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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON 	 D C 20523 

ACTION MEMORANDUM TO THE ASSISTANT ADMINISTRATOR FOR AFRICA
 

FROM: 	 AFR/PD, Carol Peasleyc e0l
 
SUBJECT: 	Lesotho Agricultural Policy Support Program
 

(632-T-601, 690-T-601 and 632-0224)
 

PROBLEM: To approve a $15 million Lesotho Agricultural Policy
 
Support Program (LAPSP) consisting of $12.75 million in dollar
 
disbursement non-project assistance and $2.25 million in
 
project assistance. The $2.25 million in project assistance
 
and $7.75 million of the non-project assistance will be funded
 
from the 	Sub-Saharan African Development Assistance (DFA)

appropriation and the remaining $5 million in non-project
 
assistance wi. oze funded from the Southern Africa, Development
 
Assistance (SADCC) appropriation.
 

BACKGROUND: The goal of the Lesotho Agricultural Policy
 
Support Program (LAPSP) is to make more productive and
 
efficient use of Lesotho's domestic resources in crop
 
agriculture and livestock through a process of policy reforms
 
and implementation. The purposes of LAPSP are two fold:
 

l/ To open the agricultural input marketing system to
 
facilitate competition among suppliers, increase input
 
availability to producers and reduce the budgetary cost to
 
the government of interventions in the system; and
 

2/ To reduce the overstocking of livestock (cattle, sheep
 
and goats) on fragile rangelands, thereby bringing into
 
closer balance herd size and grazing potential; inducing
 
livestock owners to take into account the costs and
 
benefits 	of open grazing; and increasing the efficiency
 
and competitiveness of the livestock marketing system.
 

To accomplish these purposes, LAPSP proposes to support the
 
Government of Lesotho's (GOL) adoption and implementation of a
 
set of policy reiorrs which focus on:
 

1/ divestiture of government interests in Coop Lesotho; 

2/ transfer of Coop Lesotho to the private sector, 
including farmer-managed cooperatives; 

3/ elimination of fertilizer subsidies; 

4/ implementation of 
and 

the new national livestock policy; 

5/ implementation of the grazing fee program and
 
complemenlary market reforms.
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The first three policy reforms are aimed at increasing the
 

availability, diversity and efficient delivery of agricultural
 
inputs in order to increase overall agricultural productivity.
 
The last two reforms are aimed at enacting new policies, as
 
developed by the GOL with USAID assistance, in the livestock
 
sub-sector for range conservation, livestock marketing,
 
livestock production and animal health. Thus LAPSP both stems
 
from and complements USAID agricultural projects which have as
 
objectives improved farming and livestock production techniques
 
and improved agricultural planning. The proposed program is
 

expected to improve incomes of the rural population,
 
predominately women, and enhance natural resource conservation
 
efforts.
 

The proposeu 1j:,-jram will complement the GOL's efforts, with
 
assistance from the IMF and the World Bank, to: (a) expand and
 
diversify its domestic production base through increased
 
private investment, (b) strengthen export promotion and import
 
substitution efforts, and (c) reduce its budget deficit to a
 
manageable level. LAPSP focuses on a subset of key policies
 
that are expected to be part of the structural adjustment
 
program put together by the GOL with the IMF and the World Bank.
 

As shown in the Financial Summary (page 4), LAPSP is designed
 
as a $15 million package: $12.75 million in non-project sector
 
assistance and $2.25 million in projectized assistance. The
 
non-project assistance portion of the program includes two
 

components: Agricultural Input Reform and Livestock Management
 
Reform, with dollar disbursements totalling $4.25 million in
 
three tranches and $8.5 million in four tranches for the
 
respective components. Disbursements are phased over three to
 
four years and are progressively higher each year in order to
 
provide incentives for implementation of the reforms. The
 

$2.25 million in project activities is to provide management
 
and technical support to the program, specifically: a resident
 

technical assistance team consisting of two specialists, one to
 
support the implementation of each of the two program
 
components ($1,100,000); a USAID Management Assistance Team
 
composed of a program economist, program assistant, secretary
 
and logistical support ($500,000); and a series of studies and
 
short term activities essential to implementation of the
 
program and monitoring program impacts ($650,000).
 

Specific task forces in the Ministry of Agriculture (MOA) will 
be primarily responsible for day to day implementation of the 

program. A Program Secretariat, consisting of the two-person 
technical assistance team dnd supporting staff, will be 
established in the MOA to assist in the preparation of 
documentation and overall coordination of program 

implementation. The Ministry of Planning (MOP), which is 
responsible for coordinating all GOL policy initiatives, will 

have the lead role for Program Management and provide guidance 

to other GOL nistries as required. USAID will exercise 

L 
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overall program monitoring and evaluation responsibilities as
 
well as collaboratively reviewing and approving work plans,
 
program status and actions proposed by the GOL.
 

DISCUSSION: The ECPR for LAPSP was held on February 19, 1988
 
and chaired by DAA/AFR, E. Saiers. The ECPR found the program

to be innovative, sound and appropriate. LAPSP was seen as
 
addressing much needed natural resource conservation issues in
 
Lesotho and promoting development of an economic growth model
 
based on less government intervention and activation of latent
 
private sector potentials.
 

The ECPR concurred in the proposed $15 million funding level;
 
however, only $10 million could be made available from the
 
AEPRP component of the Sub-Saharan, Development Assistance
 
(DFA) appropriation. Given Lesotho's membership in SADCC and
 
its lead responsibility for SADCC's soil and water conservation
 
activities, the ECPR recommended seeking inclusion of the final
 
two phases of LAPSP's Livestock Management component in SADCC's
 
program so that they could be funded from the Southern Africa,
 
Development Assistanc (SADCC) appropriation. The final phases
 
of LAPSP's livestock component call for implementation of the
 
first two years of a national grazing fee system. This system
 
can serve as a pilot case for a model which could be replicated

by SADCC members in their livestock-related natural resource
 
and soil conservation efforts.
 

The ECPR recommended that the LAPSP program be approved at the
 
proposed level of $15 million: $12.75 million in non-project
 
sector assistance and $2.25 million in project assistance
 
subject to: 1/ inclusion of the $5 million livestock component
 
in SADCC's program; 2/ revision of the cash disbursement
 
mechanism to reflect dollar disbursements with local currency
 
generations; 3/ elimination of the Technical Organization Unit
 
sub-activity; and 4/ revisions and elaborations in the text
 
including: a/ incorporation of an illustrative list of actions
 
needed to reach the program objectives; b/ specification of
 
indicators for desired outcomes at the macro as well as micro
 
level which will enable monitoring and evaluation activities to
 
assess whether program adjustments are needed; c/ a clear
 
differentiation between project and non-project assistance
 
elements; and d/ a description of the 25 percent host country
 
contribution.
 

Subsequent to the ECPR, the PAAD was modified by USAID/Lesotho
 
to incorporate all the revisions and elaborations called for by
 
the ECPR including DFA/AEPRP funding of $10 million and $5
 
million in SADCC funding for the last two phases of the
 
Livestock Management component. These revisions were reviewed
 
by the technical, legal and administrative offices in AID/W and
 
found to be satisfactory. The requisite inclusion in SADCC's
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program was obtained when the SADCC Council of Ministers of
 
Agriculture met in Arusha during the week of May 9, 19e8 and
 
formally included the $5 million of the LAPSP livestock
 
component in the approved SADCC/Lesotho project entitled
 
Combatting Desertification, Integrated Development and
 
Conservation of Land and Resources in Southern Districts of
 
Lesotho.
 

Financial Summary
 

Assistance 
 Total FY88
 
Components (PA/NPA)* 	 DFA/AEPRP SADCC Obligation
 

Technical Assistance (PA) $ 2.25 million $ 2.25 million 
Agricultural Input Reform (NPA) 4.25 million 4.25 million 
Livestock Management Reform (NPA) 3.50 million $ 5 million 8.50 million 

Total 	 $10.00 million $ 5 million $15.00 million 

* 	 PA - Project Assistance
 

NPA - Non-Project Sector Assistance
 

As required by the ECPR, the cash disbursement mechanism for
 
the non-project assistance component of LAPSP was restructured
 
to reflect dollar disbursements with local currency

generations. Thus, prior to disbursement of non-project
 
assistance funds, the GOL will establish special local currency
 
accounts, one for each component of the program, in which the
 
GOL will deposit the Maloti equivalent of the dollar amount to
 
be disbursed. The local currency in these special accounts
 
will be used for activities in support of LAPSP policy reforms
 
as prioritized in the PAAD. A tracking system has been
 
designed for the local currency generations but not for the
 
dollar disbursements to the GOL.
 

The PAAD satisfies the requirements of FAA Section 611(a). The
 
conditions precedent (CP) for disbursement, as per the attached
 
PAAD Facesheet, provide clear benchmarks for phased policy
 
adoption and implementation of the LAPSP program.
 

In accordance with the provision of the Foreign Assistance
 
Appropriation Act, 1988, appropriating Sub-Saharan Africa,
 
Development Assistance funds, and Implementing Procedures
 
approved by AA/AFR on April 1 and 4, 1988, Code 935 is
 
authorized for procurement under the project assistance
 
component. The PAAD contains a DFA Procurement Plan for this
 
component which should result in at least 58% of the
 
procurement from the United States. A.I.D. procurement rules
 
do not apply to GOL procurement financed by GOL-owned currency

deposited in the Special Local Currency accounts or to the
 
dollar disbursements.
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An Initial Environmental Examination (IEE) recommending a
 
categorical exclusion was approved by the Bureau Environmental
 
Officer on October 29, 1988.
 

A Congressional Notification (CN) for $15 million in DFA and
 
SADCC funds was forwarded to Congress on May 13, 1988, and the
 
waiting period expired without objection on May 28, 1988.
 

RECOMMENDATION:
 

(A) That you sign the attached PAAD facesheet, thereby
 
approving $12.75 million in non-project assistance for the
 
Lesotho Agricultural Policy Support Program, of which $7.75
 
million (632-T-601) will come from the Sub-Saharan, Development
 
Assistance (DFA) appropriation and $5 million (690-T-601) from
 
the Southern African Development Assistance (SADCC)
 
appropriation.
 

(B) That you sign the attached Project Authorization,
 
thereby authorizing $2.25 million of Sub-Saharan, Development
 
Assistance (DFA) funds for the Lesotho Agricultural Policy
 
Support Program Support Project (632-0224).
 

drafted: V~vian'~v' 5/19/88:eld:4107L 

Clearances: 
DAA/AFR:WBollinger \PQA- \ 
DAA/AFR:ELSaiers / 
GC/AFR:MAKleinjan %*'1\ s1-'j 
AFR/SA:BSandoval (draft) 
AFR/DP/PAR:JWolgin (draft) 
PPC/PB:RMaushammer (draft) 
AFR/PD:JGraham (draft) 
PPC/EA:ABatchelder (draft) 
AFR/PD:PThorn (draft) 
STATE: AF/S:JPerry (draft) 



CLASSIFICATION: 
AIU 110-1 I. PAAO NO.
 

f8-66) DEPARTMENT OF STATE 632-T-601, 690-T-601
 
AGENCY FOR 3. COUNTRY
 

INTERNATIONAL DEVELOPMENT LESOTHO
 

3. CATEGORY
 

PAAD PROGRAM ASSISTANCE Dollar Disbursement Grant 
APPROVAL DOCUMENT Agricultural Policy Support Program 

4. DATE 

May 17, 1988
 

S. TOt 6. OYb CHANGE NO. 

Charles L. Gladson 
Assistant Administrator ,. OYINCREASK--au : . ... . $12,750,000
Bu~ufor Africa 
Jesse L. Snyder TO BE TAKEN FROMSub-Saharan Africa (DFA)an 
Director, USAID/Lesotho outhern African CSADCCI Development 

3SAS -13 -G g 5,000,1
0stance
9. APPROVAL REQUESTED FOR COMMITMENT OF: 10. APPR PRIATION-- ALt8W N AT 

S12,750,000 3SSA-88-31632-KG39 $P,750,000
 
II. TYPE FUNDING 12. LOCAL CURRENCY ARRANGEMENT 113. ESTIMATED DELIVERY PERIOD 14. TRANSACTION ELIGIBILITY 

°DPD Approval Date
E]LOAN (OGRANT- EJINFORMAL M]FORMAL E"NONE June 1988-April 199 
I9. COMMODITIES FINANCED 

16. PERMITTED SOURCE 17. ESTIMATED SOURCE 

U.S. only: U.S.: 
Limited F.W.: Industrialized Countries:
 

Free World: Local:
 

Cash: $12.75 million °th_llar-Disbursements_ -$12.75....
 
million
 

I. SUMMARY DESCRIPTION 

1. The attached PAAD contains justification for, and this facesheet
 
approves, a $15 million grant program in support of a package of policy
 
reform in Lesotho designed to Ca) divest government interests in Coop
 
Lesotho from the Ministry of Agriculture to the private sector, (b)
 
eliminate fertilizer subsidies, and (c) implement the new National
 
Livestock Policy Program. The program provides $12.75 million in dollar
 
disbursements, which this PAAD facesheet approves for obligation, and
 
$2.25 million in project assistance. $5 million of the dollar disbursement
 
will be funded from the Southern Africa, Development Assistance CSADCCI
 
appropriation and will support tranches 3 and 4 of the Livestock
 
Management component. The remaining $7.75 million of the dollar
 
disbursements will be funded from the Sub-Saharan Africa, Development
 
Assistance (DFA) appropriation and will support the other tranches.
 

AFR/CQNT, RKING le, ,(I:y. 61104 _________________ 

Is.CLEARANCES 20. ACTION
.D)AA/AFR. WBollinger kl AROVED L,] DIAPPROVEDCR A l 

P2UR, Rallhamme-T IzDATE 

M,/FwM/PAFD, ESOwens. / / / Afi
 

lit,& e .1 ACssista t m Africa 

CLASSiFICATION: 



(Continuation of Face Sheet)
 

2. Dollar disbursements will be made to the GOL in two
 
parallel phases: three tranches totalling $4.25 million for the
 
Agricultural Input component ($.5 million for tranche one; $1.0
 
million for tranche two; $2,75 million for tranche three); and
 
four tranches totalling $8.5 million for the Livestock
 
Management component ($1.2 million for tranche one; $2.3
 
million for tranche two; $2.5 million for tranche 3 and $2.5
 
million for tranche four). Release of the dollar disbursements
 
will be made subject to fulfillment of the conditions precedent
 
(policy reforms) contained in paragraph 4 below.
 

3. The GOL will deposit into Special Local Currency accounts
 
local currency (Naloti) in an amount equal to the dollar
 
disbursements. This local currency, which will be GOL-owned,
 
will be programmed in support of the policy reforms undertaken
 
under the program, in the order of priority contained in
 
covenant 6c below.
 

4. Conditions Precedent to Dollar Disbursements
 

A. Initial Disbursement.
 

Prior to the first disbursement of dollar disbursements under
 
the grant, or to the issuance of documentation pursuant to
 
which such disbursements may be made, the GOL shall furnish to
 
A.I.D., in form and substance satisfactory to A.I.D., except as
 
A.I.D. may otherwise agree in writing:
 

(1) A statement representing and warranting that the named
 
persons have the authority to act as the representative or
 
representatives of the GOL pursuant to the following:
 

(a) Disbursement of local currency; and
 

(b) Official correspondence regarding the Grant
 
together with a specimen signature of each person
 
certified as to its authenticity.
 

(2) Evidence of creation of a Secretariat by the Ministry
 
of Agriculture to assist in program implementation;
 

(3) Evidence of establishment in the Central Bank of
 
Lesotho of a Special Local Currency Account for the
 
Agricultural input Component and anot:.er for the Livestock
 
Management Component for the deposit of local currency in
 
an amount equivalent to the U.S. Dollar disbursements to
 
be provided to the GOL under the Grant; and
 

(4) Evidence of appointment of the Program Coordination
 
Committee (PCC) and Component Task Forces for Agricultural
 
Input Supply and Livestock (CTF).
 

http:anot:.er


B. The Agricultural Input Component
 

Prior to the disbursement of each tranche of dollar
 
disbursements for the Agricultural Input component, or to the
 
issuance of documentation pursuant to which such disbursement
 
may occur, the GOL shall furnish to A.I.D., in form and
 
substance satisfactory to A.I.D., except as A.I.D. may
 
otherwise agree in writing, evidence that the GOL has:
 

(1) Ag Input Component - Phase One
 

(a) Facilitated and supported the development of an
 
open and competitive market for the supply of
 
agricultural inputs.
 

(b) Developed and approved an implementation plan for
 
and commenced implementation of its announced
 
commitment to the progressive removal of all
 
subsidies on fertilizers starting with the 1988-89
 
crop season.
 

(2) Ag Input Component - Phase Two
 

(a) Undertaken progressive divestiture by Coop
 
Lesotho of its retail sales outlets and lock-up
 
stores to private sector input suppliers, including
 
primary and secondary cooperatives, private sector
 
input suppliers and general traders, with the
 
objective of reducing Coop Lesotho's role to that of
 
a true cooperative input wholesaler in competition
 
with other private sector suppliers.
 

(b) Established a program to be funded out of the
 
Special Local Currency Account to ease the transition
 
of redundant Coop Lesotho personnel into other
 
employment.
 

(c) Implemented phase one of the plan to eliminate
 

fertilizer subsidies.
 

(3) Ag Input Component - Phase Three
 

(a) Completed the divestiture of Coop Lesotho's
 
retail outlets and lock-up stores.
 

(b) Completed withdrawal of the GOL as a shareholder
 
in Coop Lesotho.
 

(c) Implemented the final phase of the plan to
 
eliminate fertilizer subsidies.
 

.4;
 



C. The Livestock Management Component
 

Prior to the disbursement of each tranche of dollar
 
disbursements under the Livestock Management component, or to
 
the issuance of documentation pursuant to which such
 
disbursement may occur, the GOL shall furnish to A.I.D., in
 
form and substance satisfactory to A.I.D., except as A.I.D. may
 
otherwise agree in writing, evidence that:
 

(1) Livestock Management Component - Phase One
 

MOA has prepared and the GOL Cabinet has approved a
 
comprehensive implementation plan for the National
 
Livestock Development and Resource Management Policy
 
enunciated in September 1987. The policy implementation
 
plan must cover the areas of resource management,
 
livestock marketing, and livestock production and animal
 
health.
 

