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Continuation Sheet
 
Thaba Bosiu Rural Development PROP
 

Section IV.I Conditions of Approval cont'd 

Assistance Program and that waiver of AID regulations requiring such
 
exclusion serves the best interests of the United States.
 

The following waivers are requested for the dollars and local currency
 
costs indicated:
 

(a) A procurement source and origin waiver from Geographic Code
 
000 (U.S.) to Geographic Code 935 (Lesotho and South Africa):
 

(i) for equipment, commodities, and local services, at an
 
estimated value of $965,000 representing local cost procurement require­
ments to perform the conservation works under the project.
 

(ii) for equipment and commodities and construction services
 
at an estimated value of $170,000 for the construction of houses, office
 
space, and garage space.
 

(iii) for services valuing at approximately $145,0^0 to per­
forn major repairs of heavy equipment. 

(b) A waiver of AID Regulation 7 thus removing restrictions on
 
the employment of third country nationals on the construction contracts
 
financed by AID.
 

In addition, the following approvals are requested:
 

(a) Approval of the use of normal established Government of
 
Lesotho procedures for the competitive selection of construction firms
 
for building the houses and other structures financed by AID.
 

(b) Approval of the use of AID financed local currency (approx­
imately $450,000) to pay salaries of local citizens, who will staff 
the quasi-governmental agency empowered to manage the project. 

See Section VIII of PROP for discussion and justification.
 

Clearances: (for source/origin waiver and other approvals of
 

procurement procedures)
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935 countries up to a value of $',110,000. 

References: 
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(Continue on Reverse ifnecessary)
 

PART D
 

I certify that the waiver described above is approved by me pursuant to the cited provisions of the directive indicated above, and 
that I am authorized to take the action described above and in the attached documents by virtue of authority delegated to me by 
(specify the directive containing your delegation of authority) 
and I am distributing this certification as follows: Signtd original to the following official file (indicate by office symbol) 

, and signed copy to the "litoring officer catabove. 
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-/The term "waiver" as used throughout this form shall be interpreted to includ'/exceptions to AID Directives System. 
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of waivers are to be in accordance with the directive authorizing the waivers. 
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as specific GOL commitments in support of AID's inputs. 
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THABA BOSIU RIRAL DEVELOPMENT PROJECT
 

INTRODUCTION
 

This is a joint IBRD/AID project; planned together, designed in 
close collaboration, negotiated simultaneously with the Lesotho Govern­
ment (GOL), and fully integrated in its implementation. Nevertheless, 
its design permits AID to finance a separate, identifiable, complementary 
component of the project, with its own inputs and measurable outputs and 
verifiable objectives. It further enables AID to provide its inputs fc..c 
the most part through normal AID procedures. In those instances, under 
local costs financing, where modification of AID procedures is essential to 
the successful implementation of the project, waiving of certain procurement 
source and origin rules is provided for herein. 

This PROP covers AID's part of this joint project to assist the Govern­
ment of Lesotho s raral development program by increasing agricultural 
productivity and farmer in cme while reducing soil erosion in the Thaba 
Bosiu area near Maseru. The project is designed to increase crop and animal 
production in this 300,000 acre (60,000 acres semi-intensive farming) dry 
farming river catchment area. While increasing production represents the 
major economic justification of the project, such production cannot be 
increased or sustained without taking prompt and effective conservation 
measures to check the excessive rates of soil erosion now occuring. AID's 
inputs to the project are designed to address this problem and by helping to 
control erosion* will provide a suitable environment for increasing agri­
culture production and rural income. 

Being a jointly designed, integrated project with the IBRD having the 
major donor role, the basic document describing the project and being used 
for negotiations with the GOL is the IBRD/IDA project appraisal report
 
which contains the details of the various elements of the full p-oiect.

This PROP thus, for the most part, is an adaption of relevant sections 

of this report edited and supplemented to meet AID project approval needs.
 
(See Table of Contents for more specific references to sections of IBRD
 
project report).
 



Life of Project 
From VT to VY 
Total U.S. __,nj 

P OICM lia t o o f r r e gara t l on 

Project itle:_THABA BOSIU RURAL DEVELOPMENT PROJECT 

NAMAUTIVE SUAICARY 


Pr.tan or Sector Coals 

The Broad objective to which 


this project contributes. 


To assist and support the 

Government of Lesotho (COL)


1
priorities in evelopmcnt 

and iilementrion of 

National i'olicies of Agri-

cultural Developraent which focus 

on increasing rural income and 

th protecLion of laud and 
water reuou~rt.vi. 
 vat~ 

ProjectPumos. (AID portion only) 

An part. of undertaken 
by the IDA. 

1. To apply soil conservation 

mesurehand imlrove faro roads 

Vithin the Thaba Bosiu project area 

.andto dePinstratrato how such 
measures will imcrease crop produc, 
tl.qn and frmr ince. 

2. Concurrently dJolop COL
r.Conctrronlyad vonp C*0Ltructod 
Otdalniatiomal end rianpomercapability to Implomoni. aol. 
capabilto implmenrosoil4.
conservati n anti improved 

OBJECTIVELY VERIFItALF. INItAroIS 


f'eRAutr ' it- oP .cm Ach4evem.etn: 

Rural incomes and standards of
living are improved. 

2. COL Policies which provide 

means to manago cropland and 
trassla.d in a fashion con-
siated with Sour soil consor-

Vation practices are developed,

tested and Impleme.onted. 

remiurei.4. 

1.,tt I.. t.e
 
' urrnpmo 	 hat been aichieved: 


roeraefrort,atus
So Projmct 
, 1. 5000 or more *eres of the project
area will be operated in the into-
grated farming sysLem with ooll 

. erosion control and roper land use , 
"as the basic component. 

2. Effoctlvo conbervation practices
will be acceptod ovar the arableland in tia project aroa( 6 

0,000+acros) 

3. Rural accos roads will be con-and the GOL will have the 

eprietmaninhm.3.
exportise to msintnin them. 

In coord!nation with the linistryof Agricultmra, an effective soil 
useconservation oreanizat aid man-

powor capability will be duvolopod. 

For total project succoss the
following ivolicators are valid; 

1. The value of Increased fArm pro-
duct sales(tbans ,whnatt.msazo .sorhum, 

milk am other connoditsu)incroaso

to $1.514 ainually by the last year. 
of Le I.rj.J-ct(_mo o.mcL.mi VII A.
 
Er'Oimimumtm.I.-,tto|llLntoid
h j::Ll ril::m.hlol
 
of nut...,m IIDA cah i'ir 
 |:.kir.bm)
 
2. hlIiii..iii1 ro,, or imit, til 
im iIt. I.| m i t, i. i inim.m1I I .h" thimmymm,''iim if (,m,,1,,.,,. i 

r ,,. .,m Vii ii I.. t mi m~fimum .m..h.
 

MA4S OF VERIFICATI(O 
 TM1'ORTA-T ASSIPrTIO(S
 

Verification can be made 

A1stKidbythle ron 
 taret_:
 
lect.s rear, ctm 	 1IL1.n.o11t pill provide con­tinuity"ok~e Ar.riculture eec­
1. There is increased tor.
rural purchasinR POUr.
otabrlity 
 2. Political 

2. 1lsere are improved 	

vi1i
 
continue vithin the COL-and in
and expandd schools. its relation to its neirhbors.


health qrrvic04. market- 3. Tme GOlL wilI have resourcesIng. svr;tems, credit to increase its recurrent expen­services aid Information 
 dituro to the Agricultural

services. 
 sector.J. 	 t 0I[-are is a substan- s. eElor•sanOeTlhe tihechiefs and 
tial increase in Inter-
p.rated (crops witih live- the rural citizens mill beresponsive to recomended
stock) f•arming under 
 modifications of croppin-, and
 
sound t:0linIcai manape-
 grazing 	practices essential
meaL is)tie cash economy, 
 to effective and successful
 
. Soll conservation
 

practic.n .re offurrLve 
 conservaiion efforts.
 
amid rumICLm.imm in Lisa 
rate, of erosion can be 

mI 

Verifmenttnn In mixthle hxv 
 *A.iipcinn for act__I=.,an4 of: 	 purpose 
1. Direct bservatinn. 1. The rate of infiation2. Z.ational statistical will not Increase. (Tndata. project design allows for
3. Immernal project 3Z per year cccu-.ulative on

records. 
 project costa)

4. By 	use of the project 2. Dometlc and South Africae 	 narketnevluation and researchmaktwilbsrInesd will absorb increasedunit%. Productivity from the area
 

without 	appreciable change% in
price.•
 
South AfricaA r c i i n nitt. o th wtll not n 

its subsidy pattereso
as to Preciude tienroject
 
from realization of its more
 

profitable Potentials (beans.
uleat) •
 

4. Farmers economic product­
lon Incentives will renhin 
relatively unchcntied.
 
5. Poject Imilementation
 
and schedulea will he properly 
ohned and acconplshid on time 



&~5t~i~tSeObietvaly Verifiable Yy.JlcatorVr!!J2attn S. ni., ie hv 

to laand 1 itingutrlit e I. On the inteprated farming areas 
in accordance with aspprppr te and to a lessor derross In the entiretechnical ill w *lIconstrainsts such projectw farters boemploying %I contcaici. Yttnlstatistical sunP~rt for the protect.ntoiriv
 
as slope. Bol type, on schoulo as shown in IDA appraisal data. - •th
 
vo.eatative cover, livestock rnport annex 1lI appropriato .agronomio 2. Data from project c'all et area.
 
darage. and land use practices to reduce and .Vaticnq. 2.- i, cal chiefsaAnd
 
2. t.herewill be an - control soil oroslon. 3. D.1'a iro-&prnject tarmn-rs will %uppnrt the
 
expinsion of trainqd 2. Participants will be trained as research comnuneot. project and Acrept mini­
manpanior in conservation shown in the PROPand attachod IDA 4. Direct ohiervatton. M * Of
 
and rdlate,| fields, appraisal paper. Forty-thrn project 5. Apralal maJe by tradttional crn, and
 
3. Infor.ation dorvied staff an] 12,000 farmors will roceivo COL officiate, ,'roject husbandry practices
 
from aeronomle And soioc. in-service trainini. cpr"lttecs. etc. ssentdal *tosucessful
 
economic iesosi"h will be 3. Thero will be observable Improvements 6, Co,qultancy or AID/ erotion control.
 
used by the project to in pastures and' in the high mountain surveys or studies .Local chl. And
 
minimize or eliminate ranges allied with the project area. considered desirable. farmers will rennect and
 
both technical and The intergrated farming areas will be willnniy protect coner­
aocial eonstraints. adcpting consoladated farming systems vation works and cr-e
 
4. Sill erosion reduced employing ruqlrod fencing o livosto :k plantinq a% present
 
lvs h ld at manseable and appropriato crop rotation. 
 lgi.latlon nrovides.
levels, while Gullies If. Conservation works iill be protected ­
are stsblilizad And and maintained by the farmsrs as shown 4. As a result of improved land 
protected. in the IDA appraisal report annex III. ai project in­umanarmntothoer 
5. Woodlots will be 5. Forestry planting will be protected puts, rural Incom increases
 

established and protected, and mintaied by the lecalfareers as will be sufficient to coplnte
 
6. Conservation and rural shown in the IDA appraisal report , favorably with alturnuto 
access roads will be annex III. labor opportunities. 
construnted. 6. Rural road construction arill be 5. All components of this Project 
7. Livestock wil be carried out on schedule as shown in are interdepon~ont and will.be ­

managed In a manner con- the IDA appraisal report annex III. I aeomplisn e 
slsta t. .',h proper 7. Livestock will be managed by the 
soi cr , irv-tition owners and herdsman to roduce or avoid 
.. p4 1.. ceS damage to conservation works. 

- OS_bi t.vo!. e Vrifiatinn I i. , atbile "bv A p tieeOVerifiab1 Indicators 

. .U;.S. inputs $2,800,000 , "--. ,oao:. 


a) Tnchnical Srvices .
 

6- (gI8.ooo). Implementation targets, anountC 1. Ali)b,,d.et suppaort La .cruttuent and timely 

i. Senior Conservatio and time frane are pr ,vided in provided,. rrival of properly 
Planning Officer (6 years) Anex . 2. Dlirect obervation qualified and well moti­
2. Conservation Engineer 3. Project Inplenentation vaitcd specialists will be 

(6 years) *cheduicq are followed. acco'plfshed. 
3. Mochanical Supervisor . roject evaluations. 2. Lqutpatent to he 

(5 ycars) provided will arrive on 
schedule.
The above staff will provide, 

to carryout operations beyond 3. Qualified Counterparts 
the lire of this project. on the and participant candidate wf" 
job training to Gel personnel. be provided and available.
 

make 4. Other compoents of theIn addition, they will 
project will be implemented
available information and train 

on sclhcdule ebpecially con­
rtructlons of housing, office. 

b) Consultsncies $80,000 and machinery sheds. 
o 5. Traininp facilities will-

Technical specialists to be available for ftaf
 
assist implementation during training and for farmer.
 

the lifo of projoct)
 

(1oral CostA 41 .730.000 
Local Salaries - 1b9,OO
 
lIousl,,g - 170,000
 
Ojerations -1 ,067,000
 

_,Tj_,00_ 



Inputs (Cot' d) 

d) Commodities $300,000
 

Includes heavy equipment 
such as crawler tractors, 
scrapers, graders, etc. and 
small equipment such as 
surveying, soil analysis,
 
and field operations. Itemized
 
listing attach IDA loan paper
 
annex XVI.
 

a) Participants $132,000 
Participant training will be 
at African and United States 
colleges or Universities in
 
agronomy, range manageniont, 
agriculLural economics or general
 
agriculture.
 

I. 	 Project Relatod, U.S. Provided 
Tochnical SJarvices Inmets 
a. OPEX support to Ministry of 
Agriculture, cooperatives and 
marketing as follows:Project .. 
1. Chief of Divisbn (4 yrs) 
2. Sell Survey Specialist(

4 yrs)
 
b. OPEX support to the GOL 
:or contract research with 
UBL9 involving m 
1. Pasturo/ anageont:Project.­
rasearch worker. 
2. Rural Sociologist:Project.___
 
research workor.
 

fI.Proioct Assstaice From Other 
Donors 
a. IDA loan provided technical
 
services ard financing. (See 
attached IDA loan paper) 
b. UHTDP Assistance
 
1. Roads Engineer(will report
 
to Senior 5onservation Planning
. technician) 

2. Access to agronomio and
 
fertilizer research staff.
 
3. LanI Use Planner 
(Planning unit of the GOL) 
4. Access to other FAO/UNDP 
staff oniLeribe Project and 
others.
 
c. 	 Assistance from Anglo. 
American technical staff in
 

,Forestry. 



LESOV1O 

TI1ABA BOSIU RURAL DEVELOPMENT PROJECT 

SU MARY AND CONCLUSIONS
 

i. This report describes a project for provision of farm inputs,
 
mainly seed, fertilizer and cultivation services, to about 12,000 peasant 
farmers on 60,000 acres of presently poorly cultivated land; the credit to
 
acquire these inputs; marketing facilities; better roads; and vital soil
 
conservation.., It would improve production of maize, sorghum, wheat and
 
beans.
 

ii. Lesotho is a omall, recently independent African country, largely
 
mountainous, and entirely surrounded by the Republic of Sotith Africa, with
 
which its economic ties are naturally close. Many of its men work in the
 
mines, fields and factories of South Africa and their remittances contribute
 
substantially to the Lesotho economy.
 

iii. Government gives highest priority to agriculture, which provides
 
a livelihood for 85% of the people and accounts for 70% of GDP. Lesotho
 
farming is mainly for subsistence and only about one-third of farm produc­
tion, mostly animal products, is sold. Traditional land use and cultural
 
habits inhibit change. The immediate objective, therefore, is to control
 
erosion and improve crop production and rural living w.rithin the existing
 
social s*ystem, and thus move from subsistence to cash cropping for import
 
substitution and export. A loriger term objective is to transform land use
 
custom so that integrated farming, combining rotational cropping with improved 
livestock production, can be introduced. Unless these fundamental changes
 
in.land use are made and integrated farming is adopted, erosion control and
 
crop improvement would have little lasting value. 

iv. Production would be increased by timely provision of improved
 
inputs on creit, and technical agricultural guidance on their use. Farmer 
demand for inputs is expected to be keen; %ait acceptance of essential condi­
tions, especially proper cultivation and maintenance of soil conservation 
works, may not occur so readily. Effective institutions are at present lacking. 
A credit and marketing organization would need to be created for the project, 
and staff would need to be trained for almost all project activities. Initial 
production increase Is therefore likely to be slow. -­

v. Ral.nfjll, averaging about 600-700 mm in the project area, is un­
certain, varies greatly from year to year and nearly..all occurs in October-
March, with a January peak. Cultivation timing is therefore r.mst important. 
For this reason, and because of migration-of able-bodied males, ox power and
 
tractor power are used extensively and the project includes supply and more 
efficient use of these. 

