resolution of procurement complaints are not
publicised. Annual financial statement ( both audited unaudited)
experience significant delays In publishing. The general Internal control
framework Is weak. This phenomenon permeated Into the programmes
Iimplementation of the previous COSOP. This situation however was
mitigated by the programmes implementation missions on one hand and
the office of the Auditor general on the other which had maintained its
objectivity In the conducts of its audits. Challenges were pointed out by
both the missions and the Auditor General despite capacity constraints
they were contalned to manageable level. Going forward, IFAD would
endeavour to bulld on the progress made In the past and current
programmes to strengthen capacity of the proposed programme staff
and boost financial control capabilities of the programmes and MAFS In
terms of training.

Debt sustainability

Lesotho has run Into fiscal difficulties leading to emergence of
government payment arrears. This has been occasioned by government
consumption on capital intensive projects over the past decade. The
situation Is further aggravated by low revenues from SACU which has
fallen below historical averages. The IMF country report of May 2019
has consequently revised external debt distress from “low" In the 2017
Article IV to "moderate” reflecting weak GDP growth projection.

In 2018 Lesotho's economy showed signs of recovery by posting a 1.9

percent growth compared to 0.4 percent in 2017. This Is as a result of

improved performance In mining, manufacturing, and financial services.

A Projected growth of 2.6 per cent In 2019 through the medium term Is

expected driven by strong activity In construction. For this to be possible

the government has proposed to:

(a) Contain the iImpact of the volatility of SACU revenues by designing a
fraction of annual SACU flow that Is consistent with permanent
revenues and set up a fund form which annual shortfalls In SACU
revenues can be augmented.

(b) Containing government spending by reducing workforce and other
benefits.

The Government view.

According to IMF the Government has concurred with the debt
sustainability analysis rating. It has agreed with the need to better
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monitor domestic contingent liabilities in order to have a comprehensive
view of the debt. The authorities highlighted the need of prudent debt
management must continue In the medium term In particular by
pursuing financing with a significant grant element and that stronger
capacity In cash management unit would support the forecasting of
financial needs. Finally, the government noted that work has begun on
developing a debt policy framework that will guide new decisions on
guarantees contingent liabllities and external financing with focus on
grants and/or concessional borrowing.

During 2019, Lesotho transitioned to the status of country eligible to blend lending
terms at IFAD. Therefore, the country would be eligible to the phasing out-in
mechanism during IFAD 11 cycle.

KEY FIDUCIARY OBSERVATIONS:
PROJECT INFORMATION NOTE - Fiduciary KPIs:
Fiduciary Project nsk High
Duration: 7 years
Financing Sources. USD millions
IFAD - PBAS 11 12011.0 27.0%
OFID 4.0 26.8%
FAO 10.0 9.7%
EUGIZ 5.0 24.3%
Gol 12.2%
Proposed size: USDaT.T M

Based on the current portfolio performance and Issues within the protect information note , the risk Is foreseen as high
qiven the apparent risks In the areas of weak management and administration, limited capacity and ownership within

Implementing ministries, delays In the start-up of programs that has a knock -on effect on spending pattern and capacity|
constraints (In terms of personnel) both nationally and district wise. An In-depth analysis and reviews at design will be able{
to Inform better on the foreseen risk and mitigation measures that will be adopted.

The protect Information note, Identifies the project as a GEF funded protect with IFAD foreseen as the GEF Agency that
will also co-finance the protect. The country transitioned to Blend terms In 2019 and so the loan from IFAD will be
provided on the Blend terms. Glven that the project will only be approved In 2020, the country will benefit from the
phasing out-In concessional terms In 2020 at the ratio of 50:50 blend to highly concession.

Based on the current Agency working modalities with IFAD, the design will follow IFAD procedures while capturing the
key aspects to funding requirements of GEF. There are substantial indications of counterpart funding which will be
followed through during the design and mechanisms of recognition, capturing and reporting will be well laid up In the
project implementation manual.