(2) Livestock Management Component - Phase Two
 

The GOL has:
 

(a) Established and approved an implementation plan
 
for and completed all preparatory steps toward
 
installation of a national grazing fee system.
 

(b) Established and adopted an implementation plan to
 
restructure and broaden the system of livestock
 
marketing in Lesotho to allow for:
 

(1) Greater private sector participation in all
 
phases of livestock marketing;
 

(2) A larger volume of exports of live animals
 
and livestock products to the RSA; and
 

(3) A greater degree of NAFC plant utilization
 
as demonstrated by increased numbers of local
 
livestock products handled.
 

(3) Livestock Management Component - Phase Three
 

The GOL has implemented the first year of operations under
 
the national grazing fee system, including collection of
 
grazing fees and allocation of grazing fee revenues.
 

(4) Livestock Management Component - Phase Four
 

The GOL has implemented the second year of operations of
 
the natinal grazing fee system.
 



5. 	 Conditions Precedent to Disbursement of GOL-Owned Local
 
Currency Deposited in the Special Currency Accounts
 

No funds shall be released from the Special Local Currency
 
Accounts until criteria and procedures for approving
 
allocations to projects or activities determined to be eligible
 
recipients of local currency financing have been mutually
 
agreed to in writing by the GOL and USAID, except as A.I.D. may
 
otherwise agree in writing.
 

6. 	 Covenants
 

The GOL shall covenant that, except as A.I.D may otherwise
 
agree in writing:
 

A. The GOL shall not in any way discontinue, reverse or
 
otherwise impede any action it has taken in satisfaction of any
 
condition precedent to disbursement set forth herein.
 

B. Pursuant to Condition Precedent 4A(3) above, the GOL
 
will establish in the Central Bank of Lesotho a Special Local
 
Curreacy Account for the Agricultural Input Component and
 
another for the Livestock Management Component and deposit
 
therein currency of the Government of Lesotho in a total amount
 
equivalent to the U.S. Dollar disbursements to be provided to
 
the GOL under the Grant. The GOL and A.I.D. shall agree in
 
writing on the exact apportionment of the local currency
 
deposits between the two Special Local Currency Accounts. The
 
GOL shall deposit the Maloti equivalent of each Dollar
 
Disbursement into a Special Local Currency Account prior to the
 
disbursement by A.I.D. of that Dollar Disbursement. Funds in
 
the Special Local Currency Accounts may be used for such
 
purposes as are mutually agreed upon in writing by the GOL and
 
USAID.
 

C. The Special Local Currency Account shall be used only
 
to finance the following in order of priority:
 

(I) Activities or projects contributing to the
 
implementation of the policy changes in the agricultural
 
and livestock sub-sectors proposed under the LAPSP and
 
necessary to the accomplishment of Conditions Precedent
 
for a subsequent Policy Reform Phase;
 

(2) Activities or projects contributing directly to the
 
implementation of the policy changes in the agricultural
 
and livestock sub-sectors proposed under the LAPSP but not
 
necessary to the accomplishment of Conditions Precedent
 
for a subsequent Policy Reform Phase;
 

(3) Recurrent or local costs of A.I.D.-financed
 
agricultural or livestock projects;
 



(4) Recurrent or local costs of other donor-financed
 
agricultural or livestock projects which complement or
 
supplement A.I.D. projects; and
 

(5) Extension or continuation of activities or projects
 
under implementation in the agricultural or livestock
 
sub-secturs which will contribute to the rapid increase in
 
the productivity and income growth of the rural population.
 

D. It shall maintain and cause recipients of funds from
 
the Special Local Currency Account to maintain, in accordance
 
with generally accepted accounting principles and practices
 
consistently applied, books and records relating to the Special
 
Local Currency Account. It shall grant or cause such
 
recipients to grant to A.I.D. or any of its authorized
 
representatives the right to inspect such books and records'at
 
all times as A.I.D. may reasonably require. Such books and
 
records shall be maintained for at least three years after the
 
date of the last disbursement by A.I.D. under the LAPSP Grant.
 

E. It shall refund to the Special Local Currency Account
 
any local currency not used for purposes agreed upon by A.I.D.
 
and the GOL.
 

F. The local currency provided by the GOL for the Program
 
in accordance with this Agreement shall be considered as
 
additional budgetary resources for the Agricultural and
 
Livestock Sectors segregated in two Special Accounts and shall
 
not be a substitute for the GOL's existing budgetary resources
 
for these Sectors.
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON, D.C. 20523 

PROJECT AUTHORIZATION
 

Name of Country: Lesotho
 

Name of Project: Agricultural Policy Support Program Support
 

Number of Project: 632-0224
 

1. Pursuant to sections 103-106 of the Foreign Assistance Act
 
of 1961, as amended, and the section of 
the Foreign Assistance
 
Appropriations Act, 
1988 entitled "Sub-Saharan Africa,

Development Assistance", I hereby authorize the Lesotho
 
Agricultural Polic. Support Program Support project 
(the

"Project") for Lesotho (the "Cooperating Country") involving

planned obligations of 
not to exceed Two Million Two Hundred
 
Fifty Thousar7 r.-ited States dollars ($2,250,000) in grant

funds over a one 
year period from date of authorization,
 
subject to the availability of funds in accordance with the
 
A.I.D. OYE/allotment process, to help in financing foreign

exchange and local currency costs 
for the Project. The planned

life-cf-project (PACD) is 
four years and eleven months from the
 
initial date of cbligation, except as A.I.D. may otherwise
 
agree in writinc.
 

2. The Projrct ] rrov 
P technical assiste.nce and 
logistical support for the Lesotho Agricultural Policy Support
 
Prociran.
 

3. Commocities financed by A.I.D. under the Project shall have

their source anc origin in countries included in A.I.D.
 
Geographic Cod 935, cccc-r-t as 
A.I.D. nay otherwise acree in
 
writinc. Excelpt for ocean 
shipping, the suppliers of
 
comrrodicties 
or services shal.l have countries inclu6ed in A.I.C.
 
Geocraphic Cotc 95 as 
their place of nationality, except as

A.I.D. rray otherwise acree in writing. Ocean shipping financed 
by A.I.D. unc&r the 1rcject shall, except as A.I.D. may

cthnerv,i_-
 acree il .ritin, be financed only on flag vessels of 
countries included in A.I.D. Geographic Code 935.
 

Ckarles Gladson 
Assistant Administrator
 

Bureau for Africa
 

Clearances: ./
DAA/AFi :LE&icr -4,Date s /'
AT/!,IS.: F is c ,cr Date
 
AFRPD:CPea.%Iev G Date S//'
A~i./i-/iSA-:V, I __ __19/A -_.Date
DAA/AFRPc-r Fp. :I". qllinger 5 0'1.e Dt" 



LIST OF ACRONYMS
 

AID Agency For International Develooment
 
BASP Basic Agricultural Services Program

CIF Customs, Insurance and Freight
 
CMA Common Monetary Authority
 
CTF Component Task Force
 
DDC District Development Committee
 
FOB Free On Board
 
GDP Gross Domestic Product
 
GNP Gross National Product
 
GOL Government of Lesotho
 
LHWS Lesotho Highland Water Scheme
 
IBRD 
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A. EXECUTIVE SUMMARY AND RECOMMENDATIONS
 

Lesotho's continuing heavy dependence on the Republic of South
 
Africa (RSA), which completely surrounds it has produced
 
serious social and economic distortions in the country.
 

High levels of employment in RSA mines, resulting in a reduced
 
agricultural labor force, combined with recurrent drought which
 
reduced crop yields and retarded pasture recovery has led to
 
overall decline in agricultural productivity from that existing
 
in the late 1970's. The lack of effective policies designed to
 
curtail the importation of cattle has led to serious rangelands
 
degradation. Existing cropping policies were unable to bring
 
about improved production during the period. Repatriated
 
earnings from the export of labor resulted in a large
 
difference between GDP and GNP accounts. As a result, GDP is
 

r
less than h 1 of GNP making the country heavily dependent on
 
the continued flow of repatriated mine earnings to maintain
 
current income and spending patterns. Although a predominantly
 
rural nation with only 15 percent of its population living in
 
urban centers, agriculture provides less than 20 percent of the
 
country's GNP.
 

Even minor shifts in South African policies toward Lesotho, 
such as trade restrictions, miner repatriation or modifications 
of the customs union agreement can have critical repercussions 
for thc c3c-, tr as long a- domcstic production policy fails to 
address alternatives. Inappropriate government policies and 
programs, including unneeded subsidies on agricultural input 
supplies, inefficient and costly, loss-producing parastatal 
agencies, and unchecked growth in livestock numbers over the 
past two decades have been major contributors to the country's 
decline in agricultural production and to the serious 
degradation of its land and range resources. 

The Lesotho Agricultural Policy Support Program (LAPSP)

responds to requests from the GOL for assistance to enable it
 
to institute major agricultural policy reforms. It will
 
provide dollar disbursements in phased periods over four years
 
to ercou a-e p cv chances by the Government to promote 
agricultural production by divesting government ownership of
 
the major agricultural input supply agency and by instituting
 
more rational livestock management policies. The policy
 
reforms are specifically intended to make more efficient use of
 
Lesotho's domestic resources in crop agriculture and livestock
 
by opening the agricultural input marketing system to permit
 
more competition, eliminating subsidies, and effecting a
 
national aiu-stock policS and a national grazing fee system.
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million LAPSP activity is comprised of the
The proposed $15 
following: $12.75 million in non-project assistance for the 

support of two policy reform components - agricultural input 

and livestock management; and, $2.25 million in project 

assistance for studies, evaluations and technical and 
of the policy reformmanagement assistance in support 


programs.
 

BACKGROUND
 

financial situation is not
Lesotho's precarious economic and 

oa'.ance payments foreign repayment
based on of or debt 


problems. The Government of Lesotho's fiscal problems
 

reflect the country's lack oF exploitable natural resources,
 

small arable land base, growing population, and the fact the
 

country is totally surrounded by the Republic of South Africa
 

(RSA). Lesotho has become highly dependent on the RSA as a
 

source of employment, energy, finished products and
 

foodstuffs.
 

Unusually large unemployment levels reinforce Lesotho's
 

dependency on the RSA. About 40 percent of Lesotho's male
 

labor force is employed in the RSA, principally in the mines,
 

at high wages compared to those offered in Lesotho itself.
 

Migrant earnings constitute 50 percent of the country's Gross
 

National Product. Remittances are particularly important for
 

the rural population, who constitute approximately 85 percent
 

of the country's 1,600,000 inhabitants. Some 43 percent of
 
working in the
rural households have at least one member 


RSA. Migrant remittances make up a striking 59 percent of
 

total annual income for rural households. Subsistence
 

for only 18.5 percent and cash cropping for
farming accounts 

relies heavily
6 percent. Consequently, the national economy 


from Basotho in the RSA, and the government
on remittances 

revenue from the Southern
budget gets two thirds of its 


African Customs Union (SACU). At the moment, miner
 
ever (the equivalent of
remittances are at their highest 


numbers
about $140,000,000 in 1986 because of increased of
 

miSrantI urkers and recent pay increases in the RSA).
 

Customs union revenues are expected to peak at about
 
However, the magnitude
$90,000,000 in the next fiscal year. 


of customs revenues, like employment in the mines, can be
 

severEly affected by decisions made in the RSA. Lesotho is
 

it cannot afford to count heavily on these
well aware that 

flows in the future
 

Agricultura2 production offers the best prospect for
 

improving inccme, local employment opportunities and
 

increased self-sufficiency. A mountainous country with
 
Lesotho has suffered from
relatively little arable land, 
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drought in the 1980s. Crop yields have fallen alarmingly
 
over the last decade. A production index for the five major
 
crops fell from 153 to 76 between 1977 and 1984. The country
 
is now producing only about one half of its food grain
 
requirements and must import the remainder, principally as
 
maize from neighboring regions of the RSA, where large
 
mechanized farms of several hundred hectares lie in sharp
 
contrast to the average holding of less than two hectares per
 
household in Lesotho. The quality of livestock herds has
 
also dropped sharply over the last decade, and excessive herd
 
sizes have caused overgrazing.
 

Government policies are at least partly to blame for a
 
depressed agricultural sector. In the past decade, the
 
Government of Lesotho (GOL) has attempted to increase
 
agricultural production and protect local farmers by rel;1ing
 
primarily on the subsidization of agricultural inputs and
 
capital inputs and on capital-intensive government 
interventions. Private marketing of inputs, which are 
readily available from sources in the RSA, gave way to a 
parastatal '",.ch in t'he 1970s. In 1981, Coop Lesotho, in 
effect a parastatal rather than an apex cooperative 
organi7ation, was restructured to be the sole source of 
subsidized fertilizer. It also supplied fertilizer to the 
Technical Operations Unit (TOU), a go'.ernment department but 
defacto a parastatal which provides custom plowing and 
planting servires to farmcrs, It competes directly with a 
growing number of more efficient private tractor operators. 
In the last three years the TOU has been serving an average 
of 10,0CO farrm households at a subsidized rate which obliged 
beneficiaries to pay only 60 percent of the cost of 
fertilizer, seed and tractor tillage and planting services. 

In 2986/87, the GOL paid the equivalent of $ 1,500,000 in
 
fertilizer subsidies to Coop Lesotho. The latter finished
 
the fiscal year slightly in the black but had a cumulative 
deficit of over $450,000 since starting operations in 1981. 
The incffJciency cf Coop Lesotho's operations, its inability 
to maintair appropriate and adequate stocks in its rural 
retail outlets, and its poor marketing techniques have 
allowed private competitors to sell some fertilizer despite 
the subsidy. .Even so, only 11,000 tons of fertilizer were 
used in Lesotho in 1984/85, the last year for which figures 

In August 1987, thc GOL issued a statement on agricultural 
policy issucs that stated that land in Lesotho had beei 
"mismanaged and abused." The Government gave notice of its 
intention tc .?iminate input subsidies in favor of price 
incentives and to restructure or phase out Coop Lesotho and 
TOU to reduce costs and deliver more efficient services. It 



on
recognized that private tractor owners, working a
 
sharecropping basis with smallholders, had achieved yields
 
equal to or higher than those in state-subsidized programs.
 
The statement noted that private contractors are more
 
efficient than government bureaucracies, reach more farmers
 
with modern technology than government extension agents, and
 
use their own capital rather than state funds.
 

As is the case with the September statement of livestock
 
policy mentioned below, the GOL showed its willingness to
 
undertake substantial policy reform shortly after a USAID
 
team had prepared a PAIP for this Economic Policy Support
 
Program. These moves on the part of the GOL during the
 
negotiation of the LAPSP will permit the program to advance
 
further and faster than originally hoped.
 

The decline of crop agriculture has allowed the livestock
 
sub-sector to surpass it in the size of its contribution to
 
GDP. Livestock numbers are at their highest level in recent
 
years. The national herds comprise approximately 640,000
 
cattle, 1,670,000 sheep and 1,240,000 goats. The cattle herd
 

well as for subsistence
is maintained as a store of wealth as 

dairy production and for draft power. Lesotho's sheep and
 
goats provide wool and mohair, respectively, which ore the
 
most important merchandise exports since the diamond mine was
 

closed in 1982. There are extensive grazing opportunities in
 
the country's foothills and mountains, but the zone is
 

the carrying
overstocked. Continued overstocking beyond 
capacity of Lesotho's rangelands is thought to have resulted 
in the Ercrci,:T;crL of unpalatable forage species and a 

soil base. Pasture has not recovered fromdegradation of the 

the damage caused by the recent drought. 

Since animals are not maintained primarily for meat, offtake 
is low and slaughtered animals are often well past their 
prime for meat production. Marketing is difficult because of 
problems posed in transporting animals from the mountains to 

RSA.
the national abattoir in Maseru or to markets in the 

Live animal exports fell between 1981 and 1985 from 4.7
 

percent to 2.4 percent of non-diamond merchandise exports
 

with a corresponding decline in quality.
 

The COL's response to worsening ecological conditions on its 
rangelands has been less than fully effective. Livestock
 

owners for years have been allowed to reap financial benefits
 
from exploitation of the national range without paying the
 
social costs of degradation of the resource. The government
 
has recently taken steps to fill the policy gap in the
 

a
livestock sub-sector. In September 1987 it issued 

comprehensive statement of National Livestock Policy, which
 

included the installation of a grazing fee aimed to
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facilitate an increase in offtake rates. The fee would be
 
paid by each livestock owner on each animal in herd or flock
 
if grazed extensively. The GOL has also cancelled the
 
imposition of 12 percent sales tax on domestic meat. This
 
tax was not applied equally to imported meat from the RSA and
 
therefore gave such meat an unfair sales advantage in
 
Lesotho. Much remains to be done to induce livestock owners
 
to abandon their traditional extensive production practices
 
in favor of an approach based on more productive breeds,
 
smaller herds, and controlled grazing schemes.
 

The LAPSP complements concurrent efforts on the part of the
 
GOL, with the assistance of the International Monetary Fund
 
(IMF) and the World Bank, to (i) expand and diversify its
 
domestic productive base through increased private
 
investment, (ii) strengthen export promotion and import
 
substitution efforts, and (iii) reduce its budget deficit to
 
a manageable level. The LAPSP focuses on a subset of
 
policies that are likely to figure in any structural
 
adjustment program put
 
together by the GOL, the World Bank and the IMF. The
 
measures envisaged in the LAPSP will assist the GOL in
 
carrying out new policies concerning agriculture, livestock,
 
parastatals, and the balance of payments that are currently
 
under discussion or have already been announced.
 

PROGRAM OBJECTIVES
 

The LAPSP i42 focus or: 

the divestiture of government interests in Coop
 
Lesotho;
 

the elimination of fertilizer subsidies;
 

the transfer of Coop Lesotho to the private sector,
 

includang farmer-managed cooperatives;
 

the implementation of the new national livestock
 
policy; and,
 

thc dmF er-nttion of the grazing fee program and 
complementary market reforms. 