Vi. Farmers in the project area grow mainly subsistence crops, using 
family labor for iceding and harvesting. From an average 5-acre holding, 
In place of subsistence with annual cash of about US$20-25, project farmers 



would have, In addition to more assurcd !subnistcnce,. about US$55-70 annual 
cash, with the prospect of integrated farminrg with annual net income 
exceeding US$150 from the same land. 

vii. The project would be administered by an autonot.ous Project Unit 
within Government, under the control of a policy-making Project Conr.ittee, 
comprIsing representativea of ministries and departments concerned. Involve­
nent of farming community leaders would be ensured through a Liaison 
Committee, comprising elected representatives of farmers and chiefs. The 
project wo,,ld be fundTJ. through the Government budget. USAID would finance 
soil conservation costs under a parallel grant; crop purchases would be
 
flnanccd by co..amercial banks.
 

viii. Project costs are estimated at US$9.8 H equivalent, of uhich about 
US$5.4 H (56%) would be the fcreign exchange component. IDA would contribute 
57Z of project costs (equivalent to 39% foreign exchange costs and 19Z 
local costs); LSAID 29%; Government about 6; commercial banks 5%; and 
farmers 3/. Tihe propoved IDA credit to Government could be US$5.6 H. 

ix. P-ocuremcnt of vehicles, farm tractors, equipment and fertilizer 
(US$0.9 ?) wanuld be by international competicive bidding, in accordance with 
Bank/IDA guidelines. Imports for the project ould be duty free...- Roads
 
(US$0.6 H) would be in small cections, and buildings (US$0.6 H) fea in number 
and widely scattered. They would be insufficient in value to attract
 
international competitive bidding and would be cubject to Government local
 
tender. Send and dairy cattle would be bought from nearby South Africa.
 
USAID would procure the soil conservation equipment it financed.
 

x. The project would produce an annual additional 4,600 tons of maize 
and 3,100 tons of sorghum, the basic Lesotho foodgrains, of which about ­
150,000 tons are consumed annually, of which about 25,000 tons are imported. 
It would also.prpduce 7,000 tons of wheat and 4,100 tons of beans, both for 
export. -It would thus help Lesotho achieve self-sufficiency in food and 
increase exporE carnings. The value of incremental annual project production 
would build up over six years to about US$1.5 H.
 

xi. Soil and climate severely limit the potential for Lesotho agri­
culture and project crops are not of high value. Since this would be the 
first project of its kind in Lesotho, project overheads and training are 
a high proportion of total costs; but replication could follow success and 
future projects of a similar or more advanced nature would have higher 
returns, not only because overheads would be spread over a larger operation 
but also because resu'ts. could be expected to improve as the project zoves 
into and extends integrated farming. The estimated annual rate of return 
to the economy of Lesotho is'11%, based on the most probable assumptions. 
A 10% rise or fall in prices or yields would result in estimated rates of 
return of 14% and 8% respectively. The rate of return on integrated 
farming would be within the range 15-20%, and.the ultimate goal is to 
extend it throughout Lesotho; but without the initial stimulus which the
 
project would give, integrated farming is unlikely to be widely accepted.
 



xii. Although adverse factors have been taken into account, the project 
would be subject to many uncertaintics that canobt bc ensily quantified. 
Success depends, for example, on overcomIng' resistance to change in a 
traditional society,, which would affect the willingness of farmers to accept 
new techniques, including enclosure and livestock limitation, and to maintain 
soil conservation works against insidious erosion. Farrmers in the project 
area show willingness to accept change and enthusiasm for the project, while 
Government offers fervent support and has publicized the project extensively. 
The chances of success are therefore considered good. The project is 
extremely important to Lesotho, which has* few alternatives for economic 
development. 

xiii. The aroject is suitble for an IDA credit of USS5.6 f eqiivalent,. 
subject to appronria te assurances. 
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LESOTHO 

THABA BOSIU RURAL )EVELOPMENT PROJECT 

I. INTRODUCTION
 

1.01 Lesotho's Five-Year Development Plan 1970/71-74/75 gives highest
 
priority to increased productivity of agriculture (on which the country is
 
heavily dependent), including soil conservation and control of livestock to
 
arrest long-recognized and persistent soil erosion. Objectives are to
 
transform traditional subsistence farming to cash cropping, for import
 
substitution and export, with emphasis on self-sufficiency in maize and
 
sorghum 1/; and in the longer term, to integrate rotational cropping with
 
improved livestock production, restore soil fertility, and achieve and min­
tain a still higher level of production.
 

1.02 Traditional land use and social custom stand in the way of this
 
longer-term objective. In the interim, Government seeks to improve crop
 
production and rural living without major changes in the social system.
 

1.03 Following the success of the IDA-financed Lilongwe Development
 
Project in ilawi, visited by Lesotho Government officials and farmers, and
 
with help from the Bank's Permanent ission in East Africa, rovernment pre­
pared a comprehensive project for rural development of about 300,000 acres
 
(ac) near aseru, the capital (see Map). Selected partly because replication
 
could follo: success, the project would be the first Bank Gcoup financed agri­
cultural project in Lesotho. USAID is keen to help LcOOLIho with its soil con­
servation problems and is willing to participate with grant fiuance.
 

1.64 This appraisal'report is based on the resulting "Novcnber 1971 credit 
application and the findings of a mission to Lesotho in 11arch 1972, conmprising 
Messrs. nelson, Myllyluoma and Schul (IDA); Henderson (consultant agriculturist) 
and Vilakazi (consultant sociologist). The mission was advised on soil con­
servation by Mr. S. Fuchs of a concurrent USAID mission to Lesotho and by 
Mr. R. Benhaui (Agricultural Development Service) from Lilongw:e. 

Ii. BACKGROUND 

A. General
 

2.01 Lesotho is a small (30,300 km 2), largely mountainous country, 
entirely surrounded by the Republic of South Africa. It has beenindependent 
since 1966. 

2.02 Population is around 1.1 14, growing at 2-2.5% per year. About half 
the men of working age earn their living on short-term contracts in South 
Africa, and their remittances (approximately US$13 M per year) are important 

./ Sorghum vulgarc: a coaruic grain, also known as iillet. 
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to the Lesotho economy. CNP totals about US$80 M and per capita average
 
annual income is about US$80. 

2.03 Lesotho's natural resources are agricultural land (much of it
 
badly eroded), natural pasture (largely overgrazed), water and people.
 
The alibamatsu project, which the Bank is studying, would export water to
 
South Africa. Attractive scenery and a pleasant climate provide tourist
 
potential. Manufacturing is still only about 2% of GDP.
 

2.04 Lesotho has close economic ties writh South Africa and, together 
with Botswana and Swaziland, belongs to tile South African Customs Union, 
using South African currency and receiving part of South African customs 
revenue. Most goods move freely among the four countries. Though controls 
are permitted on agricultural products regulated by marketing boards, they 
have not so far been imposed in Lesotho, except for a livestock export quota. 

2.05 Lesotho's average annual external trade deficit from 1966"to 1969 
was US$28 H. The British Government was financing more than half Lesotho's 
budget at Independence and has since continued to help with bilateral, mainly 
grant, aid averaging about US$5.5 H annually. 

B. ariculture 

2.06 Agricuiture provides the principal livelihood for about 85% of the 
people and accouits for about 70, Qf CUP. Tu:,;h the Lesotho farlter is in-. 
creai:n-gly ccnscious of cosh incu__, only about on,-third of farm production 
(m.ostly nirnl produnts) is cold. Farning is gnerally prilitive, and yields 
are low. During 1967/6,, annurl agricultural e:-orts averaged about USS/ m 
and were aout 757 of totz.! e::ports; agricultural imports, ri,!ily maize meal 
and %heat flour, averagad about U.'$7 If, or 20t of total iwporLs. 

2.07 Lesotho, with a warm temperate climate, has three ecological zones; 
Lowlands at 5-6,000 ft, about 27% of the total, mostly in the west; Foothills 
6-9,000 ft about 16%; and Nlountains, rising to 11,000 ft on the eastern border, 
about 53%. Only about 15% of the total is suitable for cultivation. Average 
annuol rainfall varies locally between 560 and 900 mm; annual variation is 
great, and drought occurs about one year in five. Rain falls most often in 
heavy showers, nearly all in sumner (October-llay), with a T:'nuary peak. 

2.08 Maize grows on 45% and sorghun on 30% of the cultivated area. Of 
low ,netary value, they are the principal food crops. Jheat (10%) is grown 
in the Mountains as a sutimier crop, and in the Foothills and Lowlands as a win­
ter crop. Beans and peas (8%) are increasingly valuable exports. Rainfall 
permits only one crop per field to be grown each year. 

2.09 Sharecropping is widespread, for a number of reasons. 
The most conw.:on is that a landholder lacks plowing 

power; so he contracts with oxen or tractor owners to plov; for a share of his 
crop or use of some of his land. This latter practice usually results in poor 
preparation of the farmer's own lend, but at little risk or cost to him. 
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2.10 Livestock production is extremely Important; in 1967/69, wool and 
mohair were 44% and live cattle and sheep 36% of total exports. The country 
is almost free of animal disease. Livestock graze mountain pastures in sum­
wer, .and lowland pastures and crop residues in winter. Livestock population 
ft estimated at 3.2 H, of which 1.6 H sheep, 0.9 Mgoats, 0.5 M cattle and 0.2 H 
horses and.dorleys. This is much more than the grazing resources can 
comfortably carry under present systems. Government is anxious to improve 
this situation, but is severely hampered by traditional land tenure and 
ucial restraints. 

2.11 Five-Year Plan investment in agriculture is estimated at US$8.2'M
 
(23% of the total), more than half for irrigation. However, irrigation is
 
possible on less than 3%of the arable land, while improvements to dryland
 
farming are urgent and can be immediately implemented, with wide impact.
 

C. Soil Conservation
 

2.12 Soil erosion has been a major problem of Lesotho agriculture for
 
at least a century, and the rainfall pattern and traditional cropping have led
 
to erosion on a spectacular scale. As steep" Foothill and Mountain land is
 
pressed into cropping through population growth, it is exposed to serious
 
erosion risk. More than h.nif a million acres have been protected since 1932/33 
with terraces and grass buffer strips. While helpful, they need major improve­
ment to be fully effective. The fundanental causcs of erosion (faulty cropping 
practices and overgrazing) cannoc be effectively raoved unless traditional 
practices are changed. The tachfical inswers are well known; the sociological 
n.'wers are h1.rder to f.nd; but if erosion conriuuas unchecked, little land
 

will remain suitable for cultivation within three generations,
 

D. Sociology and Land Tmnzire 

2.13 The principal Basotho institutions are the nation, clan, vill'age 
and family. The fanmily is the most important group, especially the 
extended family, which includes brothers and sisters and their wives and chil­
dren,' and the village, vith its strong social sanctions, is a natural unit 
of cooperation. 

2.14 All Basotho are entitled to lands for cultivation, though in prac­
tice some are landless because no cultivable land is available. Sizes of 
holdings vary greatly; where population pressure is low, they may be as large 
as 15 ac per household; the average is believed to be less than 5 ac. Enti­
tlement is a right of use, not of ownership,-and land tay not be traded nor 
bequeathed. Use is exclusive to the individual only until his crops have been 
harvested; his holding then becomes public grazing until the next crop is 
planted; but the holder nay not be deprived of land rights during his life­
time, without good reason. The system admirably suited traditional society 
when land was plentiful. It is inadequate for the present population and
 
quite unsuited to modern cgrculture. 
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2.15 Apart from their economic value; livestock are exchanged in marriage 
transactions and used for sacrificial purposes, still important in Basotho 
life. Under present land use, no owner has incentive to reduce his own 
livestock, because he cannot control the numbers that others may graze on
 
his land; nor is it normally possible for him to preserve cover on his soil
 
by restricting grazing on it.
 

E. Banking and Agricultural Credit 

2.16 Lesotho has no central bank, Two foreign.commercial banks have
 
branches, and the Post Office Savings Bank is popular for small savings.
 

2.17 Land cannot be pledged, so banks make few loans for agriculture. A 
few small specialized institutions lend to farmers, mostly short-term for in­
puts such as seed and fertilizer; but their funds are limited and they lack 
experienced staff. The most important Is the Co-op Lesotho Ltd 
(CLL) 1/, formed in 1963 after disastrous earlier experience with cooperative 
lending for agriculture. Its assets total about USS190,000. It began by 
making inputs available to individuals and cooperatives on credit. Follow-
Lig poor experience uith individual repaynents, it now lends almost exclu­
sively to member cooperativcs and farrers' associations and its recent 
repayment record is good. In 1970/71 it ventured into marketing, at 
Governmant request, with unfortunate results because crop purchase prices 
set by Government uere too high and CLL uas left with large unsold stocks. 

2.18 Credit has high priority"for Lesotho rural development and Govern­
ment created the Lenotho National Develo-7:cnt and Savingz Dz n (LDB) as the

channel for develop.ent financing. The manager is expected in late 1972 

hut it will be some time before LDB is ready to engage in agricultural 
lending.
 

III. PROJECT AREA 

A. General 

Location
 

3.01 The project area is about 300,000 ac, comprising most of the 
Li ttle Caledon Watershed and the Berea Plateau (see nap). host of it is less 
than a day's drive from faseru. Altitude is between 5,000 and 6,500 ft, 
except on the mountainous eastern boundary (nearly 10,000 ft). 

Climate, Topography and Soils 

3.02 Climate is typical for Lesotho Lowlands and Foothills. 
, rain averaging about 600-700 r . Lowlands are in­

1/ Formerly the Finance and Marketing Cooperative Union of Lesotho (MI'CUL). 
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terspersed with steep-sided plateaux and deep valleys; Foothills are gently 
undulating to steep. Annual area cultivated is estimated at 80-110,000 ac, 
depending on climate. Only about 75,000 ac are really suitable for permanent 
crooping; the rest is more suitable for grazing, with very occasional cropping.

Soils vary greatly and many are erodible, needing
 
special protection. ' Little original n itural vegetation and almost no trees
 
remain. Poor annual grasses are dominant in grazing, though better grasses
 
intrude on cropped land after harvest.
 

3.03 The Little Caledon and several small streams flow perennially;
 
many others are seasonal. Groundwater is available at about 40 meters and
 
there are 29 boreholes in the area. Drinking water is no problem,
 

Communications and Services
 

3.04 The project area is linked to Maseru by a paved road,.and a major
 
secondary road runs through part of it. The rest is served by poor roads and
 
tracks only usable by 4-wheel drive vehicles or animal traffic. There are
 
five light aircraft strips in or near the project area. Roma and 'Mazenot
 
have postal and telephone services. Roma, main campus of the University of
 
Botswana, Lesotho and Swaziland (UBLS), has a hospital and there are nine
 
field clinics in the area.
 

The Farmers 

3.05 Farmers in the proJcct area grow mainly subsistence crops, using
 
ox or tractor power, and employing family labor 'or -'_,eding and harvesting.
 
Many rely on their extended family groups for labor and cultivation power.
 