Existing Portfolio:

COUNTRY Lesotho
-and Financing FLX Lending Terms Eunncy Amount _ [completion
instrument Status (million) date
) _ = —
200000085500 DSBL | ECD GRANTS USD 3.33 | 301032021
SADP G1-DSF-8088- DSBL | DSF HC GRANTS XOR 3.15 | 30/032020
T-850- DSBL | HIGHLY CONCESSIONAL XOR 315 | 30/032020 |
TERMS 0.75 pe
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200000087400 DSBL LOAN ADMINISTRATION ONLY | USD 12.00 | 29/00/2019
WAMPP 200000081700 DSBL | ASAP GRANTS XOR 361 | 200062022
200000081800 DSBL | DSF HC GRANTS XOR 3.83 | 2910612022
200000081900 DSBL | HIGHLY CONCESSIONAL XDR 3.83 | 200612022
TERMS 0.75 pc

(1) APPR - SIGN - ENTF - DISB - EXPD - SPND

Project | Financing Cum. | Amount | Risk PSR quaiity of | PSR audit | PSR disb. rate Disb'd
instrument (million) | Risk FM
200000085500 | USD 333 _ _ » 23%

SADP  I'GiDoF8088 XOR 3.15 | Medum m&bw Safistaciory | Mod. salisfaclory T35S
T1-850- XOR 315 0%
200000087400 | USD 20| Wod. Wiod. Mod_ unsatistactory | 8 %

WAmpp | 200000081700 | Wf_z 761| Heh unsaisfactory | satisfactory %
200000081800 | XOR 35 2%
200000081900 | XDR 383 42 %

There are currently two ongoing projects within the portfolio and In terms of the quality of financial management, these are]
rated as medium risk for the SADP I and high risk for the wool and Mohair promotion project (WAMMP).

ISADP I protect Is scheduled to close in July 2020. It recelved additional financing of USD 10 million from the world Bank and
|2 further received 4.33 million from the Adaption fund through IFAD. The protect Is managed by the world Bank and over
khe period the financial management has steadily Improved although Ineligible expenses were noted In the recent audit
report. These specifically related the grants to reciplents. The Grant from the Adaption Fund has been slow disbursing.

WAMMP Is rated moderately unsatisfactory. Although the protect was approved In 2014, It only started disbursement In
2016 after meeting the conditions precedent to withdrawal. The protect has been recelving implementation support In some]
of the weak areas noted during missions In December 2018, It had Implemented a number of recommendations on the
problem areas. Once all the recommendations are fully implemented the overall financial management risk Is expected to
jmprove to medium.

Prepared by: Caroline Alupo : Senlor Reglonal Finance Officer
Date: 30 September 2019
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Technical background studies

Private Sector?!

Geographic distribution: The  Figure 1 MSME distribution in Lesotho
majority of micro, small and
medium-sized enterprises
(MSMEs) in Lesotho is
concentrated in Maseru (49%),
followed by Berea (11%) and
Leribe (10%) (see fig. 1).
Those districts are also among

the most populated and —
urbanized ones in Lesotho

(FAO 2017; LBoS 2016). S
Although the general

urban/rural distribution of

MSMEs is balanced (51%/49%) ]

there is a difference in
sophistication levels of
enterprises between the two
areas. While the majority of
most sophisticated MSMEs is
located in urban zones (57%),
55%% of the least
sophisticated MSMEs are in
rural areas.

Distribution of businesses
by district

whners in Lesolo accour

Type of MSMEs and employment: The MSME sector comprises 76.068 MSME owners
and employs around 118.130 people (including individual entrepreneurs) which make up
about 9.5% of the working age population (age 15-64) (PHC 2016)._Only 0.3 % of
MSMEs are medium-sized and employ between 21-50 people. Around 3% of enterprises
are categorized as small (6-20 employees). The by far largest share (97%) of businesses
in the MSME sector are considered micro enterprises with 1-5 employees. Taking a closer
look at the employment structure of the enterprises reveals that the majority of MSMEs
do not have any employees (83%) while the remaining 17%?2 employ around 55.000
people. Thus, 46.5% of total employment generated by MSMEs (118.130 employers and
employees).