These policy actions are aimed at increasing the
 
availability, diversity and efficient delivery of
 
agricultural inputs in order to increase overall agricultural
 
productivity. They are also aimed at the enforcement of new
 
policies in the 2-Luestock sub-sector for range conservation,
 
livestock marketing, livestock production and animal health.
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These efforts are expected to improve rural incomes. The
 
current USAID agricultural
measures will complement three 

and

projects which have as objectives improved farming 


and improved agricultural
livestock production techniques 


planning.
 

PROGRAM INPUTS
 

proposed for this LAPSP initiative
A total of $15,000,000 is 

four-year period. U.S.$10,000,000 will be provided
over a 


Assistance (DFA)
under the Sub-Saharan Africa Development 


appropriation and U.S.$5,000,000 will be provided from the
 

FY88 Southern Africa, Development Assistance (SADCC)
 
program.
appropriation, provided SADCC approves this 


dollar

Of the total amount, $12,750,000 will constitute U.S. 


to
disbursements to the Government 	of Lesotho be disbursed in
 

the phased conditions described
tranches upon satisfaction of 

a sector grant support
herein. As dollar disbursements under 


from the DFA and SADCC appropriations,
program, funded 	
the
 

not placed into a separate account and

$12,750,000 will be 


specific uses will not be tracked. The provision of the
 
accounts 


its 	
requiring separate for


FY88 Continuing Resolution 

ESF funded cash transfers is not applicable. Immediately
 

a
 
prior to dollar disbursements, 	the GOL will deposit into 


account the Maloti equivalent of the
 
special local currency 


deposits will be

U.S. dollar disbursement. The GOL-owned 


used in support of the policy reforms under LAPSP in the
 
27. The $12,750,000 i


order of priority contained on 	page 


dollar disbursemonts will be 	 apportioned between the
 

(U.S.$4,250,000) and the

Agricultural Input Component 


Livestock (.&rn~cmrL Comp.ncrlt (U.S.$2,500,00c) and it is
 

funds will be disbursed in three and four

planned that these 


reforms are achieved. 1he

tranches, respectively, as policy 


on basis

achievement of the policy reforms will be judged the 


indicators which clearly
are
of objectively verifiable 

specified in this PAAD.
 

$2,250,000 is proposed as

Of the U.S.$15,000,000, U.S. 


costs project
project assistance to finance dollar of 

technical
- implementation support,specific support policy 


activities to be
 
support and management for the following 


contracts:
financed under. AID direct 


12, O,0'0 for a resident technical assistance team
 
support implementation
consisting of a specialist to 


and a specialist to

of the livestock policy package 


input
support implementation of the agricultural 

is for eight person-years of


policy package. Funding 

effort including $100,000 for logistical support and
 

contingencies.
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$500,000 for a USAID Management Assistance Team
 

composed of a Program Economist, Program As!istant and
 

Secretary and Logistic Support f.", the life of the
 
program ($200,000) and for eualuations, audits and
 
program impact studies ($300,000).
 

* 	 $650,000 for a series of studies and other short-term 

activities essential to the implementation of the pro­
gram. These are: two national agricultural input sup­

ply sur'veys at the beginning and end of the program 
($200,000); a national livestock inventory prior to 
implementation of the national grazing fee program,
 
and 	a series of ongoing impact studies during
 
implementation of the grazing fee program ($200,000);
 
funding for legal seruices in conjunction with Coop
 
Lesotho divestiture ($75,000); an independent
 
appraisal of Coop Lesotho assets ($75,000); and
 

installation of a computerized accounting system for
 
the arazing fee program ($100,000).
 

PCLICY REFORMS
 

The specific policy reforms to be achieved in the course of
 

the LAPSP are as follows:
 

Agricultural Input Coponent
 

1. 	 Phzse Crc 

(a) 	Government facilitation of and support for the
 
development of an open and competitive market for
 
the supply of agricultural inputs.
 

(b) 	Covernment development and approval of an
 
implementation plan for and commencement of
 
implementation of its announced commitment to the
 

progressive removal of all subsidies on
 

fertilizers starting with the 1988-89 crop season.
 

U.S. $500,000' will be disbursed after successful completion
 
of this phasr.
 

2. 	 Phase Two 

(a) 	 Progressive divestiture by Coop Lesotho of its
 
retail sales outlets and lock-up stores to
 
private sector input suppliers, including primary
 

and 	secondary cooperatives and general traders,
 
With the objective of reducing Coop Lesotho's
 
rcic 	to thbt of a true farmer-managed cooperative
 

input wholesaler in competition with other
 

private sector supplies.
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(b) 	Establishment by the GOL of a program to ease the
 
transition of redundant Coop Lesotho personnel
 
into other employment.
 

(c) 	Implementation of phase one of the plan to remove
 
fertilizer subsidies.
 

U.S. $1,000,000 will be disbursed after successful completion
 
of this phase.
 

3. 	 Phase Three
 

(a) Completion 	of the divestiture of Coop Lesotho's
 
retail outlets and lock-up stores.
 

(b) 	Complete withdrawal of the GOL as a shareholder
 
in Coop Lesotho.
 

(c) 	Implementation of the final phase of the plan to
 
remove fertilizer subsidies.
 

U.S.$2,750,OOO will be disbursed after successful completion
 
of this phase.
 

Livestock Management Component
 

1. 	 Phase One
 

(e) 	Thc prcparation by the MOn and approval by the 
GOL Cabinet of a comprehensive implementation 
plan for the National Livestock Development and
 
Resource Management Policy enunciated in
 
September 1987. The .policy implementation plan
 
must cover the areas of resource management,
 
livestock marketing, and livestock production and
 
animal health.
 

U.S.$1,200OO0 will be disbursed after successful completion
 
of this phase.
 

2. 	 Phase Two
 

(a) The design and approval by government of an
 
implementation plan for and completion of all
 
preparatory steps for installation of a national
 
grazing fee system.
 

(b) 	Adopted an implementation plan to restructure and
 
broaden of the system of livestock marketing in
 
Lesotho to allow for:
 

(1) 	Greater private sector participation in all
 
phases of livestock marketing;
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(2) 	 A larger volume of exports of live animals
 
and livestock products to the RSA; and,
 

(3) 	 A greater degree of NAFC plant utilization
 
as demonstrated by increased numbers of
 
local livestock products handled.
 

U.S.$2,300,OOO will be disbursed after successful completion
 
of this phase.
 

3. 	 Phase Three
 

(a) 	 The implementation of the first year of
 
operations under the national grazing fee system,
 
including collection of grazing fees and
 
allocation of grazing fee revenues.
 

U.S.$2,500,OOO will be disbursed after successful completion 

of this phase.
 

4. 	 Phase Four
 

(a) 	 The implementation of the second year of
 
operations under the national grazing fee system.
 

U.S. $2,500,000 will be disbursed after successful completion
 
of this phase.
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As noted, this grant program is comprised of dollar
 
disbursements to the Government of Lesotho in the amount of
 
U.S.$12,750,OOO, and project assistance for technical (and
 
program) support, to be implemented by A.I.D. direct
 
contracts in the amount of U.S.$2,250,OOO. Of the
 
U.S.$12,750,O0O cash grant, it is expected that U.S. $5
 
million will be provided from the FY88 Southern Africa,
 
Development Assistance appropriation but w .ll be obligated
 
and disbursed only after approval of this program by the
 
SADCC Council of Ministers. lechnical support funds will be
 
disbursed in accordance with specified requirements, with the
 
agreemernt ef the Government of Lesotho and on satisfaction of
 
tne initil conciziors precederL.
 

Upon satisfaction of applicable conditions precedent to the
 
disbursement which require phased implementation of pclicy

reforms, tranched U.S. Dollar disbursements will be effected
 
by USAID/Lesotho requesting RAMC/Paris to issue a Dollar
 
check in the prescribed amount. These funds will be released
 
to the GOL only after the GOL has deposited the Maloti
 
equivalent of the Dollar amount into a Special Local Currency
 
Account. Two special local currency accounts will bc
 
esta',ishod - one for the Agricultural Inputs Component;
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another for the Livestock Management Component. Funds in the
 
Special Accounts will be used only for activities in support
 
of the policy reforms to be undertaken as part of this
 
Program. The GOL and USAID will mutually approve the release
 
of Maloti funds from the Special Local Currency Account as
 
well as the uses to which the funds will be allocated, based
 
on proposals prepared by the Program Coordination Committee
 
(PCC) and the Component Task Forces. The funds will be used
 
in the following order of priority:
 

1. Activities or programs contributing to the implemen­
tation of policy changes in the agricultural or
 
live-stock sub-sectors proposed under the LAPSP and
 
necessary to the accomplishment of conditions
 
precedent for a subsequent policy reform phase;
 

2. 	 Activities or programs contributing to the implemen-­
tation of policy changes in the agricultural or
 
livestock sub-sectors proposed under the LAPSP but not
 
necessary to the accomplishment of conditions
 
precedent for a subsequent policy reform phase;
 

3. 	 Activities or programs contributing to the
 
implementation of policy changes in the agricultural
 
or livesLock sub-sectors which could be implemented
 
through existing USAID-financed agricultural or
 

livestock por]e cts;
 

4. 	 Activities or programs contributing to the implemen­
tation of policy changes in the agricultural or
 
liuestock sub-sectors which could be implemented
 
throuh other donor-financed agricultural or livestock
 
projects, anc,
 

5. 	 Extensions or continuations of GOL activities or
 
proarams under impl ementation in the agricultural or
 
livestock sub-sectors which will contribute to a rapid
 
increase in the productivity and income growth of the
 
rural population.
 

No ddsbursements .,]] be made for these activities, however, 
until USAID and the Program Chairman (PC) are assured the
 
activities have adequate management structures for timely and
 
effective implementation, mechanisms exist to appropriately
 
monitor the activities, that the funds will not supplant GOL
 

funds previously committed under other obligations, and that
 
the activities otherwise meet criteria set forth to assure
 
proper use of the local currency.
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PROGRAM MANAGEMENT
 

Management of the program will be exercised at four levels;
 
USAID is represented at each level. These levels are:
 

I) 	 Two Component Task Forces (CTF) in the Ministry of
 
Agriculture responsible for day to day program
 
implementation and composed of working level groups
 
for Coop Lesotho and for Livestock, the USAID Project
 
Manage- and chaired by the Principal Secretary (PS) of
 
the Ministry of Agriculture;
 

2) 	 The Program Coordinating CommitLee (PCC) which is an 
interministerial policy group chaired by the P.S. of 
the Ministry of Planning (MOP) and is comprised of key 
government officials responsible for reviewing the 
status of policy reforms and recommending future 
actions to the senior levels for decision such as the 
release of funds and the undertaking of studies 
complementary to completing the next phase. PCC
 
merrb ... . iil vary depending on the specific action
 
under review, and will from time to time include the
 
Principal Secretaries (P.S.s) of Finance, Agriculture,
 
Commerce, and Interior, as well as the USAID Program 
Officer. The PCC presents coordinated views on the 
recommendations of the Task Forces and on any proposed 
futu7 & directly to the Program Chairman;1ct'ons 


3) 	 The Program Chairman (PC) will be the Minister,
 
Ministry of Planning and Economic Affairs, and will be
 
responsible for reviewing the overall status of the
 
program and reviewing recommendations and action plans
 
from the PCC; and
 

4) 	 The Director, USAID who will review and approve, in
 
collaboration with the PC, the proposed
 
recommcndations and action plans for the Program.
 

A Secretariat, composed of two U.S. technical advisors, will
 
be created to assist the MOA in implementing and coordinating
 
all 	actions under the LAPSP. Within USAID, a program
 
economist and program manager, will assist the Mission in
 
monitoring the LAPSP.
 

PPp~./ Tr~r -ETFTP~':r'FCO VILETIO%' DATE 

It is planned that this program and its support project will
 
end four years from the effective date of the Program and
 
Project Grant P.reements.
 

REPORTS AN. EUALUATIO'S
 

Quarterly reports will be prepared by the Secretariat on the
 
status of implementation of the program. The reports will
 
also 	cover prOecct expenditures, major issues and problems,
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and anticipated actions for the next quarter, Special
 

reports may be issued by USAID or the GOL, should they be
 

required.
 

Two evaluations are scheduled for the program. The initial
 

evaluation will occur when the first phases of both
 

components have been completed to revalidate program design
 

and review implementation progress. An impact evaluation
 

will take place six months after the end of the Program.
 

USAID will be responsible for financing and conducting these
 
evaluations.
 

AUDITS
 

To ensure that Program funds other than the resource transfer
 

are used only for the mutually agreed purposes, periodic
 
audits by the GOL using an independent international
 

accounting firm will be required.
 

DFA PROCUREMENT PLAN
 

Procurement with appropriated funds will occur under the 
project assistance component ($2.25 million in value for 

technical assistance, office equipment, vehicles, logistical 

support) and will be undertaken by direct AID contracts. 

Since it will be funded from the Sub-Saharan Africa 

Development Assistance (DFA) appropriation, the PAAD contains 

a DFA procurement plan which should result in at least 

$1,300,000, or 58% of the projectized component, of U.S. 

procurement. In accordance with approved DFA procedures, the 

authcrized geographic code for this component will be Code 

935, and the long-.term technical assistance personnel 

assigned to the Secretariat, as well as the program economist 
assigned to LISAID, will be of U.S. nationality. The other
 

technical services personnel assigned to USAID are expected
 

to be either of LIS or Lesotho nationality. Studies and
 

logistical support will be of Lesotho or 899 source and
 

origin. ihe majority of goods will likely be of U.S. or 935
 

Lesotho source, while a small variety, such as
origin and of 

source
typewriters and other office equipment, may be of 899 


and origin. AID source and origin and other procurement
 

rules will not apply to GOL procurement, as they will be
 

financed by GOL-owned currency deposited in the Special
 

Accounts.
 

PROCUREMENT MECHANISMS FOR PROJECTIZED COMPONENT
 

The $2.25 million allocation for technical and program
 
support will be used to contract, on a competitive basis
 

under AID direct contracts, for technical services personnel
 

assigned to USAID and the Secretariat, as well as for
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logistical support, evaluations, and program studies. The
 
MOA will use funds in the Special Local Currency Account to
 
contract for all other goods and services relating to program
 
implementation, in accordance with accepted GOL procedures.
 
The vast majority of goods to be procured by the MOA are
 
expected to be of Fmall value and off-the-shelf.
 

HOST COUNTRY CONTRIBUTION REQUIREMENT
 

Section 110(a) of the Foreign Assistance Act of 1961 (FAA),
 
as amended, requires that the GOL provide at least 25 percent
 
of the costs of the entire program. As the local currency to
 
be deposited in the Special Local Currency Account, in an
 
amount equivalent to the dollar disbursement, is host country
 
owned, it may be used to satisfy the host country
 
contribution requirement. The amount of local currency to
 
be deposited in the local currency account is approximately
 
M25,500,000 which far exceeds 25 percent of the cost of the
 
entire program. (See Table at page 78 which sets out the
 
schedule for U.S. transfers; GOL contributions in Maloti will
 
be made immediately prior to these transfers).
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B. 	 PROGRAM DESCRIPTION
 

I. 	 Macroeconomic and Sectora2 Problems
 

a. 	 Macroeconomic Characteristics
 

Lesotho's economy is extraordinary in two respects. First, it
 
is highly dependent on the economy and the economic policies of
 
the RSA. This dependency has four aspects:
 

1. 	 In 1986, as in other recent years, 40 percent of
 
Lesotho's male labor force (60 percent of men aged 20
 
to 44 years) was employed in the RSA, principally in
 
the gold and coal mines, at wages well above those
 
offered for alternative employment within Lesotho.
 

2. 	 The country's international trade and domestic
 
commerce are overwhelmingly oriented toward the RSA.
 
V?- -,- I.sotho's merchandise imports, including those
 
moving by air, originate in or pass through the RSA.
 
Similarly,- all of its exports are destined for or
 
pass through that country. In recent years, almost
 
90 percent of exports have been destined for, and 95
 
percent of imports have originated in, the other
 
me-,Pots of the Southern African Customs Union (SACU):
 
the RSA, Botswana, and Swaziland. All of Lesotho's
 
petroleum and all of its electricity come from the
 
REA. The country's geographical dependence is not
 
solely due to the fact that it is completely
 
surrounded by the RSA. Lesotho's internal geography
 
-- mountains separate the western plateau from the 
eastern districts -- tends to link population centers 
in Lesotho more closely with counterpart towns in the 
REA than with each other. This would be true even if 
the RSA were not more economically developed. 

3. Two-thirds of the GOL's annual budget revenues come
 
from SACU. Customs and domestic excise taxes
 
collected by each of the four members go into the
 
RSA's State Revenue Fund. As sole custodian, the RSA
 
distributes these revenues to SACU members according
 
to E, 	s c c forrr,2 ac that favor the three sr-.IIEr 
countries, leaving the residual to the RSA. SACU
 
revenues have increased f-rom about M 71,000,000
 
rnLaljon in 1980/61 to an estimated M 161,000,000 in 
1985/86. They may reach a peak of M 190,000,000 in 
1988/6?, but there are clear indications that the RSA 
intends to reduce the preferential treatment of the 
smaller independent members to the benefit of its own 
"horrcIands". The eventual day of reckoning may be 
postponed by a rush of receipts resulting from the 
Highland Wter Projc.ct, but it is clear that Lesotho 
must take action to reduce its heavy reliance on SACU 
for gou.rnment revenues. 

http:Projc.ct


-2­

4. 	 As a member of the Common Monetary Area (CMA) with 

the RSA and Swaziland, Lesotho has a currency - the 

Loti (plural, Maloti) - pegged on a par with the 
Rand 	is accepted as
South African Rand. Indeed, the 


legal tender and freely mingles with the Loti in
 
there are virtually no
Lesotho. Further, 


between Lesotho
restrictions on the movement of funds 


and the RSA. One exception is that banks in Lesotho
 

are officially prohibited from placing excess funds
 

in the RSA, where slightly higher interest rates tend
 
control
to prevail. Thus Lesotho has no over the
 

of the Loti and has very limited
exchange rate 

discretion in monetary matters.
 