'D. Production, Extension and nreting 

3.06 Ave-rage yields, in a normal year, are low: estimated at 400 lb/ac 
for maize and sorghum; 500 ib/ac wheat; and 200 lb/ac beans. 
A short season and erratic rainfall demand timely cultivation, and the use of 
ox or tractor-dra nm plows is normal, with very little hand cultivation. 
Relatively few farmers ow.n their own oxen, fewer still their own tractors. 
Oxen are weak at plowing time after poor winter grazinC and tractor omeis 
take care of their ot.n land first. Most cultivation tCius tends to be late and 
poorly done. Though tractors are increasing (60 in the project area), effi­
ciency is generally poor, due to lack of training, inadequate servicing, lack 
of capital and delayed payment (usually not until after harvest). 

3.07 Near Maseru, a few farmers keep-dairy cows in fenced e.nclosures, to 
supply up to a total of 50 gallons of milk a day to the capital. This will 
form the basis for the UINDP milk processing and collection scheme, which 
would also miarket project: milk production. Elsewhere in the project area 
there is serious overstocking and overgrazing (see paras 2.10 and.2.15). 
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3.08 The extension service has six officers at certificate level in
 
the project area. Though well trained and enthusiastic, their efforts are
 
circumscribed by lack of credit funds, transport, and an overall extension
 
policy. They are also far too few (about 1:3,000 farmers, compared with
 
about 1:500-1,000 achieved in Kenya, for example).
 

3.09 Project area grain is marketed through 22 traders, handling an es­
timated 65,000 bags annually. CLL has no facilities in the area but it'pur­
chased about 15,000 bags in 1971, loaded directly onto trucks. There are two
 
maize/sorghum mills, each with a total annual capacity of about 40,000 bags. 

3.10 Population density is about 200/sq ml in the Lowlands, 100/sq mi
 
in the Foothills. Nearly all cultivation is nonmanual and around 150 man­
days would suffice to work the average holding, readily available from the
 
extended family.
 

IV. T1E PROJECT 

A. General Description
 

4.01 The project comsprises: the timely provision to about 12,000 peasant 
farrers, of improved seed, fertilizer and cultivation services; the credit to 
acquire them; technical agricultural guidance in their use; marketing for the 
resultant crop; road development; and soil conservation. Over six years, in­
cluding about a year of planning -nd prcparaticn, it would improve maize, 
sorghum, whct and bean production on about 60,000 ac of land wbich is poorly 
cultivated at present; and extend dairy farmiing through the supply of 400 
good grade cows to oelected farms. Towards the end of the project period, 
integrated farming i.ould be introduced, air..cd at higher levels of permanent­
agriculture, including im.proved production of livestock. The project would 
be administered by an autononous Project Unit within Government. 

B. Datailed reatures
 

4.02 

Seasonal Inputs 

4.03 The fundame!ntal feature-of the project and basic origin of its 
material benefit, substantially improving crop yields from their present 
very depressed level, is the supply of seed, fertilizer, pesticides and, 
where required, cultivation services as a "package" on seasonal credit, 
each package being designed in units of one acre for the particular crop 
and location. 'The incremental cost of supplying these inputs is included 
in- project costs. 
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(d) Mechanical TraininG. Conservation officers would be required 
to organize and operate conservation training for tractor 
and grader operators and for maintenance staff. 

F.. Soil Conservation Benefits
 

20. Soil conservation is essential to sustained agricultural
 
production in Lesotho. Between 1950 and 1960, according to the 1960 
agricultural census, the total number of bags of maize, sorghum, wheat,.
 
beans, peas and sunflower produced annually declined from 3,573,000 to 
2,737,000. These declines, confirmed by long-term observation, are 
largely attributable to rapid depletion of the land base by erosion.
 
Figures for the 1970's vary widely and are not quoted for this reason. 
Many observers have stated that the Lesotho problem of field soil loss,
 
through both sheet and gully erosion, is more serious than any other in 
Africa, or possibly in the world. 

21. The estimated cost of the proposed soil conservation and rural 
roads progran, based onproject calculatic.n, is R 16.4/ac. Assuming a 25-year 
life for the structural measures, terraces, da:u, etc., the annual cost equals 
R 1.8/ac (US$2.27), including interest at 10% and excluding maintenance (which 
farmers would largely provide). 

22. The. project is expected to touch upon 100,000 ac of arable land 
(see Annex 1). Nearly all land in the project area now has field soil
 
losses greatly in excess of 5 tois/ac, the acceptive level for long-term,
 
continu..c agricultural production. On much of the project arable land
 
field soil loss per acre may now be in excess of 100 tons, a very high and
 
hazardous level.. 

23. One approach to cost/benefit analysis is to estimate the conser­
vation benefits posslble to the project by assessing the loss in productivity 
which is takIng place due to gully and sheet erosion and relating 
this to conservation costs. 

Loss of Soil 

24. Gully erosion results in total loss of farm land.j It would be 
impossible, even under very sophisticated treatments, to expect to grow 
cereal grains on or in gullies. Eventually, and with careful controls, 
some grass could be produced and harvested or grazed, and trees.could be grown 
on side walls. 

25. .Based on first-hand observation by trained soil conservationists, 
and thuir e-:aminations of aerial photographs taken over the past five years, 
gully erosion has substantially increaser! in the project area. Thieir analysis 
suggests that Lhis might amount Lo au annual loss its high as 0.5% of the 
area per year and that a total of 7% of the overall area in the project is 
already lost to gullies. Probably about 0.25% of the total project land 
area (250 ac) would he annually lost to new gullies or extensions or widening 
of existing ones If no controls were employed. 
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Tractors and Machinery
 

4.04 . One hundred 60 I tractors, plows and cultivator/planters would be 
imported and made available on five-year credit, to experienced contractors 
and to progressive farmers or farmer associations with tractor experience 
and good agricultural performance. They would complete a training course (or 
otherwise satisfy project staff of their competence) and undertake to: employ 
project-trained or tested drivers; follow project-approved standards; have
 
regular maintenance carried out; give project farming priority; and work for
 
cash (provided by project credit), not for share of crop or use of land.
 

Dairy Stock
 

4.05 High quality Friesian and Brown Swiss dairy cows would be imported 
from South Africa (para 4.22) and made available on five-year credit, 
to farmers participating in the integrated farming program who had built 
simple sheds to receive them, and had successfully completed a dairying 
course.
 

Extension Service
 

4.06 Except for a few individuals, project farmers would form farmers'
 
associations of between 20 and 100 members to pool resources and obtain
 
credit, backed by the joint liability of their members.
 
The extension service would include the equivalent of one agricultural
 
extension agent for about 250 farmers, or one to 6-8 farmers' associations 
In Year 2, rising to 1:350 farmers, or 1:8-12 farmers' associations by Year 6, 

This is not a high. intensity, but techniques would be standard­
ized and few, and channelling -through associations :ould greatly help.
 
The high literacy rate of Lesotho farm.ers and their wives should ensure
 
greater effectiveness of the extension service than in some other countries.
 
Farmers .- uld be advised on proper selection and use of seed and fertilizer,
 
cultivation techniques and timing for crops and proper control and produ.ction
 
methods for all their livestock. The service would also coordinate with
 
project marketing, credit and soil conservation to inform 'farmers of these 
activities. -


Training and Research 

4.07 Additional staff, buildings and equipment would be provided for 
the Matelas Farmer Training Center, nw.hich would serve ,the training and 
demonstration needs of project extension, credit and marketing services. 
It would also train farmers in crop and livestock production and simple 
budgeting; farmers' association secretaries and chairmen in simple 
administration and bookkeeping; and hold seminars for government officials, 
traditional chiefs, and others. The Government tractor school in Maseru 
would be provided with additional staff and equipment and the project 
tractor instructor would operate from there. During negotiations 
assurances would be obtained that the necessary facilities of the Maseru 
tractor school would be made available to the Project Unit for these purposes. 
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4.08 Project research would depend heavily on the existlag Government 
Maseru Research Station, and the substation in the project area, which would 
be szrengthened by the addition of land, housing, simple laboratories and 
farm buildings. Staff would comprise a research officer, under an existing 
UNDP Program, and a field research officer, assisted by research staff from 
Government, the UMDP Leribe Project, about 40 mi north of the project area; 
and UBLS. They would work under a unified program, but with 
-special attention to the project.
 

Credit and Marketing Services
 

4.09 Government is proceeding cautiously with provision of credit
 
services and no institution is yet ready to provide them to the project (para 
2.18); nor has Government yet decided on its produce marketing policies. 
CLL, a cooperative union backed by Government (paras 2.17 and 3.09), buys 
produce from its members but has neither staff nor facilities to market proj­
ect crops. It is important that project input supply, credit and marketing 
be coordinated under the firm control of the Project Manager. During the 
initial period, therefore, the Project Unit would: buy and distribute 
farm inputs; provide credit; and purchase output, as agent for CLL. Before 
negotiations, C-overnrent would inform IDA of its proposals for national 
produce marketing. 

4.10 Farmers are reluctant to produce crop surpluses that they have to
 
sell at poor prices to traders who are not very interested in produce
 
dealing, and unwilling to expand their facilities. The project
 
would therefore provide five principcl markets and six subsidiary ones,
 
which would also serve as the channel for distribution of inputs and
 
repayment of credit, and be the focus for extension work. They would be
 
equipped with simple buildings. to accommodate expected project production
 
in their location, and subsidiary housing. Assurances would be sought at
 
negotiations that Government would see that adequate land was provided
 
free for these markets.
 

4.11 Marketing staff would be hired and trained by the Project Unit and 
their net cost is included until covered by market revenue. Marketing staff
 
and facilities would be taken over by CLL at an appropriate time.
 

Roads
 

4.12 About 90 km of a11-weather gravelled main roads, and 100 km of 
dry-weather ungravelled subsidiary. access roads would be constructed or 
improved (see Map), A UNDP Roads Engineer (already 
writh Government) unuld supervise and control road work. Assisted by the 
Public Works Department and consultants, he would design roads and plan 
construction, to be completed over two to three years. Labor is available, 
and would be used extensively for road work, though it would be insufficient 
and uneconomic for major earthmoving, which would be mechanized and carried 
out mainly by subcontractors, using their own equipment. During negotiations 
assurances would be obtained that the Ministry of Works would satisfactorily 
maintain project roads. 
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Soil Conservation
 

4.13 Soil conservation and farm road construction would be carried out
 
by three USAID-recruited senior staff and the 1NDP Roads Engineer, assisted
 
by 24 man-months of USAID consultancy and the Ministry of Agriculture Soil
 
Conservation Division. Soil conservation works would be preceded
 
by aerial photography and preparation of a coordinated agricultural.and soil
 
conservation plan for each area. They would comprise approximately 1,680 km
 
of diversion terraces; 600 drainage structures; repair to, or reconstruction
 
of, 4,800 km of terraces; 400 km of 12-ft farm access roads, with associated 
protective fencing, grass and tree planting. 
Before implementation of soil conservation works in any area, agreement would 
be obtained from farmers' associations, chiefs and Government that maintenance 
and protection of such works, as specified by project staff, would be provided. 
Suitable assurances to this effect would be obtained at negotiations. It 
would be a condition of effectiveness that an agreement satisfactory to IDA 
had been signed by Government and USAID for the financing of soil conservation 
works in the project area. 

Integrated Farming 

4.14 These measures would lead to higher sustained production and better 
coil conservation; but such systems need changes in traditional land use that 
can not be easily or quickly brought about. Farmers would need full rights 
over their cropping and contiguous grazing land to enable them to change 
their cropping systems and keeb improved stock in correct numbers. Assurances 
would be sought during negotiations that no funds would be made available for 
Integrated farming until plans for its implementation, including grazing 
control and stock limitation, had been agreed with IDA; and that Government 
would implement existing legislation in support of this part of the project. 
Parts of the project area have larger than average farms (15-20 ac) and-rela­
tively few livestock and about 5,000 ac would be selected to introduce 
integrated farming in about Year 4 or 5, based on studies and research in 
Years 2 and 3. The program would comprise: mapping and measuring of farm
 
holdings; more intensive use of inputs; improved livestock production, with
 
fencing and sheds; and a cropping plan to include fodder, grassland and crop
 
rotations.
 

Project Administration
 

4.15 Project headquarters would be at Maseru, where an office building,
 
store and most staff housing would be constructed on Covernment land.
 

Phasing
 

4.16 Farmer demand for project inputs is expected to be keen; but accep­
tance of conditions, especially proper cultivation and maintenance of soil con­
servation, may not occur so readily. Without such condltioris, the potential 
of improved seed and fertilizer would not be realized, or not long maintained, 
and farm income would fall short for credit repayment and generation of a 
vvrthwhile cash surplus. Effoctive institutions for project implementation are 
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lacking and the first year would be largely occupied with planning,. prepara­
tion and recruitment. Staff would need to be trained to give technical guid­
ance, tractor operator instruction and credit and marketing services. There 
is an acute shortage of such staff in Lesotho which can only be partly 
remedied by outside recruitment, and the project would only progress as fast 
as they could be provided. Based on appraisal eslimates of staff availability 
and training rate, the approximate phasing of farmers and areas of land 
coming into the project would be: 

---.-.-..-..-.- . Year 
Farmers 1 2 3 4 5 6 Total 

Number 200 1,200 1,600 2,000 3,000 4,000 12,000
 
Cumulative 200 1,400 3,000 5,000 8,000 12,000
 
% 2 12 25 50 67 100
 

Acres
 

Lowlands - 800 2,200 3,000 6,000 6,000 18,000 
Foothills 250 750 2,000 3,000 6,000 18,000 

Total 250 1,550 4,200 6,000 12,000 12,000 36,000
 

Cumulative 250 1,800 6,000 12,000 24,000 36,000
 
Acres/farmer - 1.3 2.0 2.4 3.0 3.0
 

4.17 This rate of development is a minimum objective and would be speeded 
up to meet farmer demand, as staffing allowed. Since appraisal, Governmient 
has planned to increase certificate-and diploma level training, which should 
ensure adequate staff at this level by Year 2. Project far-rs in Year 6 
would be about 70% of all farmers in the project area, a high but achievable 
proportion. 

Environment
 

4.18 The project would improve the environment through soil conservation 
that would restorb'vegetative cover to eroded land and help control soil loss 
and the silting of rivers and dams. Farm incomes are slender and cannot bear 
the loss of crop from serious pest infestation nor the cost of expensive 
pesticides; small amounts of Inexpensive DDT would therefore be used to con­
trol pests, under close control of project staff. Less persistent and danger­
ous chemicals would be substituted, if found effective and economical. Dressink 
of seed would exclude mercurial compounds. 

C. Cost Estimates
 

4.19 Total six-year project cost is estimated at R 7.8 U (US$9.8 M), 
of which about US$5.4 It(56%) would be foreign-exchange. Estimates are based 
on recent experience and appraisal findings, including those of USAID. 
Physical contingencies are applied to roads (20%), incremental fertilizer 
requirements (10%), and operating costs during development (10%). Quantities 
of other items are reasonably certain. Price contingencies of about 19% 
overall are made up from a cumulative annual 5% on foreign and local costs 



and R 50,000 to compensate for the effects of parity changes of the Rand on" 
the US$ component of soil conservation costs. Project costs are totalled in 
Annex 19 with details in Annexes 6-18. 