Business sectors: In terms of business sectors, the focus is on wholesale and retail
(30%) as well as agriculture, forestry and fishing (22%). 81% of the MSMEs are
considered to be retailers and the remaining 19% provide services. Striking is that only
38% of all retailers add value before selling their products. In the wholesale and retail
sector the number is even lower at 22%. MSMEs in the agriculture, forestry and fishing
sector focus on rearing livestock (53%), solely 15% of the enterprises grow crops.
Across all MSME sophistication levels the majority of enterprises has suppliers outside of
Lesotho. The higher the sophistication level, the higher the share of enterprises that
export.

" Based on FinScope 2016
2 Comprising enterprises with 1+ employees, excluding the owner
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Legal structure: The formal MSME sector makes up solely 18% of all enterprises while
the large majority of enterprises (82%) are considered to be informal. According to the
survey, 61% of MSME owners do not register their enterprises due to lack of money or
considering their business as too small. The bureaucratic procedures are either unknown
or seen as too complicated and costly while the perceived benefits of registering the
enterprise are marginal. Nearly half of the business owners see the advantage mostly in
complying with the law (49%). A large part does not know the benefits of registering
(24%) and only a few see it as a possibility to access finance (7%) or government
tenders (3%). In general, owners with successful businesses are more likely to be
registered.

Constraints and opportunities: Business owners typically use a combination of
financial products and services to meet their financial needs. In general, 65% of
enterprises consider themselves as financially included®. MSMEs in the service sector are
more likely to be banked (51%) than retailers (38%). Again, a difference between urban
and rural areas is visible. The level of exclusion from financial access (rural 39%/ urban
32%) and the share of informally served MSMEs (rural 22%/urban 18%) is higher in
rural than in urban areas. Further, enterprises in the urban area are more likely to have
a bank account than those in the rural zones (rural 36%/ urban 46%)

Striking is the level of access to finance by district (see fig. 2). Although Maseru, Berea
and Leribe are among the most densely populated and urbanized districts (PHC 2016;
FAO Land Cover Atlas 2017) only Maseru is ranked in the Top 3 regarding its level of
banked MSMEs.

Figure 2 Level of financial inclusion by district

48 i 12 34

45 e 20 3l Maseru

2

~
-
'
-

0 1 28 40™ Thaba-Tseka

3 Comprising formally and informally served MSMEs. Formal services in that matter are classified as products or services
regulated or supervised by a formal institution or any other formal regulator/agency. Informal services are driven by
private savings.
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A cross-country comparison
between Malawi, Zimbabwe,
Mozambique and South Africa
reveals that MSMEs could be
a potential source of
comparative advantage for
Lesotho (see fig. 3). Although
Lesotho ranks only 4t in
terms of absolute numbers of
MSMEs, local enterprises
demonstrate the highest rate
of registered businesses
(18%) and greatest ratio of
employees to MSMEs
compared to neighboring
countries*, Additionally,
enterprises in Lesotho
indicate the lowest level of
financial exclusion across the
region (35%) and
simultaneously exhibit the
second highest rate of banked
MSMEs (41%) making the
sector more accessible to
financial interventions. Only

EB 2019/128/R.18/Rev.1

Figure 3 Cross-country levels of financial inclusion
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South Africa outranks Lesotho in that matter with 47% of MSMEs having a bank account.
Still, MSMEs in Lesotho are usually better financially included due to higher levels of
informally served enterprises (Lesotho 20%/South Africa 7%) and a smaller share of
MSMEs with no access to finance (Lesotho 35%/ South Africa 42%). Thus, Basotho
MSMEs experience relatively fewer financial obstacles to business growth in regional

comparison.

The majority of business owners claimed that access to finance is the main obstacle in
starting and growing a business. Yet, 44% of surveyed enterprises indicated that they do
not need to borrow money. This contradiction may be explained with a look at savings
and business performance. 19% of MSMEs stated that they are afraid of borrowing due
to low business performance. Since 49% described their business as struggling and 7%
were at risk of failing, this becomes a major disincentive to take out a loan. Therefore,
MSMEs in Lesotho apparently tend to be risk-averse regarding taking out a loan due to
low income and unsecure business performance. MSMEs rather use savings to expand
their business. However, 73% of MSMEs indicated that their business is not making
enough to accumulate capital which then becomes a major impediment to enterprise

growth.