The second extraordinary characteristic of Lesotho's economy,
 
its citizens'
following from the first, is that half of 


economic product is produced in the RSA, mainly in mining. The
 

value of all domestic production within Lesotho, its GDP, is
 

by the wages and salaries of Lesotho citizens working
matched 

in the RSA. Lesotho's Gross National Product (GNP) is the sum
 

of domestic production (GDP), less contributions to that
 

by foreign capital and labor (negligible for

production 

Lesotho), plus the contribution of Lesotho's capital and labor
 

to production elsewhere. For 1985/1986, Lesotho's. output
 

measures were:
 

M 557,00O,0O0
GD P 

M 3,000,000
Net Investment Income 


Net Wage and Salaries M 550,000,000
 

M 1,110,000,000
GNP 


of this unusual situation, one must repeatedly
Because 

over whose components the GOL's


distinguish between GDP, 

and the other half of
have 	direct influence,
economic policies 


control.

GNP, 	over which the government has no effective 


cited above delivers

Each 	of the four aspects of dependency 


Lesotho's
-- and substantial --- benefits tocounteruaIins 

an element of potential and


citizens. Each also entails 

which LAPSP help to reduce. These


serious risk the should 


risks are discussed in detail in Section CI. below.
 

b. _gricultural Input Distribution Problems
 

Recent published data and field interviews conducted by the
 
-on-farm use of agricultural inputs


design team indicate that 

and pesticides - is quite low
 

e.g. 	fertilizers, improved seeds, 

in local input marketing,
in Lesotho. GOL imposed distortions 


and availability, are the primary

affecting price, quality, 
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reasons for low use of agricultural inputs. Operational

inefficiencies in Coop Lesotho 
are another cause. Government
 
policies also destroyed an efficient private sector marketing
 
system historically important to most interior and remote
 
sections of Lesotho.
 

For a '.otal arable area of approximately 390,000 hectares, only

10,960 tons of fertilizer were used in 1984/85 (Agricultural
 
Planning and Bureau of Statistics, 1986). While effective
 
fertilizer use per hectare increased more than six-fold from
 
1975 to 1985, this resulted in an average application level of
 
only 8.5 kilograms of actual NPK nutrients *per hectare in
 
1984/85. Unfortunately, national statistics on pesticide and
 
improved seed use do not exist. However, application levels
 
are considered to be quite low, except on high value
 
horticultural 
crops grown for urban markets, in certain
 
agricultural development projects, and, a
to lesser extent, on
 
maize.
 

Virtually all of Lesotho's agricultural inputs are produced and
 
supplied by the RSA because of Lesotho's proximity to highly
 
developed RSO markets and its membership in the SACU.
 
Historically, input marketing in Lesotho 
has linked farmers to
 
regional South African supply centers on the country's border
 
(see Annex 4 Figure 4.2). Until 1973, agricultural input

marketing in Lesotho was handled by a combination of small
 
general merchandise traders, large South African-owned
 
com[ - c Frascrs and othrr trading firms - or their 
local agents. These sales were supplemented by direct farmer
 
purchases from RSA cooperatives and sales agents in South
 
Africa. Beginning in the early 1970s, the GOL policy 
was to
 
deliberately reduce role private traders in
the of both
 
agricultural input and output marketing but this was based on
 
misleading dnformation which led fhe leadership perceive
to 

that farmers were being exploited by traders.
 

The parastata] Produce Marketing Corporation (PMC) was formed
 
in 1973 and granted monopoly powers over all agricultural input

and output marketing. Its monopolistic role eventually forced
 
most private 'traders out of their agricultural marketing

enterpriFc5 How uer, due to its poor performance and
 
substantial losses, the PMO itself 
was merged with a
 
pre-existing Coop Lesotho under an International Fund for
 
Agricultural Development (IFAD)-financed project in 1980. The
 
prE--ex~st:n9 Coop Lesotho had been established to serve as the
 
apex organization for a network of primary and secondary farmer
 
cooperatives throughout the country and pre-dated Produce
the 

Marketing Corporation by several decades. A major objective of
 
the "new" Coop Lesotho was to facilitate the distribution of
 
agricultural inputs 
in the increasingly distorted agricultural
 
marketing system.
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Although Coop Lesotho has grown since 1981, its relative impact
 
in Lesotho agricultural input markets has declined. Nominal
 

sales figures have tripled from M 5,200,000 in 1982/83 to over
 

M15,000,000 in 1986/87. Much of this apparent increase in the 
financial value of sales, however, is due to inflation in the 
prices of products supplied and to the addi-ion of product 
lines unrelated to agricultural production activities - e.g. 
coal, wood, foodstuffs, building materials and groceries. 
Increases in sales of fertilizers over this period were 
primarily due to GOL input subsidy programs, administered by 
the Food Self-Sufficiency Program and implemented chiefly by 
the TOU since 1983.
 

Due to management and financial problems at Coop Lesotho,
 
private firms marketing agricultural inputs appear to be
 
increasing their relative shares in local markets. (It should
 
be emphasized that all references to private firms in this
 
paper include non-governmental cooperatives and associations)
 
Coop Lesotho's market share may currently be only 50 to 70
 

percent of fertilizer sales and 30 to 50 percent of the market
 
for seeds, pesticides and, possibly, livestock feed.
 

These estimates of actual market shares are distorted by the
 
fact that Coop Lesotho is the sole marketing agent under the
 
GOL subsidy programs for both direct farmer fertilizer sales or
 
sales of inputs to the TOU. If private traders were to be
 

allowed equal access to the subsidy programs on acceptable
 
paym7 .:-t t-:-z c-, conversely, if all agricultural infru
 
subsidies were terminated, Coop Lesotho would find it difficult
 
to compete with private marketing agents for local input sales.
 

With repeal of the PMC Act in 1979, Coop Lesotho, unlike its
 
predecessor agency, appears to have no legal monopoly on all
 
agricultural anput trade. However, Coop Lesotho retained
 
exclusive rights to receive government subsidy payments for the
 
fertijlzers it sells to individual farmers and the GOL's Food 

Self-Sufficiency Program. Approximately 45 to 50 percent of 
Coop Lesotlio total input sales occur under these two subsidy 

programs. Faced with this GOL-imposed distortion in local 
input marketing, private traders sell insignificant amounts of 
fertilzers and othc-r inputs during the periods when the 

subsidy prograi is an force, and never sell subsidizEd inputs 
for crop packages under the Food Self-Sufficiency Program. In 

fact, some private traders actually purchase subsidized 
fertilizers frcm Coop Lesotho during the official subsidy 

periods and resell them with low markups to attract customers
 
to their stores or hold them for resale to farmers during
 

non-subsidy periods. Although precise data are unavailable,
 

such resales of subsidized fertilizers to private traders
 
appear to be sdeable.
 



-5-


The Government of Lesotho has announced its intention to phase
 
out fertilizer and other subsidy programs, particularly those
 
administered under the Food Self-Sufficiency Program and
 
implemented by the TOU. The GOL is doing this in the face of
 
their high costs, the growing government deficit, and the low
 
apparent supply response generated by the subsidies. The
 
phased elimination of input subsidies is part of the LAPSP
 
program because such a policy reform would remove a major
 
justification for Coop Lesotho's present retailing operations.
 

In forming Coop Lesotho, the GOL's stated objectives were:
 

1. 	 To promote cooperative ownership and management of
 
agricultural enterprises.
 

2. 	 To facilitate low cost distribution of agricultural
 
inputs through economies of scale in bulk input
 
purchasing and distribu'Aon.
 

3. 	 To set up a national input system which would permit
 
subsidization of input distribution to remote areas
 
with profits derived from distribution of inputs in
 
the more accessible lowlands and to lesser
 
disadvantagEd farmers.
 

4. 	 To eliminate the perceived exploitation of farmers by
 
private traders.
 

One primary failure of Coop Lesotho is that it has never fully
 
functioned as an effective apex organization for the primary
 
and secondary cooperatives. Actual cooperative equity
 

ownership in Coop Lesotho is marginal - i.e. only three percent 
for the scccriary primary cooperatives and none for the 
primary cocera-atives versu 97 percent ownership by 
gouernrrentl 

lhere are relatdvely few active and financially viable farmer
 
cooperatives in Lesotho, due in part to Coop Lesotho's
 
inabil]ty to support local cooperative development and
 
training. This in itself severely limits the potential for
 
CooP [ csc, tho becoming a truly farmer-owned and managed 
orcarizatir, supcorte04 by a network of viable f arrrc-r 
cooperatives Out of over 600 cooperatives registered in 
Lesotho, ory 168 are reported to be functioning at all and few 
of these could pass even a modest test of financial soundness. 

As a result, Coop Lesotho remains essentially a 
governmcnt-ow7cJ and managed parastatal with little in the way 

of a cooperative dynamic and virtually no structural incentives 
to provide EFfcient services for the farming community.
 

The second fa-lurc of Coop Lesotho is its inability to actually
 
rea]3Tc, potEntial econorries of scale and pass them along as
 

lowcr irl:: r":ccs or sizatle product rebates for farmers.
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Management difficulties at Coop Lesotho have led to problems
 
with poor accounting, inadequate stocking, late delivery,
 

pilferage, inappropriate types and quality of goods, and lack
 

of agronomic expertise among sales agents.
 

Other inefficiencies result from basic flaws in marketing
 
strategies. Coop Lesotho was originally funded under the IFAD
 

project to operate 16 regional sales outlets and depots. With
 
the legacy of facilities inherited from the PMC and the GOL's
 

Basic Agricultural Services Program (BASP), Coop Lesotho was
 
forced to run 58 depots in 1981, the vast majority of which
 

were unprofitable due to their geographic remoteness, low sales
 

volumes, and the high transport costs implicit in their supply
 

operations. Presently, only 38 Coop Lesotho sales outlets and
 
depots are officially operated. Fourteen to 17 of these 
were
 

considered "non-viable" and unprofitable by Coop Lesotho
 

officials and IFAD consultants in a recent comprehensive
 

financial evaluation (Maini, N.S. and Ramn Saran, 1987).
 

In thc, early 1980s, Coop Lesotho management decided to
 

diversify into product lines other than agricultural inputs to
 

better amortize fixed costs and increase sales volumes during
 

the agricultural off-seasons. While some products have been
 

profitablce in this regard; others, including building
 

materials, agricultural implements, and imported crops
 

incurred losses. Moreover, this branching-out into areas
 

traditionally marketed by private traders has opened Coop
 

Lescthc, tc t: justtfPed criticism that such sales do not fa~l 
within its original mandate to supply agricultural inputs and 

interfcrc. unnecessarily with the established private market. 

Even more significantly, this situation suggests an important 

hypothesis: If the operation of a viable agricultural input 
supply system requires complementary trading in general
 

then perhaps the
merchandise an order to be profitable, 


original marketing system based on initiatives of general
 

merchandise traders made great economic 
sense.
 

The perceived benefits from economies of scale due to bulk
 

buying have also been illusory to Coop Lesotho due to its
 

persistent financial problems, undercapitalization, and
 

consecqucnt pccr nc'gotfating position vis-a-vis its suppliers. 

Coop Lesotho is clearly undercapitalized despite the original
 

fixed asset endowment of 58 depots, several vehicles, and the
 

subsequent loan from the IFAD project. The $ 956,000, provided
 

from thc 1981 IFAD loan, represents only GOL cash funding of
 

Coop Lesotho to date. This is clearly insufficient to
 

capitalize ar, organization with over M 15,000,000
 
for fiscal year 1986/1987,
(approximately $ 7,500,000) in sales 


of M 954,698
particularly in light of the cumulative net losses 


sustained in the period from 1982 to 1987.
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Due to chronic delays in the system for reimbursing government
 
subsidies (amounting to M 3,056,000 for the 1986/87 fiscal
 
year), which typically last six to nine months, Coop Lesotho 
has been in a continual cash flow crisis and has thus 
consistently been late in paying its suppliers. Coop Lesotho 
in 1986/87 required 120 day credit from its suppliers and
 
historically has paid invoices after 150 to 180 days and
 
attempted to ignore the two percent per month interest penalty
 
imposed by the suppliers. As a result, suppliers have become
 
increasingly annoyed with Coop Lesotho's payment delays and
 
have built a 10 to 20 percent additional cost into their
 
responses to Coop Lesotho supply bids. Finally, it appears
 
that Coop Lesotho has not negotiated purchase contracts as
 
successfully as it could, given the size of its bulk
 
purchases. There are examples of Coop Lesotho purchasing
 
directly from South African suppliers, rather than from their
 
local sales representatives, which have resulted in a higher
 
purchasing costs. In these cases, the local supplier still
 
derived his commission dn the sales but Coop Lesotho absorbed
 
all, thE transport costs for commodities purchased from the RSA.
 

The third objective of Coop Lesotho - i.e. subsidization of 
input marketing in remote sites - may have achieved some 
success. Remote sites undoubtedly would never receive 
agricultural inputs at so low a price without Coop Lesotho. 
However, actual agricultural input sales are quite low at these 
sites. For example, the Coop Lesotho retail outlet at 
Sernonkonr has sold only 24 bags of fertilizer since October 
1986. Remote depots in the highland areas tend to sell higher 
proportions of foodstuffs, wood and coal because these heavier 
items benefit most from subsidized transportation. Fertilizers 
are not as important in remote highland areas because of the 
small cultivated area and relatively richer soil. Pesticides 
and vegetables seeds are high value, low weight items which do 
not require a transport subsidy. Grain seed does benefit from 
remote site transport subsidies, but only wheat seed is of 
major importance to highland areas, whereas hybrid maize is 
less commonly used. While the intent of assuring the 
availability of agricultural input supplies to remote regions 
sounds appealing in light of the government's general equity 
concerns, the GOL needs to reassess the actual benefits and 

costs of such programs, based on better data on actual and 
potential input use in remote regions. Additionally,
 
subsidization of coal and food stuff deliveries to remote
 
regions was not the original objective of Coop Lcsotho and
 
these products seem to us to be adequately supplied by a number
 
of private retailers. Finally, given Lesotho's reasonably good
 

and improving road system, the designation of even distant
 
highland regions as "remote" may overstate the problem during
 
the greater part of any given year.
 

The fourth objective of Coop Lesotho - i.e. elimination of 
perceived exploitative practices by traders - has been achieved 
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but at the enormous cost of eliminating an efficient,
 
In the mid-1970s,
multichannel agricultural marketing system. 


there appear to have been a few reliably-reported cases of
 

exploitive practices by private traders who charged usurious
 

real interest rat . on credit sales or bartered crop purchase
 
arrangements. Unfortunately for the non-exploitive traders,
 

interventions to remedy this situation by the GOL took the form
 
of unselective exclusionary actions in eliminating all private
 

trading in selected spheres, like agricultural output
 

marketing, rather than regulating or eliminating the few
 
specific and isolated offenders from the system.
 

The result was that historically important private sector
 

agricultural input marketing systems were destroyed and have
 
been very slow to recover. There are few small traders and
 

primary cooperative agricultural input retail outlets
 
physically sited in the interior of Lesotho, although many
 

individual entrepreneurs appear to be transporting agriculir'al
 
inputs from South African cooperatives and other RSA suppliers
 

directly to Basotho farmers. The larger trading companies show
 

little inclination to reestablish their retail trading
 

operations in agricultural inputs, given the somewhat
 

unpredictable nature of the distribution system of Coop Lesotho
 

and past GOL policies directed at excluding them from input
 

marketing. They probably would consider reentering local
 

markets if Coop Lesotho's future activities were ciirly
 

defined and limited to profitable wholesaling activities.
 

c. Livestock Sub-Sector Problems
 

1. Livestock Production System
 

The inability to implement an effective policy to reduce
 
livestock herds and effect improvements to herd quality and
 

reduce overgrazing have had serious consequences for Lesotho.
 

Livestock numbers in Lesotho are at their highest levels in
 

recent years. Data from the Bureau of Statistics for 1986/87
 

estimate that there are 639,000 cattle, 1,669,000 sheep and
 
the small stock
1,239,000 goats in Lesotho. The majority of 


are located in-the mountains. Livestock owners make their
 

contribu1ion to th1 national accounts principally through 

exploitation of the extensive grazing opportunities in the 

country's foothills and mountains. Approximately 930,000
 

animal units are divided primarily between cattle, Merino 

sheep, and Angora goats. Considerable numbers of donkeys and 

horses also complicate the grazing situation while making 
modest economic contributions as transport animals.
 

livestock from the lowlands the mountains is
Transhumarce of to 
a traditional practice during parts of the year. In the latesL 

census, 3c pcrcent of the cattle, 25 percent of the sheep and 

42 percent of the goats are located in the lowland and 

focth ]]i Larcg numbers of these animals are moved to cattle 
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posts in the mountains during the spring and summer months.
 
Efforts to curtail this movement of livestock will be difficult
 
for the GOL without educational programs to inform the
 
livestock owners on how to intensify animal agriculture in the 
lowlands. Appropriate technological packages need to be made 
available for livestock owners on how to intensify animal 
agriculture in the lowlands. Appropriate technological
 
packages need to be made available for livestock owners.
 

Cattle owners place emphasis on self-sufficiency from their
 
herds, rather than being commercially oriented. The major
 
reasons for keeping cattle are for milk, manure, and draught
 
power. Forty-six percent of the herd is composed of males.
 
This is an abnormally high percentage for traditionally-managed
 
herds specializing in milk production for household
 
consumption. The average herd size is seven head per household.
 

Productivity levels of the cattle herds are low with an
 
estimated c--" "-n rate of 49 percent for mature cows.
 
Fertility levels are low for breeding females with first
 
calving being at an average age of 4 years and, thereafter cows
 
having a calving interval of about 2 years between calves.
 

Lesotho's cattle herd is maintained for subsistence daily 
production, a- a source of oxen for draft power in cropping 
operations and rural transport, and for various traditional 
obligations, such as contributions to the bride price -- i.e. 
boha!J - and intr.raroup cattle loans -- i.e., mafisa. The 
benefits of cattle ownership from the Basotho family's 
ViewpoJnt are not necessarily enumerated simply on the basis of 
net cash returns from commercial product sales. In fact, most 
of the products or services provided by a traditional Basotho 
cattle herd are either consumed by the family or used in family 
production oroCESSeS --- i.e., manure for field and garden 
crops, animal power. 