Summarized Project Cost Estimates
 

-Rand (thousands)-- -US$ (thousands)-­
1973/78 Local Foreign Total Local Foreign Total 

On-Farm Costs 177 744 921 223 937 1,160
 
Technical Services 496 406 902 625 512 1,137
 
Credit Services 250 157 407 315 198 513
 
Marketing Services 608 256 864 766 323 1,089
 
Soil Conservation •763 1,191 1,954 961 1,501 2,462
 
Integrated Farming 72 79 151 91 99 190
 
Roads 190 306 496 239 386 625
 
Administration 303 423 726 382 533 915
 

Subtotal 2,859 3,562 6,421 3,602 4,488 8,090
 

Contingencies
 
- Physical 34 81 115 43 102 145
 
- Price 551 663 .1214 693 842 1,535
 

TOTAL PROJECT COST 3,444 4306 7,750 4j338 5,432 9,770
 

D. Financing, Procurement and Disbursement
 

Financing
 

"4.20. IDA would provide USS5.6 M or 57% of project costs, comprising the
 
equivalent of the foreign exchange costs not financed by USAID (39% of total, 
70% of foreign costs) and the balance of local costs (19% of total, 43%of 
local costs. (Annex 20) ." USAID would provide 29% as parallel grant 
financing of soil conservation (except aerial survey and vehicles); Govern­
ment about 6%; commercial banks 5% for produce financing; and farmers 3% 
through downpaymencs. Summarized project financing (including contingencies) 
would be:
 

Farmers Banks Govt. USAID IDA Total
 
.........-.--US$ (thousand3)----------­

On-Farm Costs 280 - 120 - 1,070 1,470 
Staff and Operations - 53&-0- 280 1,220 3,000 5,030 
Vehicles and Equipment - - 40 300 350 690 
Buildings - - 70 170 650 890 
Soil Conservation Works - - 50 1,110 5-O 1,690 

Totals 280 530 560Lz 2,800 5,600 9,770 

(Percent) (3) (5) (6) (29) (57) -(00) 

/ Incremental working capital for crop.purchases.
 

/2 Including UNDP US$40,000.
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Financial Implications for Government
 

4.21
 
By convention, the Lesotho Government receives revenue from the Customs Union 
based on the total value of all dutiable imported items in the Customs Union 
related to total estimated Lesotho imports whether or not duty is paid. 
Although imports by Government are duty free, the value of these imports is 
included in the allocation to Lesotho. This revenue corresponds to about 20% 
of the value of imports at the Lesotho border. On-farm and marketing costs 
would be fully recovered from farmers; funds generated by the project to 
meet other costs would be: interest from project borrowers; duties and taxes 
generated by goods purchased by farmers with their higher project incomes; 
an average 4.5% income tax on salaries of project staff; and rents from 
project houses onalysis shows that Government cash flow would be positive 
from Year 2 until about Year 21 when IDA annual debt service would be R 150,000 
(US$189,000), and estimated annual net outflow R 100,000. By this time, project 
farmers should have moved on to integrated farming with appreciably. higher 
incomes (though still less than an estimated US$180 and would consequently 
generate more tax revenue fr6m their spending. Government would also have 
revenue available from a development levy on income tax and the Maize Meal
 
Fund to cover the balance. In view of the above, and having regard to the
 
modest farm incomes, no development charge tq project beneficiaries is pro­
posed.
 

Procurement
 

4.22 Procurement of vehicles, tractors, farm equipment and fertilizer
 
(US$0.9 M) would be by international competitive bidding, in accordance with
 
Bank/IDA guidelines. The successful bidder for trnctors would have, or
 
undertake to provide, adequate servicing in Maseru or the project area.
 
Tractor orders would be bulked each year and operators financed under the
 
project would purchase tractors from the successful bidder. Project imports
 
would be duty free. Roads (US$0.6 M) would be in small sections and buildings
 
(US$0.6 P) few in number and widely scattered. They would not be sufficient
 
in value to attract international competitive bidding and would be subject
 
to Government local tender procedures, which are satisfactory. Dairy cattle
 
(US$60,000) would be bought, subject to project staff guidance and approval,
 
from South Africa where they are suitable, acclimatized and plentiful. Host
 
would be purchased by farmers directly; others by project staff, on their
 
behalf. Seed (US$144,000) would be purchased from South African cooperatives
 
and seed firms, whizh offer good quality, keen prices and .bit importantly
 
varieties accliu'atised to local conditions. Seed Dpecifications would exclude
 
mercurial dressing. U$AT.P would procure the .soil conservation equipment it.
 

ifnnce( US0.3M. Suitable assurances as to procuremen would be sought
 
during negotiations, including assurances that draft tender documents for
 
all contracts exceeding US$50,000 would be submitted to IDA for approval
 

before invitations were issued; that bid analyses and recommendations for 
award would be submitted to IDA for comment before award; and that project
 
purchases would not be limited to brand names on Government's official
 
purchase list.
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Disbursements
 

4.23 For imported goods, disbursements would be made against 100% of CIF 
value if internationally procured, or 90Z of the total value if locally 
procured. Disbursements for other project costs would be against 90% 
of total expenditure on the basis of a certificate of expenditure, the 
documentation for which is not submitted for review, but is retained by the 
Borrower and available for inspection by IDA during the course of a project 
supervision mission. Any surplus credit amounts would be cancelled. 

V. ORGANIZATION AND MANAGEMENT
 

Project Control and Operation
 

5.01 The project would be implemented by an autonomous Project Unit
 
to be created within the Government. This Unit would be controlled by a
 
Project Cownittee comprising the Senior Permanent Secretary, Chairman; the
 
Permanent Secretaries for Agriculture, Finance and Works; and a senior
 
representative each from the Planning Office and the Ministry of Interior.
 
The Committee would decide on policy, approve budgets and recruit, with
 
IDA's approval, senior staff. Meetings, with the Project Manager as
 
Secretary, would be held at least quarterly.
 

5.02 The Project Unit would be administered by the Project Manager
 
who would be fully responsible'for project operations. Other seni.orLsaff
 
1ould com.rise the Financial Controller and the Heads of the three divisions: 
Land Planning and Sol Conservation; Extension; and Marketing/Credit (See chart 

Appendix 4). They would be supported by 6 professional, 15 technical 
and administrative, and 80 general service staff. The Bank's Agricultural 
Development Service in Nairobi is prepared to provide the Project Manager 
and Financial.Controller; USAID would provide the senior Soil Conservation 
Staff?- Assurances would be sought at negotiations that the above senior
 
staff, satisfactory to IDA, would be appointed, and it would be a condition
 
of effectiveness that the Project Manager had been appointed.
 

5.03 Involvemeiit of the farming community would be encouraged by com­
mittees at all levels with a Project Liaison ComnitterXn Maseru, under an 
elected chairman, comprising: four farmers' representatives, elected by 
area committees; four representatives of the Principal Chiefs; and one 
representative each from the Ministry of Agriculture and the Planning Office. 
Other members would be co-opted as required. This committee would be the 
forum for farmers' views and problems and would aim to meet monthly, with 
the Project Manager in attendance. 

5.04 The Project Unit would be a developmental, not a service, organiza­
tion with functions not normal to a Government department, operating at
 
varying intensities (at first employing as.many staff as the entire Ministry
 
of Agriculture). It would need to respond quickly to changing commercial
 
and farming conditions. It would employ specialist staff, including some
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with good practical background but not necessarily with acade,,,.- qualifica­
tions needed for the civil service, and would need to offer terms i...­

conditions different from, but attractice enough to match, more permanent
 
civil service employment. An average project allowance of 12.5% above
 
equivalent establishment pay is provided for. During negotiations terms
 
and conditions of employment of project staff would be agreed with IDA 
and assurances would be sought that they would be implemented.
 

5.05 For all these reasons, simple legislation would be necessary to give
 
the Unit the required freedom of action and substitute Project Committee con­
trol for Government regulation, e.g., for staff selection, contract hiring,
 
salary scales and project allowances, procurement and tender boards and ac­
counting procedures. It would also enable the Unit to buy and sell crops or
 
as an agent or on Its own account, if necessary. Government is drafting such
 
legislation and it would be submitted to IDA for consideration prior to nego­
tiation and passed, in a form satisfactory to IDA, prior to effectiveness. 

Staffing
 

5.06 Senior staff would need to have.extensive administrative experience, 
preferably with similar rural development projects in Africa; and training
 
would be an important part of their job. While every effort would be made
 
to hire suitable Basotho, it is unlikely that many would have the right
 
experience. Cost estimates are therefore based on international recruitment
 
of key staff, with training of Basotho deputies to take over as soon 
as they are able.
 

5.07 Project extension officer would have acquired field training
 
and experience in the Ministry of Agriculture. Government is willing to
 
allow some, dismissed during the 1970 political upheaval, to be employed in
 
the project. Assurances would be sought at negotiations that Government
 
would second staff for the project, if requested by the Project ComzTattee.
 

5.08 Basotho-have a high rate of literacy at primary school level, and
 
many acquire useful practical experience in South Africa. These, and
 
secondary school leavers, are expected to be sufficient and suitable for
 
training as credit and marketing staff, crop demonstrators and others, if
 
they are vigorously recruited and the proposed pay scales are.adopted. 

Credit
 

5.09 Credit would be provided through the Project Credit Account, a
 
revolving fund increased each year by the Treasury to meet the season's 
needs. Credit funds from Government and from farmers' debt service would 
be paid Into the same account. It would be controlled by the Chief Credit 
and Marketing Officer, assisted by the Deputy Credit Officer, credit assistants 
trained at Iatelas (para 4.07), and accounting staff. Government may wish to 
channel credit funds through LDB once it has become 
functional. During negotiations assurances would be. sought that IDAt s agree­
ment would be obtained before this channel is chosen. Theiconditions under 
which the Project Unit would then operate on behalf of LDB would need to be 
rtipulated in a formal agreement. -ssurances that such an agreemcnt would be 
submitted to IDA for prior approval would also be sought during negotiations'.
 



- 15­

5.10 LDB is empowered to seize all farm assets of delinquent borrowers
 
and to take over and farm their lands until its debts have been serviced.
 
However, LDB is not yet operating, and exercise of these powers mizht not be
 
practicable, in viewpf traditional land tenure. Input credit would therefore
 
generally be tied to farr.ers' associations, whose members would be jointly
 
liable for their project debts. To be eligible, a farmer would normally
 
have to be a member of an association approved and registered with the
 
project; only exceptionally would an individual be accepted as creditworthy
 
on his own. The association would assure that each farmer applicant:
 
had asked for project credit; had rights to sufficient lands, which had
 
been registered with the project; worked his lands regularly and well; and
 
would himself be, or would see that a competent member of his extended
 
family was, resident near the lands to be farmed. Furthermore, the asso­
cLation would agree to accept responsibility for the applicant's project
 
debts if he were in default.
 

5.11 Each accepted farmer would also be registered with the Project
 
Unit and receive a credit record card. Initially, project staff would
 
assess each farmer's capability; but associations would take this over
 
as they beca..e established and accepted as reliable.
 

5.12 Seasonal Credit: All seasonal input credit (pare 4.03) would be
 
In '"n', with crop inputs delivered through market depots, where project 
staff would ensure that project, association and farmer records were 
consistent. Each farmer would pay in advance, 10% of input cost as his 
contribution, 1U as a bad debt reserve, -nd 10% as a crop failure reserve. 
The interest rate on outstanding amounts (C0% of the input credit and bad 
debt) vould be 1% per month. The crop failure reserve would be credited 
to a saving'.s account at interest until it reached 1001%of input value, to 
be dran'n as the Project Corittee approved. Credit schemes ruln by Chiurch 
missions and CLL require deposits of tIp to 50%, so these advance payments 
should not prove too onerous. The bad debt reserve would be refunded to 
an association on full repayment of its members' credit for the season or 
to a paid-up individual far-mer and no me.,ber of a defaulting association 
or a defaultin;g individual would receive project inputs or credit for the 
next season.
 

5.13 Farmers' credit would be collected as produce was sold. The 
project relies on the sanction of input/credit refusahland on the com.munal 
spirit of,associations to eniur repayment. 
Experience suggests that net proceeds, after debt service, could be higher 
than gross proceeds paid by traders, so the temptation to by-pass project 
depots and avoid debt.repayment ray not be great. Neverthcless, in 
view of the importance of successful credit management, and previous 
poor credit history in Lesotho, assurances would be sought at negotiations 
that Government would fully support project debt collection and ensure 
that delinqucnts were prom~ptly prosecuted. 
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5.14 Meditim Term Credit: Tractors and Dairy Cows. Deposits for tractor 
credit wold be 254', for dairy cows 50%. The annual interest rate charged on 
the outstanding amount would be 9%, which is lower than the 10.5% charged on 
the few loans made by coniercial banks, but borrowers would be subject to
 
stricter conditions and under close project control. Repayments of the
 
tractor loans would be partially through the farmers' repayments for tractor
 
operation which would be directly credited to the tractor owner's account;
 
the remainder is projected to be small, and would be paid by the owner through 
extra-project tractor operations. Repayments of the loans for dairy cows
 
would be from the sales of milk and yearlings. Although the Project Unit
 
would have no direct control over these sales, the number of these loans and 
their concentration in the integrated farming area would limit the risks, of 
default.
 

Marketing
 

5.15 Marketing would be controlled by the Chief Credit and Marketing
 
Officer, assisted by a Deputy Marketing Officer, marketing assistants/crop
 
graders trained at Matelas, and accounting staff on behalf of CLL
 
under a formal agreement. Under this agree-ment, the Project Unit would
 
work closely with CLL in deciding price and sale channels. During
 
negotiations, assurances would be obtained that Government would permit CLL 
to operate on co-.m.ercial lines and that in fixing prices, it would have 
regard to market conditions and farmers' incentives. Suitable assurances 
would also be sought that funds for crop purchase would be provided by 
commercial banks, L,3 they are now provided for CLL, on overdraft at prime
 
rate (currently 9% per year), subject to Government guarantee. 

E£u.i ]din-: 
5.16 a , a' wo:oul! b-2 of sta:'lard Gov-.rnv'ent desin and markets ould 

be , woref-br.c.-edbe s:)vrvLs b; the .-!inist-v o' "'orksB uld 
rnd cirrieA oat by s.br. ractors. Assurances .ould be nou'.-t fro i 

S .. ,d for oroiect bui~ldi:ins and 
houses '.ould be made rprnmniptly available. 

Accounts and Audit
 

5.17 The Project Unit would keep separate adcounts in conmmercial form,
 
-showing the results of its different activities, e.. . credit, marketing. They

would b'e prepared annually for audit by.the Auditor-General within three months 
of the financial year end. Quacterly sun-4.ary, and draft and audited annual, 
accounts would be submitted to the Project Cor-mittee and IDA. Suitable as­
surances would be obtained at negotiations. 

5.18 Funds would be provided from the Treasury through a one-line Budget 
vote. USAID funds would be provided by a direct grant. The Project Unit 
would forecast quarterly funds required, net of inflow (e.g. from interest 
and loan repay:ments) , and Lhese ivould be provided in advance to a project 
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bank account, the Project Manager being appointed a Chief Accounting
 
Officer for this purpose. Assurances to this effect would be sought
 
during negotiations.
 

Moni toring
 

5.19 The Financial Controller would be responsible for monitoring
 
project progress, assisted by his. Deputy, and would seek the cooperation of 
UBLS in making surveys of farmer performance. Ile would sLtbmit annual reports 
through the Project Manager to the Project Committee and IDA, within three 
months of the year end. Suitable assurances would be sought at negotiations.
 

VI. PRODUCTION, MARKETING AND FARIMUS' BENEFITS 

A. Production and Yields
 

6.01 Production and yield information is scanty. This Section is based
 
on a few past surveys, Ministry of Agriculture data and field observation.
 

6.02 The acreage of crops gro'wn each year tends to fluctuate according
 
to season, with areas left unplanted when the rains are late or poor. In
 
the project area, about 100,000 ac are cropped most years, of which 25,000 ac
 
arc marginal, on steep slopes or land that ought to be used for grazing only.
 

6.03 Estimated annual yields without and with project inputs, and with
 
the integrated for-lag progral are:
 

Crop Without 14ith In tegra'ted 
YI C-ld Proioct Prnlo4ct Farm!_nrr

IL, ib lb 

Maize 400 1,600 2,400 
Sorghum 400 1,600 2, 400 
U11l eat 500 1,400 2,000 
Beans 200 900 1,200 

Estimates "with project" are based on trials (Annex. 9, page 3), observation 
of yields actually obtained by progressive farmers in the field, and experience 
in other countries (notably Malanwi) where similar inputs have been applied ­
having regard to different soil and climate. They are believed to be achiev­
able by the average project farmer. 