4 Comparing the ratio of number of employees (excluding the owners) per number of MSMEs:
Lesotho (1.39); Zimbabwe (1.04); Malawi (1.0); South Africa (1.0)
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Remittances & Migration

Migration
In Lesotho, reliable data on migration is largely unavailable. Information on cross-border
inflows, is usually outdated and inconsistent, as surveys and censuses use different

definitions and approaches to migration.

Basotho abroad: There were 326,612 Basotho living abroad in 2017, 96% of them in
South Africa (an amount equal to 8% of South Africa’s total population). Basotho are
and the third nationality with most migrants living in South Africa, after Zimbabwe and
Mozambique. The rest of emigrants from Lesotho currently live in Mozambique (3%) and
Botswana (1%) (UN Populations Division 2017). The number of Basotho abroad has
increased exponentially during recent years- (6% increase in 2015, 34% since 2010 and
127% since 2005). Data from the Lesotho Bureau of Statistics differs from UNDESA
figures (LBoS 2013)>.

Migration Profiles: Migration is predominantly non-permanent, usually limited to less
than a year stay (LBoS 2013). Migration is fundamentally driven by young people,
starting at the age of 25, particularly in the case of mine and farm workers. Professionals
tend to migrate later, generally at 30 or 40 years. Even if migration has been considered
for over a century a livelihood strategy, especially in the rural areas, and tertiary-
educated people represent a small percentage of the total migrants (4.3%), skilled
migration is one of the recent trends of migration for Basotho people.

Trends: recent migrations trends vary from the former majority of men working in the
gold mines across the border, to include a growing number of skilled migrants who found
job opportunities in South Africa and an increase feminization of the emigration, mostly
young women employed as domestic work in South Africa.

Table 1 Overview remittances and migration in Lesotho

Inflows

Remittances

(US$ million, 2018

As percentage of

Growth 2016-

est.) GDP (%) 2018 (%)
438 15,4 +27
Emigrants As percentage of Growth
Migration (thogsands 2017) total population 2015-2017
! (%) (%)
312 14,8 +6
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Remittance Market

Flows: Basotho migrants sent
home US$ 438 million in 2018, an
amount that surpasses the
country’s ODA (US$ 146.7 million
in 2017) as well as the FDI (US$
39,5 million in 2018). While
remittance inflows in relation with
GDP have experience a decrease
in recent years (in 2006 they
accounted for 44% of GDP versus
15,4% in 2018), total inflows
simply show unsteady fluctuations,
most likely linked to the reduction
of employment opportunities in
the mining sector in South Africa.
While almost 65,000 Basotho were
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Figure 4 Remittances inflow Lesotho
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employed on South African mines in 2000, by 2015 that number had declined to only
27,948. Outbound remittances have heavily decreased after the out-migration of the
exiled South African population after the end of apartheid, turning Lesotho into a net

recipient of remittances.

Relevance: Among SADC
countries, Lesotho is the country
with the remittances to GDP ratio.
In 2015, remittance inflows made
up 16.05% of the country’s GDP,
followed by Zimbabwe (14%) and
Madagascar (4.39%) (WB 2019).
Being a country with high
unemployment rates (28.5% of
total population and 40,1% of
youth unemployment) and lower
wages in comparison with many
neighboring countries, remittances
remain crucial for a significant
amount of the population.

Cost: The average cost of sending
money from South Africa to other
SADC countries averaged 16,01%,
a figure that more than doubles
the global average cost of 6.84%
(WB 2019). For the South Africa-
Lesotho corridor in particular, the
average total cost of sending
US$200 was estimated at 16.24%.
Commercial banks are the most
expensive channel, ranging from
18% to 25%, while MTOs and
mobile money operators present
cheaper and faster products.