Since the herd structure is deliberately skewed toward
 
production of milk for rural consumption and the productivity
 
of individual animals is low, retention of a high percentage of
 
all producing'females in the herd is at present a necessity to 
meet household production objectives. This implies that the 
ann . offt 71th h rd ir, slaughter arima.ls is lou as,: a 
percentage of the total herd and comprised principally of aged 
cows, other sterile females, and overage oxen. This offtake 
produces lea-, crass-fed beef of manufacturing grade for which 
there is only a limited domestic market. There is a high 
effectivc dew":' fc- such meat, however, among certain consumer 
groups in the Republic of South Africa, mainly among the Indian 
population in Natal Province and mine workers in the Orange 
Free State and th? Transvaal. 
Sheep and goats arc primarily held for income generation from 
wool and mohaIr . At the national level, these two fibers 

http:arima.ls
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together constitute the largest single merchandise export from
 
the economy at the present. Animals are retained in the herd
 
for their fleece resulting in old animals being kept past their
 
prime for meat production. The production of wool and mohair
 
per
 
animal has been stable for the past several years at 2.4 kg/
 
head for sheep and 0.8 kg/head for goats. These levels are 61
 
percent and 21 percent, respectively, of the average weight for
 
fleece in the RSA.
 

Animal productivity levels are also low in sheep and goats.
 
Birth rates are estimated at 27 percent for sheep and 33
 
percent for goats. There are high death rates in lambs and
 
kids partly explained by the climate and the deterioration of
 
the range. Increasing the productivity of small ruminants will
 
be important for the achievement of a successful destocking
 
program.
 

Average flocks of adult sheep and goats are, respectively, 54
 
and 37 animals per household. The ownership pattern of sheep
 
is skewed with three percent of sheep producers owning 50
 
percent of the national flock. The implication is that the
 

vast majority of the proposed grazing fee payments on sheep
 
will be borne by the larger livestock owners. Moreover, based
 
on the proposed fees, sheep and goats will likely be more
 
readily sold to pay the grazing costs.
 

2. L vc st ck rkct r,
 

Because all classes of livestock in Lesotho - i.e. cattle, 
goats, and sheep - are maintained for primary production 
objectives other than meat production - i.e. milk, traction 

power, wool or mohair - current meat production is a function 
of offtakes of animals which, for one reason or another, are 
no
 

longer capable of meeting their primary production role. This
 

means not only that most cattle are overage when slaughtered,
 
but also that sheep and goats may be marketed for meat at
 

certain times of the year when they are still unsheared or, in
 
the case of females, in gestation. These facts greatly
 

complicate effective marketing strategies for livestock in
 
Lesotho and such strategies obviously cannot be based upon the
 

simple assumption that Basotho livestock owners are raising
 

their animals primarily to sell as red meat.
 

The livestock marketing system has high costs associated with
 
the collection, sale and distribution of live animals. In
 

research conducted on live sheep trekked and trucked from
 

Sehlabathebe on the eastern border to the Feedlot Complex near
 

Maseru, animals lost betw,'en 10 and 15 percent of their
 
purchase w aght during transport. Loss in condition and
 

mortalities are also high. Transportation of animals from the
 

mountaans to thE end-users, both domestic and external, is
 

d4fFicu!t. Because of marketing difficulties, Lesotho butchers
 



import live animals from the RSA for slaughter. This market
 
channel is established and will be difficult to change.
 
However, it will be important to protect livestock producers
 
who undertake intensive livestock activities from excessive
 
numbers of imported livestock and livestock products until
 
these activities can be firmly established.
 

Marketing infrastructure is limited in iost areas and producers
 
have difficulty selling their animals. In interviews in
 
Sehlabathebe, livestock producers said they would sell 15 to 20
 
percent of their small stock each year if a regular market was
 
available. Currently they sell approximately 5 percent of
 
their sheep. The presence of sheep scab hinders the flow of
 
live animals to the RSA but the problem is not insurmountable.
 
The implementation of the National Livestock Policy announced
 
in September 1987 (see Annex 3) will have to focus on these
 
marketing constraints and make a concerted effort to convince
 
private sector marketing intermediaries to resume their role in
 
the livestock marketing system.
 

Domestic livestock is an important source of milk and meat ­
particularly mutton - in providing limited protein intake in 
Basotho diets. With growing population and per capita income
 
levels, domestic demand for dairy products, poultry, eggs, and
 
certain types and qualities of meat has been rising and
 
outstripping local production. This situation has contributed
 
to the increasing import bill for foodstuffs, while declining
 
per anirp.2 p-oductit'ities and inefficiencies in existing
 
livestock marketing arrangements have combined to diminish
 
Lesotho's potential livestock product export earnings.
 

The GOL has become aware recently that a national livestock
 
development program will require greater emphasis on detection
 
of market trends and better reaction to opportunities for
 
export of Lesotho livestock and livestock products. In this
 
regard, the GOL is seeking to certify the National Abattoir for
 
export of meat products. The Government has commissioned
 
marketing studies on export potentials and improvements in the
 
national meat grading system. This information will allow the
 
National Abattoir to comply with existing product
 
speciica ti-ns in potential export m;rkets. Certification of
 
the National Abattoir is important to the overall success of
 
commercialization for the livestock subsector.
 

3. Resource Management
 

The essential problem facing the livestock economy in Lesotho 
at present is the persistent imbalance between the number of 
animal units maintained by Basotho stock-owners and the 
inherent productivity of the country's grazing resource. This 
buildup of excessive animal numbers has been driven by several 
related factors: the relatively high total returns to livestock 
investmcnts - reported by Swallow et a] (1987) to average 
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between 8 and 10 percent per annum; availability of miners'
 
earnings repatriated as live animals or used to buy stock
 
in-country; the absence of attractive alternative investment
 
opportunities in rural areas; and the example of leading
 
personalities in Basotho society who have accumulated large
 
holdings of livestock to meet traditional obligations and
 
commercial objectives.
 

Given that Lesotho's resource base for extensive grazing is a
 
fragile one even under excellent land management practices due
 
to the prevalence of steep slopes, shallow soils, and modest
 
vegetation cover, any mismanagement or overutilization of the
 
resource base by excessive grazing, continuous animal traffic,
 
and associated human activities quickly leads to accelerating
 
resource degradation. Gully and sheet erosion, disappearance
 
of the soil from the underlying rock mantle, range encroachment
 
by brush and unpalatable plant species, and the declining
 
productivities of herds and flocks maintained in such
 
conditions are certain indicators of a deteriorating
 
environmental situation and the concomitant loss of
 
opportunities for Lesotho's economy.
 

4. Government Policies
 

To date the Government of Lesotho's response to degradation of
 
the grazing resource has been less than fully effective.
 
UnL'I rEcCE rL' , thc "ack of wc.l]-defined and enforced
 
government policies in land and livestock management have
 
allowed Basotho livestock owners to reap substantial financial
 
benefits from exploitation of the national range without paying
 
the social costs of their destruction of the rangelands
 
resource.
 

Alternativoely stated, livestock ownership in Lesotho is
 
attractive to many people because the government has allowed a
 
divergence to occur between the financial costs and returns
 
incurred in individual livestock ownership and the economic
 
costs and returns incurred by the nation in use of the national 
range. Individual livestock owners are not held responsible by 
thE nation for thc:r abusive managercrt of the range resource. 
There are no government programs that either place absolute 
limits on animal numbers or tax away owners excess profits ­
i.e. "rents" in economic terms - to compensate the nation for 
thE resource damage. Consequently, the livestock owner's 
rational economic response to the opportunity is to stock as 
many animals as possible at the expense of other livestock 
herders and, ultimately, the entire Basotho nation. 

The GOL is in thc initial stages of coming to grips with the
 
key socio-polJtical problems of land management and controls on
 
livestock an tFhc foothi]ls and mountains. The MOA has issued a
 
National Liu-stock Policy statement (see Annex 3) based on the
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prior efforts of the Livestock Marketing Task Force and the
 
PAIP team in May and June 1987. The Livestock Marketing Task
 
Force, comprised of technical staff from key ministries, is now
 

actively working to advise the ministerial level on the
 
implementation of the National Livestock Policy.
 

The Government is undertaking a program in rangelands
 
adjudication. The ultimate result of this adjudication will be
 
that livestock owners within a designated grazing area will
 
have exclusive access to it and outsiders will be denied
 
access. This system has been put in place in the Sehlabathebe
 
Range Management Area and is being extended *to the adjacent
 
Rama's Gate area. Livestock inventories will have to be
 
conducted before adjudication can begin. In interviews in
 
Sehlabathebe, project participants said they were satisfied
 
with the operations of the Range Management Association (RMA).
 
They believed that range conditions were better than before the
 
formation of the RMA, and they are economically better off than
 
before the - incorp#oration. Respondents did also say,
 
however, that they did not see the RMA becoming completely
 
self-reliant until -1992 and indicated that the successful
 
implementation of this type of activity is a long term effort.
 

Enforcement of range management regulations will continue to be
 
a problem. T- GOL has a stated policy that off-colored sheep
 
and goats must be culled from the flocks/herds and cannot be
 
sen to cattle posts for grazing again after their detection
 
and idert.ifcation. The effectiveness of this policy has been
 

mixed and is dependent on the effectiveness of the local chiefs
 
in enforcement since they are responsible for controlling
 
grazing permits. Research by Lawry (1987) showed that only 8
 
percent of livestock herders in five districts had obtained
 
grazing permits, Thus, the success of management policies
 
depends on livestock owncrs' understanding and acceptance of
 
those policies and the ability and willingness of local
 
authorities to enforce them.
 

The GOL has been aggressive in rectifying some problems in the
 
livestock subsector, It did correct a sales price policy
 

detrimental t6 the local livestock industry by eliminating a
 
tax disparity between domestic and imported meat. The 12
 

necessary comprehensive marketing program is 


percent sales tax had been imposed on domestic meat products 
but not on imported meat. Furthermore, the GOL is attempting 

to have the National Abattoir, certified for exports to the RSA 
and the EEC. Certification, by at least the RSA, will be 

if a livestock to 
be successfully implemcnted.
 

Much of the work accomplished to date is technically sound and
 
will be benefacia] to the local livestock economy, if
 
implemented in the context of a comprehensive and integrated
 
livestock program supported at the highest levels of the
 
government. However, in the absence of a comprehensive
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statement of livestock policy and an accompanying
 
implementation plan with well-defined and prioritized livestock
 
programs, isolated and discrete technical actions are destined
 
to have only very limited effects on rationalizing overall
 
resource utilization to permit production of quality livestock
 
on a sustainable basis.
 

II. Program Goal and Obiectives
 

The goal of the LAPSP is to make more productive and efficient
 
use of Lesotho's domestic resources in crop agriculture and in
 
livestock through a process of policy reform and implementation.
 

The purposes of the program are:
 

a. 	 To open up the agricultural input marketing system to
 
facilitate more competition among suppliers and
 
greater input availability to consumers. At the same
 
time, new policy measures will reduce the budgetary
 
cost to the government of interventions in
 
agriculture by removing subsidies and greatly
 
reducing the role of a parastatal.
 

b. 	 To reduce the overstocking of cattle, sheep and goats
 
on fragile rangelands and thereby bring into closer
 
balance herd size and grazing potential. In the
 
process, livestock owners will be induced to take
 

into account the costs and benefits of open grazing,
 
and the livestock marketing system will become more
 
efficient and competitive.
 

Ill. Program Initiatives
 

a. Agricultural Input Component
 

Improving thc efficiency of the agricultural input marketing
 
and distribution system will be undertaken in three distinct
 
policy reform~phases as described below,
 

1. 	 Phasc- Onc­

(a) 	 The Policy Reforms
 

Government support for and facilitation of the development of
 
an open and competitive market for the supply of agricultural
 
inputs.
 

Government development and approval of an implementation plan
 
for and commencement of implementation of its announced
 
commitment to the, progressave removal of all subsidies on
 
fertilizers starting with the 1988-89 crop season.
 



(b) The Objectively Verifiable Indicators
 

The 	objectively verifiable indicators of attainment of the
 
policy reforms in this phase of the program are:
 

(1) 	Competitive market for agricultural inputs.
 

(i) 	 The review and appropriate modification or
 
revocation of legislation limiting private
 
sector ability to freely market and
 
distribute agricultural inputs on a
 
competitive basis.
 

(ii) 	Government publication of a policy
 
statement which will clearly allow private
 
sector entities to freely market and
 
distribute agricultural inputs in Lesotho
 
on a competitive basis.
 

(2) Commitment to fertilizer subsidy removal.
 

(i) 	Acceptance by the Program Coordinating
 
Committee (PCC) and the Program Chairman
 
(PC) of an implementation plan and schedule
 
for the phased elimination of fertilizer
 
subsidies, including provision for
 
semi-annual progress reports.
 

( a) 	GOL commences implementation of plan to
 

eliminate fertilizer subsidies.
 

(c) 	 The First Tranche Disbursement
 

After satisfactory completion of the policy reforms in phase
 
onc, $500,000 wJll be disbursed to the GOL and the Maloti
 
equivalenL of tnis amount will be deposited by the GOL into the 
Special Local Currency Account to be used for mutually agreed
 
purposes.
 

(d). 	 Key participants
 

The : F ticr:.r, implemertaticr of this phase of the 
program will be: 

(]) CAProgram Coordinating Committee composed of:
 

The Principal Secretary of the Ministry of 
Agriculture
 

The 	Principal Secretary of the Ministry of
 
Finance 
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The Director of the Law Office in the
 
Ministry of Constitutional and Legal Affairs
 

The Principal Secretary of Trade, Industry
 
and Tourism
 

(2) The Chief Planning Officer of the Ministry of
 
Agriculture
 

(3) 	The Head of Marketing of the Ministry of
 
Agriculture
 

(4) 	 The Director of Crops and TOU of the Ministry of
 
Agriculture
 

2. Phase Two
 

(a) The Policy Reforms
 

(1) 	Progressive divestiture by Coop Lesotho of its
 
retail sales outlets and lock-up stores to
 
private sector input suppliers, including
 
primary and secondary cooperatives, private
 
sector input suppliers and general traders, with
 
the objective of reducing Coop Lesotho's role to
 
that of a true cooperative input wholesaler in
 
competition with other private sector suppliers;
 

(2) 	Establishment by the GOL of a program, to be 
funded out of- the Special Local Currency 
Account, to ease the transition of redundant 
Coop Lesotho personnel into other employment; and 

(3) 	Implementation of the first phase of the plan to
 
eliminate fertilizer subsidies.
 

(b) 	 ThE OPjectively Verifiable Indicators
 

The objectively verifiable indicators for the policy reforms in
 
chis phase arc:
 

(I) 	Divc stiture of Coop L sc tho retaiL outc tE ar,d 
lock-up stores.
 

(i) 	Completion and publication of a
 
GOL-approved study covering input flows,
 
sources of supply and major input
 
purchasers.
 

(ii) 	 Submission to the PCC of an appraisal of
 
Coop Lesotho assets by an independent
 
accounting firm.
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(iii) 	 Acceptance by the PPC of an audit by an
 
independent accounting firm and issuance of
 
a report thereunder reconciling government
 
accounts with Coop Lesotho and Coop
 
Lesotho's outstanding debts, the audit to
 
be completed no later than 31 March 1989.
 

(iv) 	Submission to the PCC by the Ministry of
 
Agriculture of an implementation plan and
 
schedule for the disposal of Coop Lesotho
 
assets. This plan must include a listing
 
of planned divestiture actions under three
 
categories:
 

Those assets to be sold outright to
 
private sector agents.
 

Those 	 assets to be sold under
 
lease/purchase arrangements to local
 
cooperatives.
 

Those 	assets which the GOL will
 
withdraw from Coop Lesotho and retain
 
for its own use.
 

(v) 	Acceptance by the PCC and PC of copies of
 
bills of sale for those assets sold
 
outright during Phase Two and documentation
 
establishing proof of irrevocable
 
lease/purchase arrangements with
 
cooperative organizations. A minimum of 14
 
retail sales outlets identified by the IFAD
 
study as "non-viable" and 20 unused lock-up
 
stores must be disposed of in Phase Two.
 

(vi) 	Issuance by the Ministry of Agriculture of
 
a statement c'rtifying (i) the amount of
 
the net proceeds realized from the outright
 
sale 	and lease/purchase of Coop Lesotho
 
assets and (ii) the fair market assessed
 
value of assets retained by the government
 

(2) 	Program to ease transition of Coop Lesotho
 
personnel into other employment
 

(i) 	Acceptance by the PC of a GOL plan for
 
severance pay for Coop Lesotho staff whose
 
posts have been abolished, with proposed
 
levels of compensation by grade. The plan
 
must include payment transfer procedures
 
and tota] local currency requirements for
 
the compensation program.
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(ii) 	Release of redundant Coop Lesotho personnel
 
from retail outlets/lock-up stores sold and
 
from central operations supporting those
 
operations.
 

(3) 	Implementation of Phase One of Fertilizer
 
Subsidy Plan
 

(i) 	Publication of GOL policy establishing
 
first phase of plan to eliminate fertilizer
 
subsidies.
 

(ii) 	Guidance issued by MOA on new fertilizer
 
subsidy rates.
 

(iii)Actual reduction of GOL fertilizer subsidies
 
in accordance with the phased plan.
 

(iu) 	Auailability of fertilizer to private
 
retailers for sale.
 

(c) 	 The Second Tranche Disbursement
 

After satisfactory completion of the policy reforms in phase
 
two, $1,000,000 will be disbursed to the GOL and the Maloti
 
equivalent of this amount will be deposited by the GOL into the
 
Spcciai LocaI Currcrrcy AccounL to bc. usEd for mutually agrecd
 
purposes.
 