6.04 Farmers who do not directly participate would nevertheless benefit 
from bettor roads, markets, prices, and better availability of cultivation 
power. This benefit is estimated to occur towards the end of the project 
period and to amount to about 200 ib/ac of mixed cereals. 
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6.05 Production of wool/mohair is assumed to remain unchanged. Project
 
dairy farmers would each produce approximately 250 gallons/year of fresh
 
milk and sell the equivalent of one yearling calf every three years and one
 
cull cow every five.
 

B. Markets and Prices 

6.06 All pr, lect sorghum, wheat and beans and half the maize would be
 
exported, the other half being milled for local sale 1/. Two-thirds of
 
the beans would be consumed in South Africa, the rest sold on the world
 
market. South Africa is bound by the Customs Union (see para 2.04) to
 
accept Lesotho surpluses, so long as free circulation of farm products
 
across its border continues. Project maize, sorghum and wheat would
 
each be less than 1% of South Africa's production. Project beans represent
 
less than 10% of South African bean/pea production and 70% of 1970/71
 
production of Small White Haricot beans, consumption of which is expected
 
to continue increasing at about 2.5%/year. World market demand for the
 
small excess is satisfactory. 

6.07 Marketing of the kinds of crops to be grown by the project is con­
trolled in South Africa by Marketing Boards. These fix prices for maize and
 
wheat, and guarantee floor prices for sorghum and beans. Grain prices have
 
increased over the past five years at average rates varying from I to 3.5%
 
annually (Annex 11, Table 6). Production is expected to follow consumption
 
trends, and producer prices to remain at their present level at current Rand
 
values. Bean prices have been steady over the last five years but are ex­
pected to decline as Lesotho production meets South African demand with sur­

pluses for export; however, they would still remain somewhat higher than 
world market prices (Annex 11, para 12). Farmers' prices per 200 lb bag,
 
best grade, are forecast for maize at R 3.00 (US$42/ton), sorghum R 2.70
 
(US$37.5/con), wheat R 5.20 (US$72.2/ton) and beans R 13.0 (US$180.5/ton). 

Information on world markets for beans was obtained
 
from South African brokers and is confirmed by the Bank's Economics Department..
 

C. Farmers' Benefits 

6.08 Farm budgets are based on several farm models and
 

appropriate packagcs of farm inputs. In place of subsistence, with annual
 
cash of about R 18/20, a wheat farmer (probably in the Foothills) would have,
 
in addition to his subsistence, about R 55 annual net cash income; a maize/
 
sorghum farmer (probably in the Lowlands) about R 45. Both would have the
 
-prospect of integrated farming with net income, from the same acreage, well
 
above R 100. Beans are the most profitable crop; but net profit is not the 

I/ Although Lesotho is a net importer of maize (para 7.01), it sells 
maize grain for milling in South African mills.
 



- 19 ­

only criterion on which farmers' base their cropping decisions, and a basic
 
food crop would probably always be grown until more advanced integrated
 
Tarniig Is adopted.
 

6.09 The budget-for a wheat farmer, in a year of drought, shows that he
 
would need the crop failure reserve to service his debts, with about R 10 to
 
spare.
 

6.10 One milk cow would produce an annual net income of about R 50. 

VII. ECONOMIC BENEFITS AND JUSTIFICATION
 

A. Economic Benefits and Costs
 

7.01 The project would, from year 6, increase annual cash production of 
maize by 4,600, sorghum by 3,100, wheat by 7,000 and beans by 4,100 tons. This 
compares with annual consumption of 150,000 tons maize and sorghum, of which
 
25,000 tons mainly meal are imported. Total annual gross value would be
 
R 1.2 MI(US$1.5 I).
 

7.02 The project would reduce dependence on imports, increase exports, 
and help to feed a growing population. It would substantially improve the
 
standard of living for about 12,000 farm families and lay the foundation for 
still further improvement. New crops, such as sunflower and seed potatoes, 
are likely to be grown by some farmers, but the viability of such crops and 
'the amount that would be grown cannot be forecast. 

7.03 Grain and beans are valued at the gross price, for average
 
grades delivered nearest South African market, All values
 
are less bags and cleaning cost.
 

7.04 Investment costs are included at their financial value. Allocation
 
of senior staff costs is expected to decline as the project becomes estab­
lished and staff become involved in other projects, or are phased out (Annex 
24). Other project services, uxcept credit and marketing, are likewise ex­
pectcd to be reduced in intensity as the project becpmes established. 

7.05 Family labor on project farms would work more effectively but 
would not increase in numbers. No farm labor cost is therefore attributed 
to the project. 

7.06 The benefit of soil conservation is particularly difficult to
 
evaluate, It is certain that, without it, yields would decline steadily,
 
even from their present low levels; and yields forecast for the project 
would not long continue. Soil conservation is therefore vital to the project.
 
Ile benefit depends on how quickly soil fertility would decline, and on the
 
value of crops that would consequently be lost without it; and no reliable 
information is available on either factor. Observers with conservation and 
agricultural experience estimate that yields without the project, on land 
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badly affected by soil erosion, would fall steadily at -a rate of about 5% per 
year.from 400 lb/ac to 200 lb/ac of mixed cereals. On this basis, the annual 
rate of return from soil conservation alone would be about 10%. 

B. Rate of Return and Sensitivity
 

7.07 Soil and climate limit the potential for Lesotho agriculture and
 
project crops, except for beans, are not of high value. Since this would be 
the first project of its kind in Lesotho, project overheads and training 
are a high proportion of total cost; and the scale of operations would 
inevitably be small to begin with; but replication could follow success and 
future projects of a similar or more advanced nature would have higher 
returns, not only because overheads would be spread over a larger operation
 
but also because results could be expected to improve as the project moves 
into and extends integrated farming. The estimated rate of return to
 
the economy of Lesotho is sensitive to price, yield and timing; on various
 
assumptions, over a 25-year project life, it would be:
 

Basis Percent
 

Most probable, including soil conservation 1.
 

No separate benefit from soil conservation 6
 

Prices increased 10% 13
 

Prices decreased 10% 8
 

Phasing advanced one year 15
 

Phasing as forecast, with integrated farming
 
extended to cover 36,000 ac by Year 13 14
 

Yield variation would have about the same effect as price variation.
 

7.08 The project would immediately improve crop yields, but the ultimate 
goal is to extend integrated farming throughout Lesotho. This will require 
fundamental changes in Lesothan agriculture which cannot be quickly made. When 
they are made, the benefits' would be substantial. The rate of return on 
integrated farming alone would be within the range 15-20%" but without the 
initial step which the project would take, integrated farming is unlikely to 
be widely accepted.
 

Risks Involved in the Project
 

7.09 The rate of return is most sensitive to timing and every effort
 
would be made to improve it, with good prospects of achieving such improve­
menc if trained staff become available more quickly than forecast; but
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the staffing constraint and present lack of institutions cannot be ignored 
(see 	paras 4.16 and 4.17). 

7.10 Although Idverse factors, such as weather, have been taken into
 
account in calculating the rate of return, the project would be subject to
 
many 	uncertainties that cannot easily be quantified. Success depends, for
 
example, on overcoming resistance to change in a traditional society, which 
would affect the willingness of farmers to accept new techniques, including 
enclosure and livestock limitation, and to maintain soil conservation works 
against insidious erosion; on persuading tractor operators to use more
 
efficient methods; on prompt collection of credit, in the light of past 
failures. But farmers in the project area show willingness L) accept change 
and enthusiasm for the project, while Government offers fervent support and 
has publicized the project extensively. The chances of success are there­
fore good. The project is extremely important to Lesotho, which has few 
alternatives for economic development. 

VIII. RECO11MENDATIONS 

8.01 Before negotiations, Government would inform IDA of its proposals 
for national produce marketing (4.09) and would submit draft project legisla­
tion to IDA for consideration (5.05).
 

8.02 During negotiations, assurances would be obtained from Government 
that: 

(a) 	 the necessary facilities of the tractor school in Maseru 
would be made available to receive additional staff and allow
 
project tractor instructors to operate from there (para 4.07);
 

(b) 	it would see that adequate land was provided free, or at
 
nominal rental, for project markets (4.10), and made
 
promptly available for project buildings and houses (5.16);
 

(c) 	the Ministry of Works would satisfactorily maintain project
 
roads (para 4.12);
 

(d) 	no soil conservation works would be implemented before
 
agreement from farmers' associations and chiefs that main­
tenance and protection of such works, as specified by
 
project staff, would be provided (4.13);
 

(e) 	plans for implementation of integrated farming, including 
grazing control and stock limitation, would be agreed with 
IDA, and no funds would be made available for it until this 
had been done (4.14); 

(f) Government would implement existing legislation in support
 
of integrated farming (para 4.14);
 

(g) 	procurement of vehicles, tractors, farm equipment and fertilizer 
would be by international competitive bidding following Bank/IDA
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Cuidelines; the successful bidder for tractors would have, or
 
undertake to provide adequate servicing in Maseru or the project
 
area; orders for tractors would be bulked each year; roads and
 
buildings would be constructed, and seeds purchased, following
 
Government tonder procedures; seed and dairy cattle would be
 
bought, subjett to project guidance and approval; draft tender
 
documents for all contracts exceeding US$50,000 would
 
be submitted to IDA for approval before invitations were
 
issued; bid analyses and recommendations for award would
 
be submitted to IDA for corment before award; and project 
purchases would not be limited to brand names on the 
Government official purchase list (4.22); 

(h) 	 senior staff, satisfactory to IDA, comprising the Project
 
Manager, Financial Controller and three Heads of: Land
 
Planning and Soil Conservation; Extension; and farketing/
 
Creditt would be appointed (5.02);
 

(I) 	terms and conditions of employment of project staff would
 
be agreed with IDA and implemented (5.04); 

(j) 	 it would permit and give priority to secondment of staff
 
for the project, if requested by the Project Committee (5.07);
 

(k) 	IDA's approval would be detained before farmers' credit funds 
are channelled through LDB, and terms and conditions of an­
agreement between LDB and the Project Unit for the handling of 
this credit would be submitted to IDA for prior approval (para 5.09); 

(1) 	it would fully support project debt collection and ensure
 
that delinquents were properly prosecuted (5.13);
 

(m) 	CLL would be permitted to operate on commercial lines; that,
 
in fixing prices, it would have regard to market conditions
 
and farmer incentives; and that funds for crop purchase would
 
be provided to the Project Unit by commercial banks as they are
 
now provided for CLL (para 5.15);
 

(n) 	the Project Unit would keep separate accounts in commercial
 
form and prepare them annually for audit within three months
 
of the year end; a quarterly sumrmary, and draft and audited
 
annual, accounts would be submitted to the Project Committee
 
and IDA (5.17);
 

(o) 	the Project Unit would receive funds from the Treasury through a 
one-line vote from the Budget; funds would be provided to a 
project bank account; and the Project Manager would be 
appointed a Chief Accounting Officer (5.18); and 

(p) 	 the Financial Controller would regularly monitor project 
progress and submit annual reports through the Project Manager 
to the Project Comitt.ee and IDA within three months of the 
year end (5.19). 
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8.03 Conditions of effectiveness would be that:
 

(a) an agreement satisfactory to IDA had been signed by
 
Government and USAID for the financing of soil conservation
 
works in tfie project area (4.13);
 

(b) 	 the Project Manager had been appointed (5.02); and 

(c) 	 legislation for establishment of the Project Unit, 
satisfactory to IDA, had been passed (5.05). 
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LESOTHO 

TII u BOSIU RURAL DEVELOPMENT- PROJECT 

Soil 	 Conservation 

A. General 

1. Soil conservation has been defined as the achievement of orderly
 
movement of soil, at levels consistent with continued use of the land
 
for productive purposes. Fundamentally, this is accomplished by pursuing
 
a form of agriculture suited to the area. Basic principles involve:
 

(a) 	performing the minimum cultivation or working of the soil
 
consistent with efficient production of crops;
 

(b) 	using rotation systems to assure that humus and plant nutrients
 
are retained; and
 

(c) 	 exercising control of livestock. 

2. Soil conservation may also be assisted by physical actions, such 
as cultivation in strips and across, not down slopes, so that surface
 
water is held by grass or clods and allowed to slow down and penetrac,2; and 
mo-rement of soil to form terraces or diversion ditches so that, again, 
surFace or runoff water is collected and diverted slowly across slopes to 
alloy: penetration, with the excess water being safely conducted down 
grassed and protected waterways so that its amount and speed does not cut 
into 	and carry off the soil in ever widening and deepening gullies.
 

3. Soil conservation is high on the list of Lesotho's national 
priorities. "Conservation of soil, water and related resources is essential 
if the Basotho are to continue to enjoy the natural resource base for sustained 
productive use. ThIs will mean immediate construction or repair of physical 
works and, as speedily as they can be accepted, changes in the use of land 
and in grazing and farming practices. 

B., Causes of Erosion in Lesotho 

Climatic Conditions
 

4. More than 70% of Lesotho's annual rainfall occurS in the six 
months October-March. Rainfall occurs mostly in sharp, torrential downpours, 
which fail to penetrate the soil quickly or deeply and cause runoff that 
carries away soil. Adverse climatic conditions, including drought and 
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occasional hail, make farming risky and farmers reluctant to innovate and 
invest. This reluctance is reinforced by long-established traditions of 
land use. 

Soils 

5. Very little information is available about soil types except in 
general surveys. Vie broad reconnaissance soil survey carricd out by 
D.M. Carroll and C.L. Bascombe in 1966 and 1967, "Notes on the Soils of
 
Lesotho," contains the best avaLiable information.
 

6. Soils in the project are varied and some, especially in the low­
lands, are highly erosive. Included are: cave sandstone sediments, 
Molteno beds, and most d±fficult of all, the shales of the Beaufort series. 
Lany soils in Lesotho have high sodium content and are unstable when
 

wet. They act more as a slurry than a solid soil, causing physical works
 
on them to have a high failure rate.
 

7. Overgrazing, improper cultivation, livestock trampling and
 
drought have resulted in much of the topsoil eroding away. The remaining
 
soil is low in organic matter, a dearth of which contributes to erodibility
 
and low crop production. Thus, when soil has a reduced capacity to hold
 
water for plant use, fthe full effects of added fertilizers are lost. 

8. All the major crops grown in Lesotho are annual. Apart from
 
wheat, they provide inadequate spring and early sununer cover for soil pro­
tection. Removal of all residues by traditional communal grazing causes 
excessive erosion rates. This cycle of overgrazing and soil depleting 
crops grown year after year has resulted in a serious erosion problem. 

C. Previous Soil Conservation Programs
 

9. After the unprecedented drought of 1932-33, followed by massive
 
erosion fro.i the subsequent rains, a physical soil conservation program 
began in earnest in 1936 with a grant of E160,200 (US$400,000) from the 
British Colonial Development Fund. This program resulted in substantial 
reduction of field soil loss; it also caused most farming in Lesotho to be 
carried out on the contour, which helped reduce erosion. However, it did 
not attempt to alter traditional grazing management and/or cropping systems 
and was not as effective physically as more modern works can be. It was 
therefore only partially successful, and erosion, though checked, was not 
cured and continued at an unacceptable rate. 

10. As of January 1, 1967, the following works had been irstalled
 
in Lesotho:
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Terraces 27,891 miles
 
Dams 787
 
Buffer Strips 188,218 acres
 
Diversions 4,067 miles
 
Gullies Demarcated 5,65S
 
Meadow Strips (Grass Runways) "1,409 miles
 
Reclamation Beaconing 14,040 miles
 
Acres Protected 547,423 acres
 

It is also reported that large numbers of trees (4.5 million) had been 
planted in 1968, though little protection was apparently afforded them
 
since few survive.
 