Figure 5 Remittances to GDO ratio in SADC, 2015

Remittances to GDP ratio in

SADC
Lesotho 16.05%
14.19%
Madagascar 4.39%
1.32%
Seychelles 1.28%
0.85%

Malawi 0.53%
0.45%
South Africa | 0.00%
0.00%
Botswana | 0.00%
0.08%
Congo, Dem. Rep. | 0.01%
0.01%
Angola | 0.01%

Figure 6 Remittances average cost of transaction

Remittance average cost, Q2 2019

Tanzania 12.9%
Zimbabwe 14.2%
Malawi 15.2%
Zambia 15.3%
Mozambique 15.7%
Lesotho 16.2%
Botswana 16.4%
Angola 18.9%
Swaziland 20.0%
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Actors: Even if the market regulation in Lesotho allows different type of actors to act as
remittance agents - commercial banks, postal services, money transfer operators
(MTOs), mobile operators, exchange bureaus and credit-only microfinance institutions- a
large portion of remittance is still received through informal channels, which are usually
unsafe and inefficient. According to FinMark Trust, 29.9% of adults only rely on
family/friends to send and receive money and 10% use only informal remittance
channels (e.g. via a cross-border minibus taxi driver).

All four commercial banks in the country are subsidiaries of South African banks, and
their country outreach is very limited (49 branches and 220 ATMs).

There are 3 international MTOs (Interchange Bureau de Change Lesotho, MoneyGram
and Mukuru), present in Lesotho, with a limited country outreach as well, especially in
rural areas.

Shoprite appeared as a new player in 2015 and has shown an outstanding uptake since
its launch. Shoprite is a cross-border MTO that allows Lesotho passport holders in South
Africa to send up to US$ 360 a day for a 2% of transfer value, making it one of the
cheapest cross border products in the world and, allowing Basotho people to save R80
million (US$ 5,6 million9) over a three year period (Finmark 2019a).

There are two mobile money providers Figure 7 Mobile money usage
(Telecom Lesotho (ETL)’s EcoCash and Mobile Money Usage
Vodacom M-Pesa) in Lesotho, sharing - f malot
(60/40 respectively) the mobile money
subscription base in the country. Since 500

mobile money was introduced in the country Domestc Transters =
in 2013, the use of mobile financial services “*
has multiplied, and by 2017, 67% of the 300

total population were registered mobile

money users. Of these registered -

customers, 41% and were considered active 4 - l ‘

users. In May 2019, the only state-owned Y - ;j}%ll I
EEEEEE

600

mu Customer Deposits

”
""\‘v'/

I
commercial bank, Lesotho Post Ban I ~ -
introduced their new mobile money transfer REIIIIIIIXIEY ¥ R K
service system. '

g

Outreach: Cash-in and cash-out access points are limited and concentrated in urban
areas. This is not only the case of bank branches, but also for mobile money operators
and MTOs (Western Union operates in 1 branch only, while Mukuru has 2 branches). The
Postal Services is the only remittances service provider that has a presence in remote
rural areas.

Regqulatory Framework: South African regulations are a potential barrier to cross
border mobile money transfers including SARB requirements for full FICA controls (full
KYC verification of sender and recipient and justification of the reason for the
transaction), forex controls and Balance of Payments (BoP) reporting. In addition,
noncitizens must demonstrate their immigration status.

Diaspora: There has been historically little evidence of the Basotho diaspora collectively
investing back home. There is currently no dedicated national agency tasked with the
engagement of diaspora members. However, there have been several recent attempts to
increase participation of the Diasporas in policy development/implementation, such as
the IOM project on “Enhancing Coordination and Strengthening Institutional Capacity to
Effectively Engage with Basotho Diaspora”. “Dual citizenship” finally became legal on
December 2018, an important milestone that will enable many Basotho who work in
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South Africa to move more easily. Portability of social security remains an issue for the
migrants and the diaspora who may wish to return to Lesotho upon retirement.