(d) 	 Key participants
 

The key participants in the implementation of this phase of the
 
program wil1 be:
 

(3) 	 A Program Coordinating Committee composed
 
of:
 

- 7he Principal Secretary of the 
Ministry of Agriculture 

- The Principal Secretary of the
 
Ministry of Finance
 

-	 The Commissioner of Cooperatives
 

- The Principal Secretary of Trade,
 
Industry and Tourism
 

(2) 	 The Manager of Coop Lesotho
 

(3) 	1he Head of Marketing of Ministry of
 
Acriculture
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(4) 	 The Principals of cooperatives holding
 
shares in Coop Lesotho
 

3. 	 Phase Three
 

(a) 	 The Policy Reforms
 

Completion of the divestiture of Coop Lesotho's retail outlets
 

and lock-up stores.
 

Complete withdrawal of the GOL as a shareholder in Coop Lesotho.
 

final phase of the plan to eliminate
Implementation of the 

fertilizer subsidies.
 

(b) The Objectively Verifiable Indicators
 

reforms in
The objectively verifiable objectives for policy 


this phase of the project are:
 

(1) Completion of Coop Lesotho divestiture
 

(i) 	 Acceptance by the PCC and PC of copies of
 

bills of sale and/or documentation of
 

lease/purchase arrangements for the
 

remaining Coop Lesotho retail sales outlets
 
and lock-up stores.
 

(ii) 	Issuance by the Ministry of Agriculture of
 

a statement certifying (i) the amount of
 

the net proceeds realized from the outright
 

sale and lease/purchase of Coop Lesotho
 
assessed
assets and (ii) the fair market 


value of assets retained by the government.
 

(2) 	Withdrawal of GOL as a shareholder in Coop
 

Lesotho
 

(i) 	Issuance of a statement by the GOL
 

officially announcing its surrender of all
 
shares in Coop Lesotho following a buy-out
 
o. its share-holdirgs.
 

(3) Elimination of Fertilizer Subsidies
 

(i) 	 Publication of GOL policy establishing the
 

final phase of the plan to eliminate
 
fertilizer subsidies.
 

(ii) 	Guidance by MOA on eliminating fertilizer
 
subsidies.
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(iii)Implementation of the final phase of plan to
 
end fertilizer subsidy with evidence that
 
there are no Government outlays for
 
fertilizer subsidy.
 

(iv) 	Fully privatized and unsubsidized
 
fertilizer distribution system.
 

(c) 	 Tne Third Tranche Disbursement
 

After satisfactory completion of the policy reforms in phase
 
three, a total oF U.S. $2,750,000 will be disbursed to the GOL
 
and the Maloti equivalent of this amount will be deposited by
 

the GOL into the Special Local Currency Account to be used for
 
mutually agreed purposes.
 

(d) 	 Key participants
 

The key participants in this final phase of the program will be:
 

(1) 	 A Program Coordinating Committee composed
 
of:
 

- The Principal Secretary of the 
Ministry of Agriculture 

- The Principal Secretary of the 
Ministry of Finance 

--	 The Commissioner of Cooperatives
 

- The Prin'cipal Secretary of Trade, 
Industry and Tourism 

(2) 	 The Manager of Coop Lesotho
 

(3) 	lhe Head of Marketing of the Ministry of
 
Agriculture
 

(4) 	 The Principals of cooperatives holding
 
shares in Coop Lesotho
 

b. 	 Livestock Management Component
 

The proposed policy reform initiative for the livestock
 
sub-sector is partitioned into four phases with discrete
 
actions to be undertaken in each phase. These reform policies,
 
as jointly proposed by the PAAD team and the Ministry of
 
Agriculture's Livestock Task Force, are listed below by program
 
phasc.
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1. 	 Phase One
 

(a) The Policy Reform
 

The 	policy reform to be achieved in Phase One is the
 
preparation by the MOA and approval by the GOL Cabinet of a
 

comprehensive implementation plan for the National Livestock
 
Development and Resource Management Policy enunciated in
 
September 1987. The policy implementation plan must cover the
 
areas of resource management, livestock marketing, and
 
livestock production and animal health.
 

(b) 	 The Objectively Verifiable Indicators
 

The objectively verifiable indicators for this phase of the
 
project are:
 

(1) 	 A written plan by the MOA for
 
implementation of the Naticinal
 
Livestock Development and Resource
 
Management Policy.
 

(2) 	Ministry of Agriculture approval of
 
livestock policy implementation plan;
 
and the date upon which approval is
 
granted.
 

(3) 	 A Cabinet decision number and date for
 
acceptance of the National Livestock
 
Policy and the implementation plan,
 
and corresponding Military Council
 
record.
 

(c) The First Tranche Disbursement
 

After successful completion of phase one, a total of $1,200,000
 
will be disbursed tc the GOL and the Maloti equivalent of this
 
amount will be deposited by the GOL into the Special Local
 
Currency Account to be u. d for mutually agreed purposes.
 

(d) 	 Key Participants
 

Key participants in the implementation of this phase of the
 
program will be:
 

(I) 	A Program Coordinating Committee composed
 
of:
 

- The Principal Secretary of the 
Ministry of Agriculture 

-	 The Director of Livestock Services 
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(2) 	 The Heads of the Divisions of Animal
 
Production, Veterinary Services, Range
 
Management, and Livestock Product Marketing
 

Services.
 

(3) 	The management of the National Abattoir and
 
Feedlot Complex
 

2. 	 Phase Two
 

(a) The Policy Reforms
 

The first policy reform under this phase of the program is the
 
design and approval by government of an implementation plan for
 
and completion of all preparatory steps toward installation of
 
a national grazing fee system.
 

The second and complementary policy reform is to restructure
 

and broaden the system of livestock marketing in Lesotho to
 

allow for:
 

(1) 	Greater private sector participation in all
 
phases of livestock marketing;
 

(2) 	 A larger vcume of exports of live animals
 
and livestock products to the RSA;
 

(3) 	 A greater degree of efficiency in the
 

operations of the NAFC, as demonstrated by
 
greater degrees of plant utilization and 
lower unit costs for livestock products 
handled. 

(b) The Obiectively Verifiable Indicators
 

The objectively verifiable indicators for Phase Two as they 
relate to the first policy reform are: 

(1) 	National Grazing Fee System
 

(i) 	Gazetting of National Grazing Fee
 
Regulations.
 

(ii) 	Submission by the Ministry of Agriculture 
and approval by the PCC and PC of a 
comprehensive implementation plan for
 

installation of a national grazing fee
 
system.
 

(iii)The completion of a nal ,nal livestock
 
inventory as a preparatry step in
 
assessment of grazing fees and the
 
installation of relevant data on grazing
 
fee computer programs.
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(iv) 	Completion in all districts of the initial
 
extension information campaign for the
 
national grazing fee.
 

(v) 	Written protocol in place between MOA and
 
MOI regarding grazing fee collection and
 
procedures.
 

(vi) 	Establishment, definition of duties,
 
staffing of and personnel training for MOA
 
national grazing fee administrative unit
 
completed.
 

(vii)Approval by Cabinet and Military Council of
 
creation or identification of appropriate
 
institutional structures to assure proper
 
disbursement and utilization of grazing fee
 
revenues. Approval by GOL and USAID of
 
criteria for local community use of grazing
 
fee re,:enues.
 

(viii)Completion and acceptance by Principal
 
Secretary and Ministers of Agriculture and
 
Ministry of Interior's Chieftainship of
 
final design of grazing fee collection
 
processes.
 

(2) 	 Livcstock MarkctIr.9
 

(i) 	 Repeal of all existing legislation which
 
hinders the full participation of private
 
sector agents in all stages of livestock
 
marketing,
 

(ii) 	The gazetting of meat hygiene regulations
 
for the National Abattoir.
 

(iii)The institution of a weekly radio marketing
 
news service to provide information on
 
prevailing livestock prices, livestock sale
 
dales ard sites.
 

(iv) 	The presentation of documents to the PCC
 
demonstratinq successful certification of
 
National Abattoir for export of meat
 
products to the RSA (or submission of a GOL
 
statement documenting RSA refusal to grant
 
certification for other than technical
 
reasons).
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(v) 	 The presentation of documents to the PCC
 
which establish that the GOL has separated
 
the business accounts of the Feedlot
 
Complex from the National Abattoir arid
 
reoriented the operations of the Feedlot 
Complex from a commercial feedlot to
 
primarily that of a holding ground for cull 
animals from the national range destocking 
program and fattening only when financial 
feasibility can be demonstrated. 

(vi) 	Increased volume of local livestock
 
products processed by the NAFC.
 

(c) 	 The Second Tranche Disbursement
 

After satisfactory completion of phase two, $2,300,000 will be
 

disbursed to the GOL and the Maloti equivalent of this amount
 

will be deposited by the GOL into the Special Local Currency
 
Account to bce used for mutually agreed purposes.
 

(d) 	 The Key Participants
 

The key participants in the implementation of this phase of the
 

program are:
 

(2) 	 A Program Coordinating Committee composed of:
 

- The Principal Secretary of the Ministry of 
Interior, Chieftainship Affairs and Rural 
Development 

The Principal Secretary of the Ministry of
 
Trade and Commerce
 

The Principal Secretary of the Ministry of
 
Constitutional and Legal Affairs
 

The Principal Secretary of Trade, Industry
 
and Tourism
 

(2) 	 The VMOP Department of Livestock and the Division
 
of Agricultural Information
 

(3) 	The MOA senior headquarters staff
 

(4) 	 The Village Development Councils
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3. 	 Phase Three
 

(a) The Policy Reform
 

Implementation of the first year of operations, including the
 
collection of grazing fees and allocation of grazing free
 
revenues, under the national grazing fee system.
 

(b) The Objective Verifiable Indicators
 

The objectively verified indicator for successful completion of
 
this phase of the program is:
 

(]) 	GOL presentation of detailed records and
 
accounts of: the total grazing fee receipts in
 
the first year of system operations; the
 
administrative costs incurred in implementing
 
the system; and the disposition of all receipts
 
:-bursed by the GOL, including those to local
 
communities for development activities. This
 
presentation to be accompanied by a detailed
 
report of the problems encountered, the
 
estimated impacts of the grazing fee system on
 
livestock offtake and animal owners incomes, and
 
H,.elopment activities implemented by local
 

communities using grazing fee receipts.
 

(c) The Third Tranche Disbursement
 

After satisfactco-y completion of the required policy actions in
 
phase three, $2,500,000 will be disbursed to the GOL and the
 
Maloti equivalent will be deposited by the GOL into the Special
 
Local Currency Account to be used for mutually agreed purposes.
 

(d) 	 The Key Participants in this Phase
 

The key participants in the implementation of this phase oF the
 
program are: 

(1) 	 A Program Coordinating Committee composed of:
 

- The Prircipal Secretary of the M inistry of 
Interior, Chieftainship Affairs and Rural 
Development 

- The Principal Secretary of the Ministry of 
Finance 

- The Principal Secretary of the Ministry of 
Constitutional and Legal Affairs 

- The Principal secretary of the Ministry of 
Agriculture 
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(2) 	MOA Department of Livestock staff
 

4. 	 Phase Four
 

(a) 	The Policy Reform
 

Implementation of the second year of the national grazing fee
 
system.
 

(b) 	The Objectively Verifiable Indicators
 

The objectively verifiable indicator for this phase is:
 

(1) 	GOL presentation of detail records and accounts
 
of: the total grazing fee receipts in the
 
second year of system operations; the
 
administrative costs incurred in implementing
 
thE! system; and the disposition of all receipts
 
disbursed by the GOL, including those to local
 
communities for development activities. This
 
presentation to be accompanied by a detailed
 
report of the problems encountered, the
 
estimated impacts of the grazing fee system on
 
livestock offtake and animal owners incomes, and
 
development activities implemented by local
 
communities using grazing fee receipts.
 

(c) 	 The Fourth Tranche Disbursement
 

After satisfactory completion of the policy action under this
 
final phase of the program, $2,500,000 will be disbursed to the
 
GOL and the M&loti equivalent of this amount will be deposited
 
by the GOL into the Special Local- Currency Account to be used
 
for mutually agreed purposes.
 

(d) 	 The KSeParticipants
 

The key participants in the implementation of activities under
 
this final phase of the program are:
 

(I) 	 A Program Coordinating Committee composed of:
 

The Principal Secretary of the Ministry of
 
Agriculture
 

The Principal Secretary of the Ministry of
 
Interior, Chieftainship AFfairs, and Rural
 
Development
 

The Principal Secretary of the Ministry of
 
Finance
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- The Principal Secretary of the Ministry of 
Constitutional and Legal Affairs. 

(2) The MOA Department of Livestock Staff.
 

C. 	 Proposed Uses for Local Currency in Support of
 
Economic Reforms in the Agricultural Sector
 

The funds in the Special Local Currency Accounts will be used
 
in support of policy reforms t, be undertaken as part of LAPSP,
 
in accordance with the five priorities set forth below. The
 
principal and highest priority use of the funds will be -to fund
 
actions essential to completing the next phases of the two
 
policy reform components as detailed above. As the proposed
 
policy reforms are undertaken, complementary actions to either
 
ensure completion of future phases or to maximize the impact of
 
the policy reforms in the phase just completed will be
 
undertaken by the Government of Lesotho, in collaboration with
 
USATD. Transfers from the special local currency account will
 
finance these complementary'actions. Below is an illustrative
 
listing of actions to be jointly planned and implemented by the
 
program participants under these five priorities.
 

I. 	 Activities or programs proposed under the LAPSP and
 
necessary to the accomplishment of conditions
 
precede-t for a subsequent policy reform phase.
 

a. 	 Funding for an audit of Coop Lesotho's accounts
 
by an independent accounting firm.
 

b. 	 Funding of severance pay to ease the transition
 
of redundant Coop Lesotho personnel to private
 
sector employment.
 

c. 	 Conduct of a national livestock inventory as
 
part of the National Rangelands Adjudication
 
Program.
 

d. 	 A study of methods for introducing a national 
gr L.Z fee and of thc publ ic accopta it 
thereof, followed by training of personnel to 
carry out the fee collection program. 

e. 	 Improvement of the National Abattoir in order to
 
obtain certification for export of meat products
 
to the RSA.
 

f. 	 Creation of a national farm news service which 
would periodically inform livestock owners of 
prevailing livestock prices and of the dates and 
sites for livestock auctions.
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2. 	 Activities or projects proposed under the LAPSP but 
not necessary to the accomplishment of conditions 
precedent for a subsequent policy reform phase. 

a. 	 Initiation of loan guarantee and supervised
 
credit programs for agricultural input dealers
 
in need of investment and operating capital.
 

b. 	 Support through appropriate institutions for the
 
formation and development of farmer associations
 
and cooperatives, as well as training in
 
business management, marketing, accounting and
 
enterprise deuelopment for these groups and for
 
small-scale input dealers, contract tractor
 
operators, produce marketing agents and
 
agro-industry entrepreneurs.
 

c. 	 Establishment of a system for providing
 
up-to-date professional guidance and product use
 
information to agricultural input dealers,
 
contract tractor operators and the farming
 
community.
 

d. 	 A study of the current economic activity,
 
financial status and management capabilities of 
existing agricultural cooperatives. 
EInitiation of *iue animal and livestoc' product 
marketing improvements in accordance with
 
recommendations of the National Livestock
 
Marketing Task Force.
 

f. 	 A study to estimate livestock supply response to
 
the introduction of a grazing fee.
 

g. 	 A short-term training program to expand
 
Livestock Department manpower capabilities.
 

3. 	 Activities or programs which could be implemented
 
through existing USAID-financed agricultural or
 
livestock projects.
 

a. 	 Development and implementation of technical
 
packages for improved livestock and crop
 
product ion.
 

4. 	 Activities or programs which could be implemented
 
through other-donor financed agricultural or
 
livestock projects.
 

a. 	 Institution of more effective land use controls
 
over selected rangelands by creation of
 
additional national parks and rangelands at
 
major highland watershed areas adjacent to World
 
Bank's Highland Water Development Project.
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5. 	 Extensions or continuations of activities or programs
 
under implementation in the agricultural or livestock
 
sub-sectors which will contribute to a rapid increase
 
in the productivity and income growth of the rural
 
population.
 

a. 	 Reinforcement of efforts in agricultural policy
 
analysis, planning, program development, project
 
coordination, activity monitoring, and overall
 
evaluation.
 

b. 	 Improved collection and widened publication of
 
key agricultural statistical series, including
 
better monitoring of agricultural input flows by
 
source, importer, and end-user.
 

c 	 Feasibility studies for horticultural crop
 
prJuction schemes, agro-processing facilities,
 
export marketing opportunities, small irrigation
 
schemes, and similar activities.
 

IV. 	 Program Inputs
 

USAID will provide Fifteen Million Dollars ($15,000,000) in 
Grant financing to the GOL under the LAPSP of which $12,750,000 
wuill h Jin thc fCrm of dcllaa .ursemc'nts under the 
non-project assistance components and $2,250,000 in the form of 
project assistance. Immediately prior to each tranche of 
dollar disbursement in the non-project assistance component, 
the GOL wdfl deposit in the appropriate Special Local Currency 
Account the Maloti equivalent of the specific dollar
 
disbursement. Provision of these funds is required by the cost
 
of implementing the LAPSP policy reforms.
 