11. Part of the lack of effectiveness of the program was due to lack 
of involvement of rural people and improper management of structures and
 
livestock - terraces not adequately maintained, grass strips narrowed, _
 
cropping practiced over terraces, and livestock overgrazed on gullies and
 
terraces. More importantly, no effort was made to relate erosion control
 
to conservafion farming practices and its potential for long-term income
 
benefits. The solution to soil conservation problems is inexorably linked
 
witlh land and livestock management and with integrated cropping systems
 
designed to protect land as well as produce income. TWile these concepts
 
are difficult to deal with in Lesotho, the project would create a favorable
 
environment for their understanding and acceptance by Government, chieftancy 
and rural people.
 

D. Project Implementation
 

12. Implementation of project conservation will involve a heavy com­
ponent of new construction of terraces, drop structures, grassed waterways, 
etc. as well as repair and maintenance of existing facilities. The project 
would work with farmer groups to emphasize that maintenance of these 
structures, and their protection from damage due to livestock grazing 
or improper cultivation are essential to their effectiveness. 

13. As areas are selected for treatment, the conservation staff would
 
first analyze soil, design the diversion terrace system,.waterways and drop
 
structures and then initiate construction. Grass seeding and tree plantings
 
would be carried out as needed.
 

14. An overall agricultural development and soil conservation plan 
would be produced for each main market area as developed, with two being 
built in Year 2 and one each in Years 3 and 4. The plan would show the 
position of roads, soil conservation works, market places and tree planting 
areas. It would also detail and explain the associated farming developments 
such as supply and amount of seeds and fertilizer and dates required, the 
cultivation program and tractors required and the numbers and location of 
participating farmers. 
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15. The plan would be formulated by staff of all project departments 
to cover all aspects of project development, including soil conservation, 
and would be under the control of the project manager. Soil conservation 
aspects would be particularly important in the Integrated Farming Program 

by which, hopefully, many of the present fatming 
practices would be changed to improve, not only the farmer's situation, but 
also permanent land use and erosion status of the area. 

16. Within the project area, a variety of practices and treatments 
would be employed. These include, but may not be limited to; 

.) Rural Roads. 250 miles of 12-foot-wire rural access roads, 
in general allied to construction of diversion terraces; 

(b) Diversion Terraces. 1,040 miles of grass-covered diversion
 
terraces, designed to lead off excess water above gully heads 
or to provide protection for existing terraces on sloping fields 
by diverting runoff to waterways;
 

(c) 	Drop Structures. 600 rock structures to allow excess run­
off from diversion terraces to be delivered to a waterway or to
 
a stabilized gully where it can be handled in a controlled
 
fashion; 

(d) 	 Terraces. 3,000 miles of existing, or new, terraces and 
grass stripped cover to be repaired, regraded or constructed 
as required; 

(e) 	 Multi-Purpose Dams. 20 earth dams on natural waterways to 
provide for floodwater retardation, garden irrigation, stock 
water supply, village water, and fish farming;
 

(f) 	 Grassed Waterways. 150 miles of naturial or constructed 
waterways or outlets to be shaped with appropriate grass or other 
structure; these would be mostly eroded gullies, some down to 
bedrock, with steep bare sides, a costly and time-consuming 
but key part of the reclamation process; 

(g) 	 Integrated Farming. An integrated farming area of about 
5,000 acres, with particular care in soil analysis and land 
use planning; advice would also be given to farmers on 
treatment of terraces, waterways, grazing areas and improved 
farming practices. A close liaison would be maintained with 
the research section, training and extension staff, to 
achieve an integrated project drive to ensure this program's 
successJ 

(h) Fencing. 15 miles of fencing LO protect especially hazardous
 
highly critical installations, e.g., to protect a stabilized 
waterway and drop structure leading runoff into a stabilized 
gully %here grazing and trampling by cattle could easily 
result in serious and costly damage to the system until 
vegetative cover is assured;
 



ANNEX 3
 
Page 5 

(i) 	 Tree Plantin,.. 1.5 IMtrees to be planted to assist in erosion 
control and, when mature, to be used as firewood and as 
construction material: seedling or rooted cuttings to le
 
grown by eontract, costing about RO.02 each at the nurseries, 
and to be planted and watered by local people or farmers' 
associations, or possibly by the Food for Work Program. 

Aerial Photography
 

17. A new set of aerial maps would be produced at a scale of 1:20,000 
which can be enlarged to provide 1:5,000 planning maps. These maps would be 
needed to assist in preparation of overall area plans for major roads,
 
farm 	 access roads, physical layouts for soil conservation works, soil 
survey and classification, land use programs and land tenure registration.
 

Relationship to Project
 

18. Soil conservation techniques, both mechanical and structural, as 
well as those related to farming practices and management, are an integral
 
part of the project. Conservation staff would be involved in extension,
 
research and particularly in the integrated farming program, where the 
principal goal is to reduce soil losses to acceptable levels, suitable for 
long-term resource protection (about 5 tons/ac/year) while simultaneously 
increasing the total agricultural productivity of the land. 

Tra i n LM, 

19. The training responsibilities of the conservation component would
 
rest 	with the Project Manager advised by the Soil Conservation Division and 
would be part of the overall project program:
 

(a) 	 General. The conservation component of the project would 
provide: "on the job" training to counterpart officers; USAID 
external training grants (48 months 'during life of project); and 
a substantial training impact on the regular Lenotho Soil 
Conservation service staff (the project's conservation component 
would be larger than the M!inistry's regular programs). 

(b) Field L.:tension Staff. Conservation officers 'ould be required
 
to prepare materials for and participate in training courses for 
extension staff, tractor drivers, tractor owners, and credit/ 
marketing staff.
 

c) 	Farmer Training. Conservation officers would be required to 
prepare materials for and participate in training for 
farmers, -such training aids/materials to be designed 
to encourage farmers to utilize conservation practices
 
appropriate to their situation.
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26. Sheet erosion is much less obvious than gully erosion, but
 
accounts for a much greater percentage of the field soil loss (and conse­
quent loss of production and income). It occurs on sloping land through
 
soil removal by run--off from rains. 'lhere may be little or no apparent 
chatige in appearance of the land, but soil and nutrient losses continue over 
time, and such erosion eventually results in exposure of the base materials, 
either rock or unproductive subsoils, as well as a steady decline in crop 
yields in the interim. 

27. %hileno valid data exist in Lesotho, a study of the 1960 agri­
cultural census indicated that, as erosion increased to "severe", I/ yields 
decreased, over 10 years as follow: 

Maize 24%
 
Sorghum 28%
 
Wheat 12%
 

This study indicates that yields progressively decline as topsoil washes
 
away and farming is carried on with decreasingly nutritive subsoil. It is
 
also important to note that the study was not continued over time. If it
 
had been, it could be expected, based on research in other countries, that
 
losses would have continued with increasing severity.
 

28. Professional observers, with conservation and agricultural
 
experience, are of the opJnion that if no controls were employed, not less
 
than 40% of the project area, or 40,000 ac, would be seriously and con­
tinuously affected by erosion-induced productivity loss. The remaining 60%
 
would also suffer loss, but of a lesser degree. Based on the impact of only
 
the conservation component on production, the following illustrates the
 
possible effect on this 40,000 ac with productivity declining by 5% per year 
from 	2 bags/ac to I bag/ac:
 

1. Present Situation (annual)
 

Land affected .................. 40,000 ac
 

Initial production level (mixed 
cereals) ...................... 2 bags/ac 
*(No fertilizer, credit, etc.) 

Value at R 6.00 per bag average" R 480,000
 

2. Situation in 14 Years With No Controls (annual
 

Land 	affe-cted ................. 40,000 ac
 

Production level (estimated) 1 bag/ac 
(No fertilizer, credit, etc.) 

Value at R 6.00 per bag average R 240,000
 

I/ 	 While no specific criteria are provided to define "severe erosion", 
it is understood to be cn fields subject to general soil depletion due 
to sheet eroslon. 
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On this basis the total value lost would be R 6/ac (R 240,000 on 40,000 ac) 
agafnt estimated soil conservation expenditure, to save this, value, of 
R 1.8/ac or a cost/benefit ratio, due to conservation/rural roads only, of 
about 0.3. 

29. A direct comparison between results from land with and without 
physical soil conservation can be made but it needs large areas of land, 
much of it allowed to erode, as a control; so it has rarely been done and 
would, in any case, be subject to wide margins of error. 

30. To separate the benefits of project soil conservation from the
 
benefits of the project as a whole would be extremely difficult and of
 
doubtful v lidity' because' interactions take place between the various 
factors affecting crop production efficiency. The project would improve 
production through use of fertilizers, better seed, more effective culti­
vations, better farming practices, terracing, training and extension
 
services. Some of these factors are totally unrelated to soil conservation 
measures, others are directly affected by them and some are in between. 

31. Direct comparisons with and without soil coaservation, and with 
other variables mostly equal, have been made, especially in the USA, but 
results are specific to the soil conserved and farming practice applied. They 
indicate probable trends, but not magnitudes, that might be expected. 

32. It is known that inputs of fertilizer, seed and better cultivation
 
would raise yields immediately in Lesotho. It is also known that without 
soil conservation and related farming practices, yields will decline to
 
some *pointslightly above the postulated minimum of 1 bag/ac of mixed 
cereals. At what rate, and along which shape of productivity curve the 
decline would take place, can only be a matter of speculation. Somde areas, 
especially in the. Lowlands, will decline rapidly without soil conservation 
measures; others will decline less slowly, though incvitably, until they 
reach the poorer condition; and the rate of decline will vary over time. 

33. Mie table below illustrates the effect of, but cannot be used to 
quantify, soil erosion on the 36,000 ac selected for crop development, on 
the assumption that it would cause production to fall from 8 to 4 bags/ac over 
20 years: 

Land affected ......................... 36,000 ac
 
Production per acre with inputs ....... 8 bags,
 
Value at R 6/bag ..................... R 48/ac
 
Annual cost of inputs per acre ....... R 14
 
Net dnnual profit ..................... R 34/ac
 
Production per acre in twenty years ... 4 bags 
Value at R 6/bag ........ R 24/ac 
Annual cost of inputs per acre . R 14 
Net annual profit ..................... R 10/ac 
Annual value saved by soil conservation R 24/ac 

Total ............. R 864,000 per year
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F. Personnel To Implement.Project Soil Conservation
 

3'. A Senior Soil Conservation Officer and Land Planner, a Soil'Con­
servation Engineer and a Field Plant Operator would be employed full time
 
within the Project Soil Conservation Division and would be provided by USAID,
 
which would also provide 24 man-months of specialist consultancy services
 
to assist with forestry, grassland management, soils and conservation
 
economics. Part-time services, on request, would be provided by Ministry
 
of Agriculture personnel from the Conservation Division, in which UNDP
 
aid would provide a Forester and a Junior Level Land Use Planner while
 
USAID would provide a Senior Conservation Officer and a Soils Specialist,
 
the former to head the Ministry of Agriculture Conservation Division and
 
provide essential linkzages with the project and other ongoing activities.
 

35. The technical/administrative skills indicated in the following 
paragraphs would be required from staff to implement the conservation phases 
of the project. 

Soil Conservation Officer
 

36. The Soil Conservation Officer should be an experienced soil
 
conservationist strong in planning and administration. A rainfed farming 
background would be helpful.
 

37. Under the direction of the Project Manager, he would be responsi­
ble for the overall soil conservation component of the project. He would
 
coordinate the activities within this discipline. Public relations,
 
including working with high-level Government officials, are an important
 
aspect of the position. He would -be expected to provide guidance in the
 
development of policy, procedures, technical material, training aids, broad
 
goals, scheduling, etc. Ile would have overall responsibility for soil
 
surveys, equipment management, conservation planning, installation of con­
servation practices and road engineering.
 

Agricultural Engineer
 

38. Tile Agricultural Engineer must have broad experience in conserva­
tion engineering, including survey, design, and calculation of watershed 
runoff. With the help of a soil scientist, he would assess soils to be 
used in construction. lHp must be able to initiate, supervise and direct all 
the work on terraces, diversions, roads, waterways, darts, etc. Ile would be 
expected to develop technical material pertaining to structural measures, as 
well as participate in training demc.istrations, etc. He must be able to 
work with high-level Government officials, technicians, and farmers. He 
would assist the Soil Conservation Officer in getting the structural measures 
shown on conservation plan maps. It may be possible to develop 300-500 acres 
of land for irrigation; knowledge of land leveling, irrigation water manage­
ment, and related practices would therefore be useful. A background in­
volving rainfed farming would be helpful. The position would involve staff 
ouparvision.
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Mechlical Superintendent 

39. The Mechanical Superintendent would be responsible'for the operation 
and maintenance of all vehiles and equipment used in soil conservation 
and construction of field access roads. He would give training in operation 
and maintenance of all types of equipment used in the soil conservation 
program. His job would be to keep equipment running so that work could be 
completed on schedule in an orderly manner. Experience in all phases of 
operation and maintenance of farm machinery and earth-moving equipment, with 
carryalls, would be important for this job. He would be in charge of any 
project equipment facilities. 

Other Skills 

40. Four other very important skills would be needed to implement the 
conservation effort. These skills would also be needed more broadly by
 
the Lesotho Ministry of Agriculture Conservation Division. It is planned 
that FAO, through bNDP, would provide skills in forestry and land use 
planning to this Division, and that such skills could be utilized on the 
project as required. It is proposed that the project include provision to 
link with the Conservation Division by providing the following additional re­
sources either through negotiation with other donors such as USAID, or by con­
sultancies if necessary. Such additional services to the project would be: 

(a) Soil Scientist
 

The Soil Scientist woul-d provide appropriate soil maps and land
 
use capability analysis for the project and for regular Government conserva­
tion activities. He would assist with interpretations involving suitability
 
for crops, fertilizer needs, suitability for structures and roads, etc.
 
When technical materials are developed, soil interpretations and descriptions
 
would be provided. He would be responsible for soils maps included in conser­
vation plans. Ha would be responsible for training of technicians in the
 
techniques of developing soils information and the use of such information.
 

(b) Soil Conservationist (also possibly Chief, Ministry of 
Agriculture, Conservation Division) 

The Soil Conservationist would require experience and skill in 
identification 'of appropriate conservation practices and measures as they
 
relate to the most effective and economical manner to conserve soil and 
water, consistent with increased productivity. He must also be skillful 
in working with groups of farmers and officials to assist theni as they 
develop such improved conservation practices and/or plans. lie would be 
expected to develop technical material, practice guidelines and training aids, 
as well as participate in training technicians in conservation farming as 
it applies in Lesotho. He would be responsible for having conservation
 
plans prepared, including maps, job sheets, and other needed material. He 
would work closely with other technical staff in assisting in the coordina­
tion of soil conservation within the entire project and in its relationship 
to the broader phases of Lesotho's plans and planning for conservation. Ile 
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would be responsible for the tree planting program of the project and make 
arrangements to have the kinds and amount of trees and other vegetative 
material available as needed for afforestation and stabilization work. 
Vie ability to work with high-level Government officials, prominent citizens, 
technicians and small farmers would be required. Supervision of inter­
mediate level staff would be required. 

(c) 	Consultancies
 

Additional provision would be made for short-term consultancies
 
(4 months maximuIm per year) to provide additional technical skills as 
needed. These are expected to be in disciplines such as forestry, grass­
land management, conservation economics and others as appropriate. 

(d) 	 Other Staff 

(i) 	 Three technical officers would be required for the 
project as follows: 

Number 

Senior Technical Officer for Conservation I 
Technical Officer, Layout 1 

Technical Officer, Plant 1 

(ii) Other requirements would include:
 

Maximum Number 
Position 	 Required
 

Technical Assistants 	 8 
Draftsman 	 1
 
Artisan 1 
Heavy Equipment Operators 5 
Light Equipment Operators 6 
Mechanics 3 
Drivers 4 
Secretary/Chief Clerk 1 
Labor/Watchian 10 
Clerk/S toreman 4 

Total 	 43 
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Sab-total 25, Lo,) 3,200 S'­

suwv;y
Sell uirve7 

3,000
lM1,0)c 

3,000 

32 : 

5u1!.tota1 ,.5,0­

fr.t' ~t'ctes'c~f 20 6.0)2(203) 6,0%.(300) 6,00-,(300) 6.0LIDO 00) 6,000300 3,00037M 

Work--hp b.ild~na & ofrlco 6,W30 6,002 
6,=0 

p0033 -!y A 
7t-pc B 
Try,oC 

D 

16,000~ 
10,6'.0 
L,ILCo 
6,300 

U.,C0(3) 
10,62oZ(x) 
8,8C3(2) 

18.9:c(3) 

L.7 
10.60) 
8,532 

32.60522 n 
92,300atr 12,60 101,)0M 

2TTA =2JII.1.* & CMS2CIO~I ~ T0M--.J 3T -2-13 '±..,j r=11 3,., 

I/ Labor through,Food rcr Work. 