Main challenges

% High costs of sending remittances through formal channels
Low levels of financial literacy among the poorest households
Limited infrastructure and outreach to rural areas, where most of the
population lives
Limited cross-selling of other financial products to remittance recipients
Lack of guality data on migration and remittances

» Limited recent efforts to coordinate the Basotho Diaspora

>
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Opportunities for IFAD Intervention

v Promoting the use of mobile networks, internet-based tools and digital money
for sending and receiving remittances, reducing costs and saving time.

v/ Tailored financial education, at both at the sending side and at the receiving
end, to equip the migrants and their families back home to choose the best-
suited financial service and help them understand how to best manage their
funds.

v' Assess the potential to leverage private- and public-sector investment to
support rural entrepreneurship and employment through various channels
related to remittances and diaspora investment, such as crowdfunding
platforms or investment funds.

v Promote cross-selling strategies within banks, credit unions and MFIs to fully
intermediate remittances and transform these flows into long-term assets
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Rural Sector Performance Assessment

Policies and legal framework
for rural organizations (ROs)
and rural people

Rural governance,
transparency and public
administration

Natural Resources and
Environmental Policies and
Practices

Financial policy, access to
services & markets

Nutrition and gender equality

Monetary and exchange rate
policies

EB 2019/128/R.18/Rev.1

e | e o © g
sl =[5 ]| 2[s3 &
2128|5352
3 i 3 z E
Final RSPA 2018 39 38 3.5 39 39 33
1.1 Policies and framework for rural
development and rural poverty 4.4 35 2.6 3.5 4.3 3.8
alleviation
1.2 Legal frameworks for and
autonomy of rural people's 53 39 42 49 4.9 3.1
organizations
1.3 Representation and influence of
ROs and rural people 39 42 3.4 34 4.7 3.5
2.1 Quality and transparency of
allocation of resources for rural 26 35 4.1 32 3.0 1.9
development
2.2 Accountability, transparency and
corruption 51 25 42 53 45 1.9
3.1 Environmental assessment
policies and grievance 35 3.9 3.8 42 3.8 3.0
mechanisms
3.2 National climate change policies 3.7 3.9 4.0 4.4 3.6 3.4
3.3 Access to land 2.5 29 44 38 3.6 3.7
3.4 Access to water 36 4.7 43 39 3.5 3.4
4.1 Access to and use of rural
financial services 29 40 2.6 4.0 3.0 3.3
4.2 Investment Climate for Rural 25 39 2.2 36 2.7 3.3
Business ) : . ’ ) ’
4.3 Access to agricultural input and
produce markets 3.1 34 2.7 3.8 4.0 3.7
4.4 Access to extension services 42 42 38 3.8 32 39
5.1 Nutrition policy framework and
outcomes 3.1 39 3.5 3.1 3.7 4.2
5.2 Policy framework for gender 3.9 3.4 31 3.6 49 4.2
equality ) ) ' ) ) )
6.1 Monetary and exchange rate
policies 53 44 3.2 3.7 3.7 2.8
6.2 Fiscal POIICy and Taxation 4.9 4.0 4.0 4.1 4.1 3.3
6.3 Debt Policy 50 4.0 3.8 4.0 4.2 25
6.4 Trade Policy 46 4.1 3.3 45 4.6 3.0
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Overview of active grants

Purpose

Recipient

EB 2019/128/R.18/Rev.1

Approved
amount

(USs
million)

Grant
Window

Duration

Impacts at
landscape
levels

Farmers'
Organizations
for Africa,
Caribbean
and Pacific

Multi-country
climate risk
analysis

Lesotho
Smallholder
Agriculture
Development
Project
(LASAP)

Digitization

Capacity
building

Climate risk

Climate
Change

Supports the
establishment of a
land degradation
surveillance
framework for
Lesotho, which will be
used to develop
remote sensing
capacities in the
DRRM

Implemented by the
Lesotho National
Farmers Union, this
grant is intended to
increase the income
and improve the
livelihoods, and food
and nutrition security
of organized
smallholder farmers in
a number of target
areas.

the analysis assesses
the effects of climate
change on rain-fed
agricultural crops, and
the impact of this on
rural households and
on agri-value chains.

This GEF-financed
grant is intended to
increase the resilience
of small-scale
agriculture to climate
change impacts.