U.S. $10,000,000 will be provided from the Sub-Saharan Africa,
 
Development Assistance (DFA) appropriation, of which $7,750,000
 
will be considered program support and $2,250,000 will be
 
project funds'to finance the procurement of goods and services
 
fc- manaccrert c the LAPSP. U.S. S5,000,000 will be provided
 
from the FY86 Southern Africa Development Assistance (SADCC)
 
appropriation for the last two phases of the Livestock
 
Management proaram. The following discrete actions are
 
envisaged durirg implementation of the program:
 

a. The Agricultural Input Distribution Reform Package
 

As objectively verifiable evidence is presented that the
 
Government c¢ Lesotho has executed the reform actions listed
 
for Phases One, Two and Three in Section B.III.a. above, USAID
 
will disburse $500,000 for Phase One accomplishments,
 
S1,000,000 for Phase lJo accomplishments, and $2,750,000 for
 
Phase Three accomplishments. Implementation of this component
 



- 30 ­

is expected to be over a two and one-half to three year time
 
frame. However, precise timing of each of the phases varies
 
because the actions to be completed depend on the efficiency of
 
the GOL in enacting necessary Cabinet decisions and in
 
implementing those decisions at the Ministerial and operational
 
levels.
 

b. The Livestock Management Reform Package
 

As objectively verifiable evidence is presented that the
 
Government of Lesotho has executed the reform actions listed
 
for Phases One, Two, Three and Four in Section B.III.b. above,
 
USAID will disburse $1,200,000 for Phase One accomplishments,
 
$2,300,000 for Phase Two accomplishments, $2,500,000 for Phase
 
Three accomplishments, and U.S. $2,500,000 for Phase Four
 
accomplishments. This component is expected to be implemented
 
over a four year time frame simultaneously with the
 
Agricultural Input Component above. The first two phases,
 
which establish the national livestock policy and establish the
 
preconditions for a more open livestock marketing system, are
 
expected to occur over a one and one-half to two year time
 
frame. The last two phases concerning implementation of the
 
national grazing fee system will occur over a two year period.
 
As with the Agricultural Input Component, precise timing for
 
completion of each phase depends on the ability of the GOL to
 
approve and implement the necessary policy reforms in an
 
efficient manner.
 

c. Technical and Financial Support for the Reform Packages
 

To facilitate timely implementation of the discrete LAPSP
 
reforuis listed above, U.S. $2,250,000 in project funding is
 
proposed for program implementation support, technical 
and management under direct contract with USAID for 
following activities: 

support 
the 

1. The Resident Program Technical Assistance Team 

This team will Lonsist of one specialist to support Government
 
of Lesotho efforts in implementing the Agricultural Input
 
Distribution Package reforms and a second specialist to support
 
implementing the Livestock Management Reform Package. These
 
two advisors will form the core of a Secretariat, established
 
by the MOA to coordinate implementation of the program and
 
assist the Ministry in preparing documentation necessary to
 
assist the Task Forces and Program Coordinating Committees in
 
reviewing the program. The total cost for this support team is
 
projected at $1,100,000: $1,000,000 for 8.0 person/years of
 
assistance ($125,000 per person/year) and $100,000 for
 
logistical sipport and contingencies.
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2. USAID Management Assistance Team
 

This contract team will consist of a Macro-Economist, a Program
 
Assistant, and Secretary to assist LUSAID in implementing the
 
Program. The team will be responsible for coordinating the
 
preparation of all studies and documentation recessary to
 
monitor the overall program, assist in the approval process for 
the release of funds, and assist with management of USAID 
concerns in relation to administration of the Local Currency 
Account. The total cost for this team over the four year 
period is projected at $200,000. Evaluations, studies of 
special importance to the program and contingencies are 
projected at $30D,000. 

3. Short-Term Technical Assistance Requirements
 

Under the reform program, certain studies and actions will
 
require provision of short-term assistance personnel under
 
A.I.D. direct contract. These studies and actions are expected 
to include: two national agricultural input supply surveys in 
Project Years One and Four ($100,000 for each study or $200,000 
total) as part of -the LAPSP monitoring effort; funding for 
short-term legal services to draw up irrevocable sales and 
lease/purchase agreements for Coop Lesotho divestitures 
($75,000) ; an independent appraisal of all Coop Lesotho fixed 
assets prior to divestiture ($75,000); a national livestock 
inventory prior to implementation of the grazing fee and 
fertilizer subsidy removal program and a series of impact 
studies during implementation of the grazing fee program 
($200,000); ano short-term assistance to set up a computerized 
accounting system for implementation of the national grazing 
fee system ($100,000). 

V. 	 Relationship between the LAPSP, the USAID Country
 
Development Program, and the IMF/World Bank Policy
 
Framework Paper and the Structural Adjustment Facility

(PFP/SAF) 

a. 	 Linkages with the USAID Sector Assistance Program
 

Since 1986, the USAID Mission has been phasing existing
 
agricultural projects into the large multi-component Lesotho
 
Agricultur&. Production and Institutional Support (LAPIS) 
Project. The Lesotho Cooperative Credit Union Project ended in 
March 1986 and its activities were phased into LAPIS at that 
timc The Farming Syrtems Research Project ended in July 1986 
and its research activities were phased over into LAPIS at that 
time. 7he Land Conservation and Range Development (LCRD) 
Project has beer, extended for an additional year and its 
activities will be phased into I.APIS in October or November 
1988. In addition, the existing Agriculture Planning Project 
was evaluated and changes in project activities were made to 
ensure meshing with LAPIS objectives. This project was 
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extended on a no additional cost basis (using internal project
 
savings) from August 1986 to November 1991. All project
 

activities are now linked and strong lines of communication are
 

now operating among American and Basotho personnel attached to
 

these projects, as well as with policy makers in the Ministry
 
of Agriculture.
 

From the point of view of needed policy changes in agriculture,
 
the Mission has examined these inter-project linkages and
 
project activities planned to be impleme'nted into the next
 

decade. The examination revealed that, in the area of policy
 

reform, farm input supply and integration of livestock and
 
production policy and planning, inadequate exist in
resources 

our current projects to assist the Government of Lesotho to
 

tackle these larger issues. Although substantial progress has
 

been made, for example, in implementation of a grazing
 

association under the Land Conservation and Range Development
 

Project,. the Government of Lesotho has been unable to come to
 

grips with issues of grazing fees, culling, reduction of
 

livestock numbers, and herd improvement on a national level.
 

Therefore, although evident progress has been made in these
 

areas in the existing grazing association program that has been
 

underway since 1983, little or no effort has been directed to
 

incorporating the lessons learned and meaningful successes
 
achieved in the grazing associations into an overall integrated
 

no
livestock policy and action program for Lesotho. There are 


resources in the LCRD project to provide for this need.
 

Regarding agricultural inputs, the large LAPIS project, through
 

its Production Initiatives Component, is actively engaged in
 

working with individual farmers and farmer associations to
 

assist them in production of high value horticulture crops.
 
The experience of this project in obtaining the right inputs on
 

time, and in the right place, has been negative to mixed. Coop
 

Lesotho stores near the production sites have been found to
 

lack the needed seeds, fertilizers and herbicides, forcing
 
project implemcntors to search for sources of supply. Local
 

traders in these areas rarely maintain stocks of inputs due to
 

Government of Lesotho tdicts which have discouraged them from
 

doing so in the. past. Although personnel at these sites have
 

often experienced delays in obtaining inputs, eventually they
 

have bcen found. However, project personnel are concerned thaL
 
as the extent of project activities grows input supply problems
 
will increase in step with such growth.
 

The policy reform efforts to be undertaken through this LAPSP
 

initiative will directly benefit project activities in both the
 

LAPIS and LCRD projects. LAPIS's high value crop production
 

activities will benefit from assured sources of input supply
 

from more efficient private sector sources. The LCRD project
 

activities (to be implemented under the LAPIS project from
 
1988) planned for additional grazing associations and for
 

will from
intensive lauctstock production directly benefit an
 
livestock production
integratE, LLvEstock policy and meaningful 

and action plans.
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b. 	 Linkages Between the LAPSP and the Proposed IMF/World
 
Bank PFP/SAF
 

At present Lesotho has no program lending agreements with the
 
World Bank and has no Standby Agreement with the IMF. The GOL
 
recognizes, however, that it needs to address key structural
 
problems in its economy. To alleviate the burden that would be
 
imposed by a structural adjustment program, the Government of
 
Lesotho is seeking the collaboration of the Fund and the
 
Bank. Working together with missions from the IMF and the
 
World Bank, the GOL has prepared a Policy Framework Paper (PFP)
 
which could form the basis for a Structural Adjustment Facility
 
(SAF) arrangement between the Government of Lesotho and the
 
IMF. Lesotho satisfies the basic eligibility requirements for
 
a SAF low per capita income and protracted balance of payments
 
difficulties. It is designated as an IDA country.
 

When 	the PAIP was written, it was anticipated that the content
 
of a 	SAF arr-- --7t would have been determined by the time the
 
PAAD was drafted. It is now clear that while the Bank and the
 
Fund are continuing to give serious consideration to a SAF
 
arrangement, an agreement would not likely be achieved before
 
the beginning of the 1988/89 fiscal year on April 1, 1988. A 
Bank mission le-ft Lesotho at the end of October with the 
understandar: tS t a revised version of the PFP would be 
drafted in WJashington in December and January. A redraft would 
likely include discussion of restrictions on commercial 
borroA:i-.: arc' sug,=r:tdons for the gouernment's investment 
program. The revision would then be discussed with the GOL in 
February or March. 

For the moment, then, the best indicator of intentions on the
 
part of thc CoL remains the initial draft of the PFP and a
 
subordinate, documcnt, entitled "Memorandum of Economic and
 
Financial Policies," which is a more detailed statement of the
 
Government's policies to be incorporated in the proposed
 
structural adjustment program.
 

The initial draft of the Policy Framework Paper describes the
 
major economiC problems facing the country and sets forth the
 
strategy for an -adjustment program. It lists a number of 
desira .c.L ci. ngc- which tht Government cf Lesoth& 
intended to implement starting in the 1987/1988 fiscal year. 
However, it is unlikely that most of these policies would 
begin to bc pul ir pl'ace before 1988/89. The GOL's principal 
medium-term objective is to restore and sustain economic growth 
with a view to exparin employment opportunities, while 
strengthening the country's fiscal and external payments
 
positions. To achieve this aim, measures would be taken to:
 

a. 	 Expand and diversify the domestic productive
 
base through increased private investment;
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export
2. Strengthen the external sector through 

promotion and import substitution;
 

3. 	 Reduce the budget deficit to a manageable level;
 

4. 	 Strengthen economic management and planning
 
capacities.
 

The private sector is expected to play the major role in this
 
to that of
strategy, while the public sector would be relegated 


ensuring the existence of conditions favorable to private
 

sector activities.
 

Policies that would facilitate achievement of the GOL's
 

objective have been separated into three categories: production
 

policies, monetary and credit policies, and external policies.
 

The LAPSP will be concerned with a subset of production
 

policies and with some external policies. Under the heading of
 

production policies, the PFP distinguishes between agricultural
 

reforms, industrial policy, public enterprise operations and
 

fiscal policy. Of these, the LAPSP is concerned only with
 

on one 	 public enterprise
agricultural reforms the hand and 


operations on the other.
 

The list of agricultural reforms set forth in the first draft
 
such 	issues as land tenure, extension
of the PFP encompasses 


agricultural
and research. It makes no mention either of 

inputs or of government subsidies thereon; nor does it discuss 
supply through Coop Lesotho. Nonethelessthe problems of input 

any improvinints in the input supply system would be thoroughly 
PFP's aim of promoting the production of
consistent with the 


high-value crops and encouraging the use of efficient
 

agricultural managemrent techniques.
 

its 	 improve livestock
In accordance with objectives to 


production, increase land users' responsibility for range use,
 

and encourage the promotion of grazing associations, the GOL
 

published on 22 September 1987 a comprehensive statement of
 

changes in national livestock policy to reduce overstocking and
 
use of more economic production
to provide indentives for the 


the Government,
methods . (See Annex 3. ) As a first step, 


hav ng consultEd and obtainEd the unanimous suppcrt of thc
 
that the grazing fee would be
principal chiefs, announced 


instituted as early as October 1988.
 

Under the rubric of public enterprise operations, the GOL has
 

enunciated the objective of eliminating government budgetary
 

support for the recurrent operations of any public enterprise
 

by the end of the 1991/92 fiscal year. The public enterprise
 

category is considered to include any that operate as
 
Technical Operations Unit
government departments such as the 

(TOU) of the Ministry of Agriculture. The GOL's announcement 
the TOLI would be on 18 August 1987 (see Annex 1) that 
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a
restructured, decentralized and phased out as government
 

service is thus fully consistent with its medium-term strategy
 
elaborated in the PFP.
 

The future of the second parastatal concerned with agricultural
 
inputs and services, Coop Lesotho, is less clear at the
 
moment. The Government's policy statement of 18 August
 

indicates that Coop Lesotho will privatize its retail outlets,
 

though not its regional wholesale operations. A major
 

component of the LAPSP is to assist in the privatization
 
process, so that Coop Lesotho ceases to be a drain on the
 

government budget and competes on an equal footing in the
 

agricultural input supply business.
 

Privatization of some or all of the functions of and Coop
 

Lesotho would be aided by an increase in credit available to
 

the private sector and by the introduction of a government loan
 

guarantee srhpme to enable small scale enterprises to borrow
 

from commercial banks. Both measures are envisaged in the
 

Memorandum of Economic and Financial 
Policies.
 

In its discussion of external policies, the draft PFP
 
sector
distingUishes the GOL's main objective in the external 


as the achievement of a viable balance of payments. This 'ijld
 

be attained by:
 

1. Expanding and diversifying exports,
 

2. Containing import demand, and
 

3. Limiting commercial external borrowing.
 

At the moment the development of most concern to the Bank and
 

the Fund is the GOL's continued propensity to undertake
 

external commercial borrowing under hard terms. This is of no
 

direct relevance to the LAPSP, but the project can have impacts
 

on both of the first two items. The livestock component of the
 

an effect on exports by encouraging the
LAPSP will have 

excess sheep slaughter
destocking of cattle, and goats for 


either at the* Maseru abattoir or, from eastern districts, at
 

more a:cesslt~e abattoirs in RSA.
 

can expand and diversify
The agricultural inputs component 

agricultural exports by making modern inputs more widely and
 

i adily available. Any increased production of high-value
 
beans peas largely
horticultural crops, and would be destined 


for export while any increases in production of the traditional
 
-- importfood-grains -- maize, wheat and sorghum will reduce 

demand. On the other hand, there will be some countervailing 

increase in import demand for agricultural inputs as the 
accessible.distribution system makes them more readily 


Howcevr, the availability of a wider and more appropriate range
 

Of uSUtSbd27(e fertilizers and chemicals will help direct
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demand toward more economically efficient applications. Any
 
than matched by reduced
increase in imports will be more 


agricultural imports and increased agricultural exports.
 

sum, the LAPSP is focused on a subset of the policies that
In 

are likely to figure in any structural adjustment program put
 

Bank and the Fund. The measures
together by the GOL, the 

envisaged in the LAPSP will reinforce the program and are
 

clearly consistent with its objectives and strategy. They will
 

assist the GOL in carrying out the agricultural, state
 
are
enterprise and balance-of-payments policies that presently 


contained in the draft Policy Framework Paper.
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C. PROGRAM SPECIFIC ANALYSES
 

I. Macroeconomic Analysis
 

a. Consequences of Over-Dependency
 

Section B.I. above discussed four aspects of Lesotho's
 
extraordinary economic relationship with the RSA. There are of
 
course dangers as well as advantages from this state of
 
dependency. This section examines the former.
 

I. Stagnation or Decline in Remittances
 

The average number of Basotho miners employed within the RSA
 
fell from over 124,000 in 1978 to 114,000 in 1984. The number
 
began to increase again, however, in 1985 and reached 127,000
 
in the first quarter of 1987. Meanwhile, the amount of miners'
 
cash remittances back to Lesotho rose slowly from M 33 million
 
in 1978 to *.( m-llior-in 1981 and then sharply to M 284
 
million in 1986.
 

This significant increase in injections of income into the
 
Lesotho economy more than compensated for a secular decline in
 
domestic agriculture with Lihich it coincided. The decline in
 
crop producficr, has been such that it now adds considerrihly
 
less to the domestic economy than livestock. A production
 
index of the five major food crops peaked at 153 in 1977/78 and 
then fell sharnly in the drought years of the early 1980s. By 
1984/85 the index stood at only 76. Indeed, one reason cited
 
for the sharp increase in remittances is the drought-induced
 
loss of income by farm families whose sons were working in the
 
South African mines.
 

The crucial role in the Lesotho economy played by th flow of
 
remittances is quite obvious. A danger is that exogenous 
events will cause the flow to stagnate or even decline. For 
example, some 6,000 Basotho jobs were initially lost as a 
result of the recent miners' strike, but it is believed that 
about half of them have been regained. In the next few years 
the actual number of mining jobs held by Basotho can be 
expected to decline somewhat as a result of greater 
mr.Z C r Er:r comt2tionr. from th: aEcE Sc Afrca- an
 
"homeland" labor. In itself, this is not cause for great 
concern. Rising wages are expected to hold the real value of 
miners' total earnings nearly constant over the next three or 
four years.
 

However, as one looks further into the future, two developments
 
loom. One is probable; the other possible. The former is the
 
probability that South African mines wifl absorb few of the 
male entrants into the growing Basotho labor force. The 
number of mFle entrants Will exceed 150,000 between 1986 and 
2000, but it fs becoming harder for novices to be hired at the 
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mines. The second development is beginning to be evident. The
 
South African mining companies value the reliability and
 
longevity of commitment on the part of Basotho miners. Over
 
time growing numbers of experienced miners may be induced by
 
the mining companies to bring their families and install them
 
in company housing. Anglo-American is reported to be building
 
24,OOO housing units. This phenomenon could cut seriously
 
into remittances. Similarly, the skilled workers, teachers and
 
professionals who are increasingly being drawn by high salaries
 
to work in the "homelands" may take their families and
 
consequently reduce remittances. This is one area where, in
 
contrast to the mines, there is a growing market for factor
 
earnings.
 

In the short run, therefore, Lesotho's ability to double its
 
GDP by means of remittances from its nationals in the RSA and
 
the "homelands" does not appear to be seriously threatened.
 
Yet in the medium term it is clear that Lesotho is highly
 
vulnerable. By reinforcing the structural adjustment process
 
and increasing the efficiency of the domestic economy, the
 
LAPSP will help the GOL to reduce its great dependence on the 
export of factors and be better prepared for an eventual 
downturn in remittances. At the same time, the partial or 
complete privutization of agricultural input distribution and 
services, along with inducements to greater livestock 
productivity, will provide new opportunities for the
 
investment of remittance income.
 