June 5, 1972 

~/Items fainded by IDA Loan 
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TVA-A BOSIU .'J.ML -IDJCT 
Cost of Soil Conservation (cont.) 

Unit 
Costs Year I 2 "1 ,_5.__ 

_ TOTAT
rathm:)a-Iz & Structures 

,I*~r-a-.s er nitches,lnterZys erwn.-.in/=.ie 
Ite & 

bOO 18?0.3( ) ?0,000(53) 10,000(25)
s'.cwil mi0e ,0 8,000(20) 4,0)0(10) 6c,07J01L-k-on ditch, earthmoving/mile 18,OX (,5) 23,00'2(50) 10,0-0(25) 8,00(20) b.Oo(io)!60 60.0~na e~zt bI,63O"-) 111,0D(260)S=. ri !; -, uirk, 23-, t!, 0u(2 0) .hl,-6D(260) 
­d-L-,,7-o
]7.--_(750) 
 -50750) 1L25(750)" 5 750(250) 0.0...(2os{..b:,
 

-art %noving "1,80C 
 7,20( ) 7,2C:(t) 7,200(h) 
 7,200(4) 7,200(b) 36,0zI1netts - Fencing 300 
 1.2(.) ) 1.200()j) 1,20 (4) 1,22(4) L2S-tot. 

6,Lbee 8, 1:0,:3

tds , '0 .8,433 h2,CDo 

Earti-cvin /.i Ies 
10,090(50)S-uct-.s culverts 

200 10,03(50) 10,000(50) 10,000(50)
30,000 10,00:)(50) 50,0-0
30,O2(1) 30,0)(1) 
 30,003() 30,033(1) 30,-(l(1) 150,C(,

SuO-total 


ho.D'.), ,CO0.O, COD 
 ho, 000 
 O,OO 200,C'
 
.rAL STR'CT,'ES 

137,5O leT, 5o 1:7,250 12-20 32,-250--3 
'nten.,:ice ?k0-3eratJn% Corts
 
1. *.:WrI.-.p 
 2,030 
 2,000 2,
,.h ele - ,OCO 2,000 2,000
k . 1,8 0 I , 00 ! , ' 2,COO 12,00
11 , 39 1,03 ii,80i
32.5% i"2,310 0 11,8 902/0 


•/- 2,620 2,620 2,6201,00 2,620 12,751)2,V0O 
 3,00,0 
 11,000 
 10,000
OTAL ILINUINCE/OPERATING 13,800 16,i!0 17,-20 1., L20 i,Lb20 20, L2) I5,5?: 

A. SOIL CCSERVATIO 51 9 319.160 322,,&30 311,67o 93.,520 193.,",0 1.954.2|
 

bJ This amount can be reconciled to $2,800,000 project total shoi-M elsewhere in PROP by applyingy 3. 19'2 following adjustments:
 

13 Deduct items not funded by AD (R144,ooo)

Add adjustment for Ex.patriate Staff costs which i.ere converted at Rand rate current
at time project estimates made, prior to devaluation of Rand (R2,310).
3) Add allowances for contingencies which not included in thin table (R310,O00).IQ Apply Convernion ratv o 71 ."6 i)(-'l pnrd. 
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Ct-farm Costs 

Annex 

6 
Year/ 1 

635 

2 351 

i , 149 270 

6 
261 

To-tal 

825 
Techrical Services 7, 8 

Dhensicn 
R- n8 

7 

10 

78 
81±
69 

50 
35 
39 

61 
29 
37 

72 
31 
111 

90 
25 
33 

85 
-
38 

135 
204 
262 

- ub-otal 231 124 127 L411 153 123 902 
Cre :it 13 76 51 65 60 72 83 1h07 

larketirg 12 I00 10 149' 157 1.92 166 C6t 
Soil Conservation 14 514± 319 322 312 294 193 L,.z54 

Integrated Farming 17 
On-farv C~ts 

Ct4cr 
Sub-total 

1 

16 

3 

M_516 

19 

9 

17 
26 "1 

20 

21 
142 

23 

65 

21 

29 
50 

96 

251 

217 
Roz.ds 16 89 151 196 20 22 18 496' 
-Ad.nistration 18 190 1U8 !__9 113 112 8h 726 

Sub-total "1,252 937 1,108 996 1,180 978 6,1±21 
P1nyical Contingencies 3 7 69 U1 13 12 115 

P-rice Contingencies 
C ol uo.e r .-..r. , u 

2, 
mtvicnt/ 

58 177 204± 3033i 10 

TOTAL P.qOJECT COSTS 1,323 1,0> 1. 3L. 1,221 I,1i 1,32h 7,750 

Y Includes rounding. 

2/ -mp-nnatinn for dcvalution om R.I.i,. 

Au.n--t 9, 1972 
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TEARA 	 BQSU RFUA DE772LOPARNT PROJECT 

PA Cdit S',.... 

1 2 _ 3 L 5 6 Total 

T ou an d Rand ­ -
-
 -

I. 	 Total Costs
 

On-,farm Costs 
 5 32 89 133 239Vehicles & Fquipment 113 	 236 73433 32 39 33 19Staff 	 269 
Buildings 	 20 278 310 319•375 A-7 01 	 347 317 1,775
iMintenance & Operations 	 - 204O 	 5 50559 67 73Roads 	 71 61
32 112 164 I0 	

37
 
10 
 10 
 333
 

Sub-total 769 5 1;2n - _ 5 72 0 t-- J
 
Contingencies Physic j 
 7 69


Pricel/2/ 39 
3 	 10 11 12 11258 !25 126 
 202 
 229 
 779TOTAL 
 811 626 
 215 710 
 933 8 h,
88m
 

2. IA ,nan ,, 90 730 563 82 639 840 800 
 4.3963. IDA Financxng (US$,000)_/ (930) (720) (,050) (I0) (1,070) (1,20) (5600)
h. Cz-ulative (US$'cOO) (9.33) (1,650) 
 (2; 7O) (3510) (4,580) (5,600) 

I/ Including physical contingencies_/ "cludes rolulding. 

Au ust 3, 1972
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VII: FURTHTI RATION.ALE 

A, Background to AID Involvement in Thaba J osiu Pro.ject 

With the promulgation of the U.S. policy statement on Africa in early 
1970, it vCas decided that AID should initiate modest assistance pro­
grams in Botsvejia, Lesotho and Swaziland to demonstrate U.S. interest 
in theixa development and in their eventual reduced economic and polit­
ical dependence on the Republic of South Africa. To this end major 
multi-lateral projects have been staxted in Botswana and Swaziland; 
however, no similar project has yet been undertaken in Lesotho.
 

Our several efforts, beginning in 1970, to define a suitable AID 
activity in agriculture in Lesobho vere unsuccessful. In the mean- ­

tiw~e, the IBPD vas eloring the possibility of financing a major 
rural develoi.ent project in the country and in early CY 1972 ve pro­
posed to col.laborate in a joint project iiith them. AID participation 
was welcomed because we would supplenent scarce IDA fonds and would 
round out the scope of the project by broadening c,,:1 strengthening 
its conscrvation aspects. At the same tire there w.ere serious dobts 
that the GOL could c:;ster suffi-cient administrative/managerial per­
sonnel resources to adininister twAo r-jor technical assists:nee under­
takings rural development at this time. After appropriate consultation 
with the GOL, a joint IBPD/PJD project appraisal mission was sent to 
Lesotho in M.'arch 1972 to design the Thaba Bosiu project. AiD's three 
men on the ission concentratec on the conservation aspects of the 
project orking together with the IMFRD representatives as a team. 
They participated jointly in the field work and discussions with the 
government and in the drafting of the Project Appraisal Report. 
Since the completion of the Project Report in August, we have closely
 
coordinated our discussions with the GOL and are planning joint pro­
ject negoziations here in Washington. We have exchanged draft pro­
posed project agreements to assure that the respective formally 
executed project documents are consistent with each other. Our style 
in designing and negotiating the project has been a thoroughly collabor­
ative one. 

B. Local Costs and Grant vs. Loan Financing
 

(Because Lesotho is part of the South African currency area, for our 
purposes all Rand costs are defined as "local"costs whether of 
Lesotho or South African origin). 

Lesotho is one of the poorest countries in the world. I1 is small, 
mountainous and has few natural resources. Its economy is almost com­

pletely dependent on South Africa through trade, employment of labor, 
South African private investments, and membership in the South Africa 
Customs Union currency area. Because of the country's limited economic 
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prospects and its extensive dependence on South Africa, it has not 
received much other donor aid. It is one of the six countri6s of the 
"least develo!id" hfnich the UTDP has selected for special attention 
and for which ±t is attetipting to mobilize increased financial and 
technical aid for development on exceptional generous terars. As part 
of outr aid policy in 1970 we recognized that if an assistance program 
was to be initiated in Lesotho, it could only be done by financing it 
on concessionary terms.
 

For some years Lesotho has experienced a substantial deficit in its 
current budget requiring an annual subvention from the U.K. Although 
the recurrent deficit has been substantially reduced over the past 
four years (from 55% in 1967-68 to 14% in 1971-72) this vas accoplished 
chiefly by a negotiated concession-try increase in its share of customs
 
revenues from the Customs Union with South Africa. The operating budget
 
has been held practically level (an increase of less than 5%) over the
 
four year period. The development budget has been financed entirely 
by external assistance, primarily gr=.ts from the U.K., 17NDP, WFP, 
Republic of China and AID (Title I Food Program). '0hile the GOL 
hopes to phase out British budget s pport in 1972-73, this can only 
be done by keeping a lid on budgetary expenditvres since current 
revenues are not expected to rise significantly. The GOL declines to 
underta:e externally assisted development projects unless it is 
assured that it will huve the budgctary resources to meet the govern­
ment's financial obligations. Without a marked improvement in its 
ne -term economic outlok, it appears the GeL will continue to be 

unable to itself finance .ither the recurrent or capital costs of a 
development program. 

This proposed project has a high local cost component because soil 
conservation activities involve R large element of direct labor and 
equipment operating costs. These activities include simple soil con­
servation -works and farm access roads to be constructed by the project 
staff using local labor and project staff housing and other simple 
structures to be constructed by a local contractor. A majority of 
these conservation costs are expected to be "one time" investments. 
The salaries of local administrative staff in the soil conservaion 
unit are also included in the project budget. -A high proportion of 
the local costs generates local employment. 

It appears the GOL will do well to meet the approximately $500,000 
of project costs allocated to it and to assume the budgetary costs of 
follow-on activities after IBRD and AID assistance has phased out. It 
is the consensus within AID and the IBRD that given the state of the 
G01, finances, its present and prospective credit worthiness, and the 
nature of the Thaba Bosiu project (with its limited 11% rate of 
return), the financing of practically lO[p project costs on a grant 
basis is justified. 
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C. Coordination of Project Administration 

The project i.sto be implemented by a quasi-automonous Project Unit 
under the gener-c-2 guidance of a Lesotho Government project comittee. 
The Project Unit will be administered by the Bank financed Project 
Manager vho is fully rcsponsibie for project operations. AID inputs 
will be integrated into the project and will be under the direct 
control of the Project Mana-ger. 

Two AID financed 0PEX personnel being provided under another project 
will be assigned to positions in the Conrlervation Unit of the Ministry 
of Agriculture, one of whom will administer the Conservation Unit. 
These two men will carry out an important liaison role between the 
GOL and the Project Unit, particulerly in the conservation aspects of. 
the project.
 

The three AID-financed project officers, who will be under the general 
supervision of the Project-%n er, -will be responsible for the con­
servation aspects of the project and will supervise the local soil 
conservation project staff. The two Conservation officers will plan
 
and design the conservation vorks in coordination with other elements
 
of the tob:al project and will direct the ermloyment of AID-financed 
equipment and local labor to construct the vor,:s. The Mechanical 
Superintendent W.l! be responsible for the operations and maintenance 
of .1l the AID-financed and other Vehicle and equipment used in con­
servatior. works. AID-financed participant training and on-the-project 
training related to conservation vill also be their direct responsi­
bility. 

Thus, w.hile the AID conservation component is an integral part of the 
project, it comes under the broad policy guidance of the government 
and general administration direction of the Project Manager The 
major AID inputs are directly managed by AID-financed personnel. In 
addition, AID-financed personnel will in many respects act for the 
government in dealing with the conservation aspects of the Project.
 

Project implementation is planned to be accomplished in an orderly 
sequence coordinating the phasing of the variQus components of the 
project. The Bank and AID awe the only two donors directly involved 
in the project. The UNDP will provide two techn cians, a land use 
plsenner and a forester, for the Ministry's Conservation Unit which 
will work with the Project Unit. A preliminary plan providing some 
details of the initial phases of the project and covering the life 
of the project is attached as (Appendix 2). However, while the 
general outlines of the project have been worked out the specific 
implementation schedule must await the assignment of a Project
 
Manager and other senior Project Staff.
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Do D_1xcnzin of AID XIniuts 

1. DescriptiOn. Life-of-project planned inputs shown in detail 
on the Tablc in Section VI A are outlined below at a total cost of 
$2,8G0000.
 

a. Staff: Fully Funded American OPEX Staff 

Position Man Yeaw.s 
FY 73 FY 71 FY 75 FY 76 FY 77 FY 76 

Sr. Plannbig & Conservation 
Officer L 1 1 1 i
 

Conservation Engineer 21 1 1 

Mechanical Superintendent 1 1 1 1 

Consultancies (16 Mian Months) 

Total Anount $64o,000 

b. Participants 

Perticipant training includes: 1) two men or women for 
four years in a U.S. institution to secure undergradute degrees in con­
servation. ITOCT: No such courses are offered in Africa, 2) three 
men or women i-K"r three years at an aipropriate African university to 
secure degrees in agroncmy, agricultural economics, or ,eneral agri­

culture said, 3) six men or i-oinn for three years at the Swaziland 
Agriciultural University c-nd College for diplona training. Following 
are yearly cost estimates: 

cost tooo)
 
FY 7 4  FY 73 lf 75 FY 70 F77 FY 76 Tota. 

U.S. Training (2) - 15 l6 17 18 - 66 
3rd Country (3) - 5 7 16 - - 48 
Swaziland Agr College (6) - 5 5 6 - - 16 

Total Amount $130, 000 

NOTE: On-the-job training ;ill be provided in all aspects )f the 
project.
 



c. Co=umodities 

AIZ are intended to be U.S. procured and ordered in FT 73. 

Item U, 
Total Cost
 

Heavy Ecuioment
 

Track Tractors, 125 %?.P, (2) 100,000
 
Motor Grader (2) 75,000
 
Scraper/Cable, 9 cu. yd4 (1) 22,500
 
Tractor, 53 ii.P. (6) 33,000
 
Diesel Bo'4ser ITailer (1) 2,000
 
Water Bouser Trailer (2) 3,500 
Tipper/Scroper (1) 2,500
 
Ploughs and 1'Markings (3) 1,500 
Concrete Mixer (3) 3,500 
Minor Eqt4mzent (1) 22,500 
Compressor (1) 2,000 
Caravans (Trailer House) (1) 3,500
3 yd. Scraper ;ith Tractor (10) 21,500
 
Small Survey and Camping Eq.uipaent 7,000
 

Total Comodities $300,000
 

d. Othpr Costs - (4;1,730,000)
 

i. Housing and Construction *170,000 

(Cost of construction of workshop building and office 
and nine houses of four different grades for the AID-finnced American 
and local project staff.) 

ii. Local Project Staff Salaries $450,000 

(Includes conservation technical officers and assis­
tants, equipment operators and mechanics, office staff and laborers.)
 

iii. Seedlings $50,000 

(Cost of procuring locally 1.5 million tree seedlings 
required for erosion control work.) 

iv. Soil Conser-ation Works $1,060,000
 

(Cost of local contracts, local day labor, off shelf 
Aupplies and materials, POL, and major repairs of equipment necessary 
to carry out projected conservation works.) 