World
Agroforestry
Center

Lesotho
National
Farmers
Organization

University of
Cape Town

Government
of Lesotho

2.0 GLRG
42.5 [IFAD/ EU
0.49 ASAP2
4.33 GEF

May 17 -
Jun 21

2019 -
2023

2018-2019

Jan 17 -
Feb 21

83




Appendix XIV

EB 2019/128/R.18/Rev.1

List of stakeholders met during consultations

Institution

Name

Function

Ministry of Finance

Dr. Moeketsi Majoro

Minister

Ministry of Finance

Ts'olo Motena

Principal Secretary

Ministry of Dev. Planning

Tlohelang Aumane

Minister

Ministry of Dev. Planning

Ms Nthoateng Lebona

Principal Secretary

Ministry of Dev. Planning

Mahlape Ramoseme

Director Project
Planning

Ministry of Dev. Planning

Motai

Aid Coordination
Officer

Ministry of Agriculture and Food Security

Nchaka, Malefetsane

Principal Secretary

Ministry of Agriculture and Food Security

Mahala Molapo

Minister

Ministry of Agriculture and Food Security

Mathoriso M. Molumeli

Director of Planning

Ministry of Forestry, Range and Soil
Conservation

Ntahli Matete

Principal Secretary

Ministry of Small Business Development,
Cooperatives and Marketing

Lekhooe Makhate

Director (Marketing)

Lesotho Meteorological Services

Mathabo Mahahabisa

MEM Director

Lesotho Chamber of Commerce and Industry

Rethabile Mapena

Prog. Director

(LCCI)

RC Salvator Niyonzima Salvator Niyonzima
FAO Nthimo, Mokitiyane FAO acting country rep
WFP Mary Njoroge Country Director

WB Janet K. Entwistle CR for Lesotho

GIz Alexander Erich Project office Lesotho
LHDA Palesa Monongoaha Branch Manager
LNDC Mohato Seleke Chief Executive Officer
RSDA Mampho Thulo Managing Director
World Vision Nichola Ahadjie Country Director
LENAFU Mamolise Lawrence President

LNWMGA Mmamaria G

ACE Walker, Stephen General Manager
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Agenda of consultation and validation workshops

Workshop Date - May 31th

Time Item Person
09:15 - Welcome and opening remarks - Salvator Niyonzima
09:30 UN Resident Coordinator
- Malefetsane Nchaka, PS MAFS
09530 } IFAD’s engagement in Lesotho - Philipp Baumgartner, Country Programme
10:00 Manager, IFAD Oliver Mundy, IFAD
- Prof. Christopher Tapscott, IFAD
10:00 - Group work* All participants
11:15 - Natural resource management
-  Climate-proofing and commercialisation
of smallholder agriculture
- Upgrading of the wool and mohair value
chain
- New ideas
11:15 - Presentation and discussion of group work All participants
12:15
12:15 - Way forward and closing remarks Philipp Baumgartner, CPM, IFAD
12:30

Workshop Date - July 9th

Time Item Person
08:30 - Welcome and opening remarks - Nthoateng Lebona, PS MDP
09:00 !
- Sharagim Shams, OFID
- Mamolise Lawrence, LENAFU
09:00 - NSDP2 & rural sector issues Director Dev Planning NSDP
09:15
09:15 - Lesotho context and lessons learnt Christopher Tapscott, IFAD
09:30 How does the strategy fit in and what we
learn from the past
09:30 - Defining objectives and principles for the - Philipp Baumgartner, IFAD
10:10 way forward ) "
What are key elements of the strategy - Erika do Amaral Valerio, IFAD
- Janosch Klemm, WFP
-  Elena Pietschmann, IFAD
10:10- Group work and presentation* All participants
11:50 Discussing the relevance and way forward
11:50- COSOP Implementation - Philipp Baumgartner, IFAD
12:10 How will the strategy be implemented . '
- Christopher Tapscott, IFAD
12:10 - Plenary reactions All participants
12:25
12:25 - Closing remarks Malefetsane Nchaka, PS MAFS
12:30 (tbc)
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