2. Basis for Establizhing Requirements Estimates
 

As described in Section V, the AID inputs in conservation include
 
the technical resources, the equipment and the capability to design, plan 

and place on the land the appropriate soil erosion control measures to assure
 
that the imorovcd cropping practices, the improved seed and the fertilizer
 
provided within the project and financed by the Bank loan will have a proper
 
environment to allow maximizing their effectiveness. Such conservation
 
treatments are well knowm by professional conservation technicians. They
 

will require, prior to their detailed design, the development of land use
 
plans, from aerial photos and on site soil sur-eys, from which the specific
 
designs of terraces, waterways, drop structures, small dams and similar
 
treatments can evolve. The conservation component, working with other project
 
technicians, will also establish appropriate crop practices for use on the
 
land.
 

The cost estimates shown in the Table in Section VI B have been
 
based on: 1) the professional judgment of soil conservation officers of
 
AID and the IBRD; 2) a review of the costs of some previous U.K. financed
 
conservation construction in Lesotho and 3) experience of the IBRD in
 
similar activities on a project in Malawio Detailed designs will become
 
available as the project progresses, While there may be a requirement to
 

shift some funding within the various sub-categories, the overall cost
 
estimates are expected to be reasonably firm.
 

Because of the nature of the project precise detailed engineering cost 
studies are not possible. Equipment requirements are based on estiu"ates of 
the number and type of structures to be built in the project area and calcu­
lations of the cubic feet of earth to be moved. Operating and maintenance 
costs are derived from unit cost estimates of equipment operating hours.
 
It is common practice in conservation construction to estimate costs in this
 
manner. 

3. Implementation Procedures
 

All of AID's inputs into this project will be made through the usual 
bilateral project agreement between the Government of Lesotho and AID and 
will be subject to AID regulations. The Bank will have seen and concurred 
in the Agreement prior to signature. Project technicians wirll be obtained 
through our usual intermediary recruitment contractors with the usual 
PIO/T project documentation. Participants will be handled in the regular 
way. The equipment will all be U.S. procured. A PIO/C will be issued and 

bids will be invited either by the GSA or the African American Purchasing 
Center. 

Special provisions will be contained in the Project Agreement for
 
the administration of funds being provided by AID to cover local costs of 
the project. (See Draft ProAg attached as Appendix 2). While the Bank 
financed Project Manager, as administrator of the Project Unit will have 
responsibility for administering the Thmds, their disbursemeht rill be con­
trolled through our advance and reimbursement procedure which will require 
submission of a quarterly accounting supported by documentation available 
for ourinTxrztion and review. The Project Manager will be assisted in 
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this responsibility not'only by the AID financed Conservation Officer aho
 
is responsible for the conservation component of the project, but by his 
finance and aclhiznistration unit which includes a financial controller, 
accountants and monitoring and evaluation officers. The financing of annual
 
increments through the ProAg affords an opportunity for annual AID/W re­
viewing of requirements and evaluating experience to date. AID will also 
retain the right to audit the project, as will the IDA.
 

4. Utilization of Innuts
 

Equipment procured under this activity will be maintained by a
 
maintenance/training unit within the Project. During the life of the project
 
it will remain under the direct supervision of the AID financed project 
officers. The mechanical superintendent who wrill be responsible for the 
operation and maintenance of the equipment will work with and train local
 
staff in general maintenance. Major repair capability is not being built
 
into the Project. Such a capability is available in the local economy and
 
repairs will be provided by local South African equirment dealers. Even
 
though the equipment to be procured by AID for this Project is essentially
 
all heavy duty construction equipment and the equipment to be procured by the
 
IDA loanare largely agricultural tractors/tools or vehicles, procurement will 
be coordinated to the extent feasible to assure local repair capabi lity. The
 
IDA equipment and AID provided equipment will be procured from suppliers with
 
nearby repair and service facilities.
 

The Ministry of Agriculture Conservation Division and the Ministry 
of Works bozh now operate similar types of heavy duty equipment. It is 
expected that the Project provided training in maintenance and in equipment 
operation will strengthen existing GOL capacity. Wnile most of the equip­
ment is exoected to be utilized ata rate that will enhance its useful 
life, at the conclusion of the Project the GOL will have established a 
strengthened technical and financial capability to continue to support the 
use of such equipment in regular GOL conservation programs. 

Since the Project will become an integral portion of the structure 
of the GOL, it is expected that staff trained on the conservation component 
of the Project w.riJi be utilized by the MOA on regular conservation programs 
of the GOL at such time as Thaba Bosiu conservation components are completed. 
Appropriated funding provisions for staff salaries and operating costs will 
be assumed by the GOL at such a time. Both during the life of the Project
 
and after its completion, conservation structures such as regular or diversion
 
terraces. fenced gallies, drop structures, waterways and small dams are ex­
pected to be maintained by the local farmers and such agreements are part 
of the'conditions of the IDA loan agreements and the AID project agreement. 
As the project is designed minimum maintenance in crop extraction roads will 
be provided by farmers using the road. Major repairs will be performed by 
the GOL, by either the MOA conservation unit or MOW roads unit. 

Project implementation will be accomplished in an orderly planned
 
sequence. The initial plan (Appendix 2) includes detailed action steps
 



beginning with the GOL passing legislation establishing the project organi­
zation and carrying through to the end of the first year rith the preparation
 
of land use and soil capability maps. Included in the plan are: selection
 
of initial and sequcnnial areas for implementation; plans for markets; procure­
ment of seeds, fertilizer, tractor.F,tools, training of field staff, develop­
ing land use plans-ad preparing detailed designs of conservation structures.
 
The subsequent yea.rs' plan is shownl only in outline. The IBRD/IDA appraisal
 
report shows a phased schedule of farmer participants and acres of land during
 
the life of the Project. Specific sites for initial and subsequent field
 
headquarters offices and warehouses will be established by the Project manager
 
in coordination with the Project committee.
 

5. Other AID Inputs
 

In addition to the direct Project inputs nr included in the PROP,
 
AID plans to finance a two-man research team to carry out a continuing study
 
of the agronomic and socio-economic aspects of project performance. This 
research is considered essential for project evaluation and feed back
 
modification and for determination of prospects for transfer to other parts
 
of Lesotho. The team consisting of a range management/agronomist and a
 

ur=a Soziolciz'to?tojthet.'~ i-:l.COb, rocon b"! . .'r ° by AID to t.1 LC'S.2hOz-d bi- coded*d 

to ih j Th.. COL :'.-.."' 'ill hve a bult L. .. 
mech-,ni=n by , rov,' or]. J2" .nsof v' of resenrch aznd 

-ch o ..r ez"o r., he r--e-v ed by .7 ccntra.ctima et, 
The costs of the team are e:zoccted to be shared by this project and TAB's
 
Local Action Guidance and Implementation project. A PROP amendment wil
 
be submitted when administrative, project and funding arrangements for this 
activity have been completed.
 

Also important to the success of the Thaba Bosiu project is the 
strengthening of the GOL's overall capability in soil conservation. To 
this end AID is financing under the Southern Africa Development Personnel 
and Training project two positions in the IMinistry of Agriculture--the 
Chief Conservation Officer and Soil Surveyor. They will work closely writh 
the project personnel arid provide a foundation for existing GOL staff to 
assume responsibility for soil conservation in the Thaba Bosiu area after 
project completion and for planning similar projects in other areas of 
Lesotho. 

E. Logical Framework Matrix - Discussion of Important Assumptions 

Included among the INPORTAlT ASSUMPTIONS of the attached PROP
 
Logical Framework Matrix, five areas of concern stand out:
 

1. Credit, Marketing and Crop Pricing Policies of the GOL
 

At this time the GOL is proceeding very cautiously with pro­
vision of credit services and no government institution is yet ready to
 
provide them to the project. The GOL has also not yet clearly defined or
 
established its marketing and pricing policies. As a result of these
 



conditions, the negotiations with the GOL by the IDA will provide the follow­
ing within the project afea:
 

a. Input supply, credit and marketing will be coordinated under
 
the firm control of the project manager.
 

b. The project unit will act as agent for Co-Op Lesotho (CCL)
 
in performing thee functions. 

c. Tht GOL will inform the IDA of its proposals for national.
 
*,prc',de marketing prior to project negotiations. 

2. 	Unilateral Actions by the Republic of South Africa ,Thich Could
 

Limit or Restrict Produce Sales
 

It is clear that modest shifts in production subsidies or other
 
central government programs in the RSA could have significant undesirable
 
effects on sales of Lesotho agricultural products since they sell waithin
 
the same conmon market. However, it does not seem to be a likely course
 
of action to ex-pect from the RSA since they would be contrary to its general
 
policy toward relations with Lesotho. The undesirable political effect
 
as well as the relatively small amount of produce involved (in terms of the
 
RSA's share of the common market) should deter the RSA from such actions.
 

3. 	GOL Manpower
 

Manpower is a problem of serious concern for the GOL as it is
 
with others of the "least developed" countries. The Ministry of Agricul­
ture has very fea professional or middle level technicians. Underta""in
 
this project will restrict their ability to simultaneously provide coun'.ter­
pa-.t junior officers. trainees and participants for other projects. While 
the 	IBRD/IDA Appraisal Mission Report indicates priority to this Project
 

for 	staff selection and/or secondment, the AID-GOL ProAg will stress and
 
spell out in detail the GOL's responsibility in this respect and the Bank
 

and 	AID agree that a strong point be made on this issue during !DA-GOL-AID
 

final negotiations.
 

4. 	 Establishment of an Effective Institutional Base for the
 
Thaba Bosiu Project
 

-The IBPD/IDA Report contains conditions precedent that IDA-GOL
 

agreements be worked out to provide the Project with the required govern­
mental institutional capability and organizational flexibility to muszer
 
and 	manage resources effectively. The Project Unit, as part of the
 
organization structure of the Ministry of Agriculture of the GOL, therefore,
 
will have built-in institutional/operational linkage with other divisions
 

of the Ministry as well as with other Ministries of the GOL. We can further
 
expect, and will note in the ProAg, that staff trained by the Project, and
 
administrative/technical skills developed can be directly absorbed into the
 

MOA 	as the Project phases out and can be harnessed to assist in carrying
 
out 	the on-going objectives of the project.
 



10. 

5. 	 Acceptance bM,,Farmers, Chiefs and Government of the New 
Soil Conservation Farin Toe~nolo,, 

The 	Project Appraisal Report includes several conditions for
 
agreement with the GOL which will provide a workable goverment estab­
lished frwaework im which the Project staff can work with rural people 
and chiefs to adopt new systems of farming and livestock management. 

It is refreshing to see that there are significant changes,
 
both in attitude aund in practice. New farming systems are now being
 
tested, experimented with and being ridely discussed in Lesotho. Group
 
or association farming is being attempted; a few people are permitted 
to fence livestock nastures, and in the Roma area, a large tract is 
being farmed by private citizens in a consolidated fashion. 

The inclusion of related social science research as an element
 
in support of the Project is a further endeavor to address these issues
 
of land/people/cattle relationships.
 

While it wil be a slow and tedious development based on what 
is kno n,and observed now, it is believed that the integrated farming 
concept, which includes proper soil conservation system farming, has 
a good chance of success.
 



TIMBA BOSIU RUP.L DE.rBLOF*.7h POJECT 

VIY, SOU7RCE A:,-0 ORIG-IT iRCCU.RIJP 

A. Identification of W.tivers and Approval 

The PROP face sheet and continuation lists the follo;ing request
 
for waivers and caorovals and contiins the necessary certification
 
to effect such waivers and ,.pnrovals: 

(a) A procurement source and origin waiver frozi Geographic Code 
000 (U.S.) to Geographic Code 935 (Lezotho and South Africa): 

(i)va fora equir4Ment, ccr=odities,-1 and local services, at anestimatedC u - 95 
estimated value of ?>,5,O0~0 representing local cost procurement reouire­
ments to perform the conservation works under the project. 

(ii) for ec'!n'-nt and cc'modities and construction services 
at an esti:atd value of 2170,CO0 for the construction of houses, office 
space, and gara e space. 

(iii) for services val!uing at approximately $145,000 to per­
forr ::Ior rcpirs of heawr ecuir-ent. 

(b) A i:avcr of AD ,egaulation 7 thus removing restrictions on 
the cmployment cf third country nationals on the construction contracts 

financed by AID. 

In addition, the following approvals are requested: 

(a) Approval of the use of norval established Government of 
Lesotho procedure for the co.oczitive selection of donstruction firms 
for building the houses and other structures financed by AID. 

(b) I.pproval of the use of AID financed local currency (atprox­
im-ately $4.5'qO-,Cco) to .ay salcries of local citizens, ho will staff 

the quasi-govern-.,:ntal ogency empoercd to minage the project. 

B. Suir-ary aiver infor .- tion 

(a) Cooperating Country: Lesotho (IBRD) 
Sb) Authorizing Document: 1rOP (proposed) 
c) Project: Thaba Bosiu flu'al Development Project 

(d) 1;ature of Funding: Grant 
(e) Description of Gools and Services: (see above) 
(f) ApproziJ:a.te Total Vcluo: $1,730,000 
(g) lrcobabie source: Lcsotho and 1Republic of South Africa 
(h) P rcvious irunding: None 



C. Discussion
 

1. Gencral mustification 

Refereice is made to Section VII B.of PROP which discusses the 
overel-. need and justification for local currency financing for this 
project. In addition the following points should be considored. The
 
success of theproject would be seriously jeopardized .1ithout approval 
of tha requestcM vaivers. The procurement from the U.S. of the small 
quantities of sim-all equipment and matcrials involved would result in 
intolerable delays in project implementation, in addition to sub­
stantially increasing the cost of these items and creating problems of
 
compatibility with locol staundards and specifications. (All heavy 
equipmant and Ino.:,n smpll cquipment requirements are being procured 
from the U.S.) Ko U.S. firms normally eligible under AID rules would 
be exnected on s emount or equipmentto bid the a--l of construction 
repair work contcmplated. In view of our joint, interdependent pro­
ject relationship ith the Bank and discussions to date -irth the GOL 
and the essential nnturc of our input to this project, it would be ' 
untenable for AID to require that our funmis be used only for goods of 
US. origin excluzively and services of U.S. or U.S. benefically
 
owned or controlled finns. In fact, without freedom froz the normal 
AID requirements outlined above, it vould be practically impossible 
to paxticiplto in this project. 

2. Specific Ites 

a. Housinr and Worhshop Building and Office ($170,000) 

i. The GOL is not able to provide housing for our project 
personnel.
 

ii. Financing for the construction is not available from 
any other source, 

iii. Local firms who would be bidding on this construc­
tion ould in Pll probability require the services of some third 
country nactionals to handle the technical aspects of the construction. 

iv. Includes 3 Ty-e A houses to be reserved for use of 
U.S. personnel and 1 Type B, 2 Type C and 3 Type D houses for local staff. 
Also includes a workshop with attached office. 

v. Customary Lesotho government contracting procedures will 
apply.
 

b. Locai Project Staff Salaries ($450,OO0) 

Covers the salaries of local people who will fill the 

various jobs included in the Project (Conservation) Staff which are not
 

designated for U.S. technicians (see Table in Section VI A). 

C. Seedlings ($50,000) 

Procurement of 1.5 million tree seedlings required for
 
soil erosion control work to be grown locally.
 