2. Restrictions on Trade
 

Because of its geographic location, Lesotho will remain 
vulnerable to border closings or slowdowns affecting flows in 
merchandise trade. The LAPSP will help to mitigate this 
vulnerability by raising agricultural and livestock 
productivity. While Lesotho will hardly become self-sufficient
 
as a consequence, it should be allocating its domestic
 
resources more efficiently and be better able to withstand
 
short-term blockages.
 

31. Reductions in SACU Revenue
 

Some reduction in revenues from the South African Customs Union
 
should be expected after a peak is reached in 1988/89. The
 
formulate that are used to determine member state shares give
 
each of the three smaller countries a portion of SACU receipts
 
equal to that nation's share of dutiable goods imported into or
 
produced in the SACLI region. During 1983/1984, for example,
 

Lesotho produced or imported 11.1 percent of the region's
 
dutiable goods. It received an additional 42 percent of that
 
amount or 4.7 percent (11.1 + 4.7 = 15.8) "'-o counteract the 

disadvant&qcs of being [a] member in a customs union with a 
much more deueloped economy, such as diminished fiscal 
discrction ari. a dimini shed potential for development" 
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A third formula stabilizes year-to-year SACU revenues to
 
Lesotho, Botswana and Swaziland by adding one half of the
 
difference between the product of the first two formulae (15.8
 
percent) and 20 percent. For 1983/1984 2.1 percentage points
 
were therefore added to give Lesotho a 17.9 percent share of
 
the SACU pooled receipts. If the initial result had exceeded
 
20 percent, the difference would have been subtracted rather
 
than added. Since 1974, the three formulate have kept
 
Lesotho's share between 17 and 22 percent of pooled SACU
 
receipts.
 

The fact that Lesotho receives a level of revuenues greater than
 
its actual share of dutiable goods produced and imported into
 
the customs union is clearly an "incentive" for Lesotho to
 
maintain its SACU membership.
 

Recently, the RSA unilaterally reduced the size of the SACLI
 
pool of receipts by cutting rates for RSA excise taxes, which
 
are included in the pool, while raising the rate of its own
 
domestic sales tax, which is not. What is more, the RSA has
 
been discussing with the other member states revision of the
 
entire' SACU agreement. Present indications are that any
 
revisions will reduce Lesotho's share of SACU receipts toward
 
the point where it receives no more than the equivalent of its
 
actual share of dutiable goods.
 

A Central Bank forecast shows that 56 percent of government 
reuenuc_ jr. 398C/87 wcrc obtainc-d from SACLI receipts (Central 
Bank of Lesotho, _uarterla. Review, June 1987.) This marks an 
improvemcnt from 1985/86 when the corresponding figure was 66 
percent, but it is evident that the GOL needs to develop 
alternate sources in anticipation of eventual reduction in SACLI 
receipts. This would be prudent even though the GOL is 
expected to reCEiue the equivalent of one year's current 
revenue (as much as M250 million) in incremental SACU receipts
 
between now and the mid-1990s simply from imports for the
 
construction of the Highlands Water Scheme. From a long-term
 
development perspective, it would be better for Lesotho to
 
forego some revenue generated by imports for the Lesotho
 
Highlands Wate'r. Scheme (LHWS) and encourage greater use of
 
domestic resources instead.
 

What alternate source of government revenue are feasible?
 
Income, company and sales taxes are current sources, but they
 
supplied only 8, 4 and 17 percent of forecast 1986/87 revenues,
 
respectively. Remittances from nationals working in the RSA
 
are not taxes in any form at present. The domestic sales tax
 
rate is 12 percent, which may be appropriate since it is on a
 
par with RSA's. Rather than imposing major new forms of
 
taxation, the GOL is being urged by the World Bank to improve
 
and samplafy its income tax system in order to enhance
 
collection, while also increasing collection of sales tax at
 
the border on imported goods which have been exempted from RSA
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sales tax. It has been suggested that miners be required to
 
pay an appropriate lump-sum tax as they depart on a new
 
contract, rather than having any tax imposed directly on their
 
income.
 

The IMF will soon conduct a study of the revenue base to help
 
the GOL decide how to reduce dependence on SACU receipts.
 
Indeed, any SAF arrangement will give prominence to expanding
 
and diversifying the revenue base while placing a tighter rein
 
on government expenditures, The LAPSP will initially help
 
the GOL in this effort since one component aims to raise 
revenues from a new source -- livestock owhers who have 
benefitted from the externalities of open access to pasture to 
the point of overgrazing. The revenues from the fee will be 
substantial if it is effectively administered. They should 
fall in the M 5 to 15 million range annually. Collection of M 
10 million would be equivalent to forecast revenue from the
 
Company Tax and almost half that from the Income Tax in
 
1986/87. To some extent the new grazing fee may be paid, not
 
from the sales proceeds of culled animals, but from miners'
 
remittances. Such choices are likely to be economically
 
irrational since the opportunity cost of drawing on remittances
 
is apt to be higher than the return from an unproductive older
 
animal. In fact, by creating more opportunity for the private
 
sector in agr-Lc.lture and livestock, the LAPSP should provide
 
new ways for thE profitable investment of remittances.
 

F trictions or Lesotho's Forein Assets
 

Lesotho's membership in the CMA subjects its monetary system to
 
regulations imposed by the Reserve Bank of South Africa 
(RBSA). The Lesotho/RSA bilateral agreement guarantees 
Lesotho's access to foreign exchange from its resources with 
thc RB5: on thc. bcst terms available to the most favored 
indiuiduals or institutions in the RSA. Nevertheless, Lesotho 
and thE RSA are not equal in the CMA. For example, the RBSA 
requires a 100 percent Rand reserve against the issuance of 
Maloti and that at least 65 percent of Lesotho's foreign
 
exchange reserves be subject to management by the RBSA. The
 
treaty can be'abrogated only on six months' notice. Lesotho,
 
therefore, is vulnerable to decisions by the RBSA to freeze or
 

:im t acccss to asscts owned b thE. GOL but controllEa by thE 
RBSA The LAPSP is unlikely to reduce this aspect of 
dependency but, by helping expand Lesotho's productive 
capacity, it will strengthen the domestic financial system. 

b. Total and Per Capita Real GDP and GNP
 

Even with extensive policy reforms and additional foreign
 
assistance, Lesotho's real per capita GNP is likely to fall in
 
the mt-dium term. This is a relatively new development. In
 
real terms, por capita GDP and per capita GNP both averaged 4.5
 
to 5.0 percent growth during the 1970s. During the 1980s,
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however, real per capita GDP has fallen over bne perceL per
 
year, while real per capita GNP has risen just under one
 
percent per year. The fall in growth rates has ben due to
 
drought conditions in the early 1980s, to the closing of
 
Lesotho's diamond mine in 1982, and to economic policias that
 
have proven to be inadequate or counter-productive, especially
 
in agriculture.
 

Over the next five years, the real value of wages and salaries
 
earned in the RSA by Basotho nationals is expected to remain
 
constant or rise only slightly. Domestically, without major
 
economic policy reforms, Lesotho's real GDP is projected to
 
grow at just two percent per year. The results of the 1986
 
national census have revealed an average population growth rate
 
of 2.6 percent annually since the 1976 census. This is an
 
increase from 2.3 percent. Accordingly, two percent growth in
 
GDP translates into a 0.5 percent per year fall in per capita
 
GDP and a 1.5 percent per year fall in per capita GNP.
 

After further consultation with the IMF and the World Bank, the
 
GOL will undertake a ".number of structural reforms. If
 
successful, these reforms are expected to raise real GDP growth
 
to 3.5 percent per year over the period 1988 to 1993. However,
 
if earnings in the RSA are stagnant, this increase will be t&o
 
small to keep real per capita GNP and real per capita private
 
consumption from falling about 0.5 percent per year. The LAPSP
 
is intended to mesh with the GOL's other economic reform
 
programs aril tc, moderate thc, projected decline in real per
 
capita GNP and private consumption.
 

c. Labor Force and Employment
 

Lesotho faces the prospect of a rapidly growing labor force,
 
limited employmEnt opportunities in the domestic economy,
 
little or no expansion of jobs for Basotho in the RSA, and
 
downward pressurE on domestic wages Lesotho's economically
 
active population numbered 670,000 pcrsons in 1986. The 1986
 
census also showed a population of 635,000 under the age of
 
15. Most of these individuals will have entered the labor 
force by 2000'wbile not all of the 204,000 persons in the 45-64 
age group wIll have withdrawn. The prospective net growth rate 
of ne, entrants is Et least 20,000 persons per year oUer the 
period from 1987 to 2000, peaking at about 25,000 in the last 
five years of the century. 

Of the 670,000 active persons in 1986, 121,000 men were
 
employed in South African mines, another 16,000 may be
 
estimated to have been mine workers resting between contracts,
 
and 18,000 were working in the RSA outside of the mines. This
 
last figure as thought to be too low, but a more accurate one 
is not available. Subtraction of the mine workers and others 
employed in the RSA leaves an estimated 515,000 active 
persons. Of these, 65,000 worked in Lesotho's modern sector, 
ar thc- remaindcr (about 450,000) worked in agriculture and the 



- 42 -

Almost one-half of employment in the formal
informal sector. 

wage sector (48 percent) consisted of government jobs.
 

accounted for a relatively small number (13
Manufacturing 

percent), while construction jobs had some significance (10
 

Most of the remainder were 
in trade.
percent). 


Only 12 to 15 percent of the total population in Lesotho is
 

urban, and 60 percent of the urban inhabitants are located in
 

the capital. The importance of remittances for the 85 percent
 
revealed by
of the population living in rural areas has been 


from the Bureau of Statistic's 1986/87
preliminary results 

Migrant remittances are the principal
household budget survey. 


of income for 39 percent of rural households, and 43
 source 

at least one member working in
 percent of rural households have 


on the other hand, is the main
the RSA. Subsistence farming, 

for only 28 percent of rural households.
 source of income 


rural income are even more
Figures on the sources of total 

59 of total
striking. Migrant remittances make up percent 


annual income, while subsistence farming accounts for 18.5
 

percent and cash cropping 6 percent. The rural population's
 

is'. clear, but not all segments have
reliance on its migrants 

benefitted.
 

availability and income
The picture with regard to land 

the
distribution is quite uneven. On the one hand, number of
 

landless rural households is growing. By the 1986 census it
 

had reached 25 percent of the total, compared to only 13
 

On the other hand, remittances
percent in 1970 

have very low cash
notwithstanding, many rural households 


incomes. The Bureau of Statistics survey revealed that one
 

than M 50 per month and over
 
quarter had cash incomes of less 


100 per month. The average for

40 percent received less than M 


rural households is M 237 per month.
 

number

Some observers believe that although there is a growing 


is not yet a

of landless rural households, land pressure 


problem. A Land Tenure Commission has been looking
serious 

a law which
into the situation and has reported that 1979 


often.
allowed leasing oF land has not been invoked 

land for asparagus, a perennial
Cash-cropping 'farmers seeking 


other words, the safety valve
 
crop, seem to have found it. In 


of employment in the RSA has continued to work. It may be that
 

the landless rural households live quite adequately off
 

not off of support from urban relatives. Jobs

remittances, if 


harder to get, but the employment
in the mines may become 

networks running back to Lesotho's rural areas may still
 

function well. The newer opportunities may quickly arise in
 

the form of skilled and professional employment in the
 

All of this may suffice until the mid-1990s,
"homelands". 

more productive
barring any major upheavals. But the need for 


backward

and mcire remunerative jobs in agriculture and in its 


A number of serious

and forward linkages is apparent. 


The Kingdom
outside of Lesotho's control.
uncerta:ntie loom 
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cannot wait much longer before it makes more efficient use of
 
its domestic resources and fosters the creation of private
 

sector employment to absorb some of the new entrants into the
 

labor force. The LAPSP will aid in the process by encouraging
 
employment creation in agricultural input supply and in
 

providing incentives for increased livestock offtake and
 
greater livestock productivity.
 

d. The Government of Lesotho Budget
 

Even with the reforms the GOL may implement, the budget deficit
 
is projected to remain above five percent of GNP into 1989 and
 

above four percent of GNP into 1991.
 

The budget deficit peaked at 9 percent of GNP in fiscal year 
1981/1982 before being brought under control and reduced below 

2 percent of GNP in 1984/1985. However, the deficit may again 
reach 9 percent of GNP during 1986/1987; and, without extensive 
policy reforms, it is expected to remain in the range of 8 to 9 
percent of GNP during the period 1987 to 1992. If receipts 
from the SACU do not perform as projected, the deficit would be 
larger. 

The LAPSP will assist the GOL in implementing economic policy 
reforms which will greatly reduce the role of Coop Lesotho and 

of the Technical Operations Unit, transfer their essential 

service functions orimarily to private sector agents, and stem 

the. drein th&at tiE organ-izaLions have made on the budget. 

e. The Balance of Payments and Foreign Trade
 

According to IMF/World Bank projections, if structural measures 
are speedily implemented, Lesotho could achieve a viable 
balance-of-payments situation in the medium term. The staffs 

of the Fund and the Bank have projected financial gaps of SDR
 

3,000,000; 1,700,000 and 2,000,000 for 1987/1988, 1988/1989 and
 

1989/1990, respectively. These could be filled if Lesotho were
 

to receive thrEe tranchcs from the Structural Adjustment
 

Facility .arrangement now under consideration.
 

ThE Fund/Ear, prAjectios havc assumed a continuation of the
 

decline in per capita imports begun in 1983, although new
 

figures show that imports leaped upward by almost M 100 million
 

or 12 percent in 1986 (Central Bank of Lesotho, guarterl~y
 
Review, June 1987). The same projections also assume that both
 

per capita GNP and private consumption will fall over at least
 
the next five years.
 

Lesotho's prnci ; fc.reign trade prolcim is its dependency en 

imports financed principally by worker remittances. 
Merchandise ampc-rts exceed GDP by 30 to 40 percent, while the 

value of merchandise exports is only seven percent of imports. 
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levels have been sustained by the
 
These large import 


of remittances is expected

remittances. Since the real value 


term, this source of
 
to hold barely constant in the medium 


import growth appears to have ended.
 

of
 
1980, diamonds constituted 50 percent of the value 


In 

The diamond mine closed,


Lesotho's merchandise exports. 

now under
value of diamond exports is 


however, in 1982 and the 

the start of the 1980s, non-diamond
 

M2 million per year. At 

volume
stagnant. Since 1982, their 


merchandise exports were 

growth is
 

has grown almost eight percent per year. Such 

of Lesotho's exports and to


diversification
essential to 

It is nonetheless
 means of financing imports.
finding new 


eight percent in
 
worth noting that a significant increase of 


be
revenues in 1987 would
merchandise export
non-diamond 

0.6 percent decline in workers' remittances.
 negated by a mere 


growth and
 can produce both export

The agricultural sector 


Livestock offer a
 
for tood currently imported.
substitutes 
 - i.e.exports. Livestock products


potential for increased 

32 percent of


hides and skins - made up
wool, mohair, 


and 50 percent in
 
merchandise exports in 1981 


1985. Live animal exports, however, fell between 1981 and 1985
non-diamond 


exports.

from 4.7 to 2.4 percent of non-diamond merchandise 


to the uneven effects of
been due
The latter decline may have 

over those years, to continuous range degradation,


the drought 
 As the
to cull unproductive animals. 
and to lack of incentives 
Lo int,.erL :ts new livestock policy (Anncx 3), th 

GeL begin, 
be reduced, leading to
 

size of the national herds will 

meat to the
 

exports of live slaughter animals and/or
increased 
 that the RSA can
Board officials state

RSA. South African Meat 
 in the
beef that Lesotho can export

take all of the Grade C 

to years, and Natal remains a good market for 
next three four 


contribute
the livestock program would 
mutton. Subsequently, 

in range quality and gradually


to reversing the decline 

of higher quality animals available for
 

number 


export.
 
increase the 


have the immediate effect
 
Increased food-grain production would 


food imports. Lesotho's three grain mills
 
of substituting.for 
 the Maseru
cf primary products from RSA. 

irr:rt r,-st the--


private African owned company which
 
Roller Mills, a South 


a third, impcrts about
and is planning
operates two maize mdlls 

Lesotho Flour Mills
 

The food deficit 


75 percent of its maize. The 

imports seven-eights of its 
sta

maize 
te-ow
and 

ned 
all but one percent of 

its wheat. 

has been aggravated by drought and population 

of the three main food-grains -- maize,
Production
increasE 
 in 1986, a
metric ton.s 


wheat and sorghum -- reached 130,000 
only about one--half
 

froir 165,000 tons in 1985. This is 

declin-


of national food-grain requirements of
 
the GOL'S estimate
of 
 the fall in
 

313,003 tons anrually. In addition to drought, 
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domestic agricultural output has been attributed in part to
 
land 	degradation, evidenced by yield declines of 4 percent per
 
year, and in part to the effects of inappropriate government
 
policies. Until this year policies have tended to discourage
 
private initiative in applying more intensive farming methods
 
to the small plots that characterize Basotho agriculture.
 
There is a striking contrast between the vast acreage and
 
attendant economies of scale found on South African farms a few
 
miles away and the condition of farms in Lesotho. South
 
African members of the Ficksburg cooperative, for example, farm
 
spreads averaging 700 to 1,000 hectares. The average farm
 
household in Lesotho has less than 2 hectares.
 

The Government's statement of 18 August 1987 on agricultural
policy issues, reproduced in Annex I, states unequivocally that 
land in Lesotho has been "mismanaged and abused." It points 
out that the "local contractor approach" -- whereby small 
landholders hire private tractor owners to farm land that would 
not otherwise h&, benefitted from modern inputs -. is a very 
positive step that should henceforth be encouraged by official 
policy. The Government statement acknowledges that yields in 
contractor schemes have been equal to or higher than those in 
state- subsidized programs. It notes that private contractors 
are more efficient than government bureaucracies, reach more 
farmers with modern technology than government extension 
agents, and use their own capital rather than being a drain on 
governmenL budgets. A main objective of the LAPSP is to help 
the GOL carry out the steps, such as the phasing out of the
 
Technical Ope-rations Units of the Ministry of Agriculture, that
 
are explicit as wcll as implicit in its policy statement.
 

Ii. Sectoral Assessments
 

a. 	 Egricultural Input Component to Reduce System
 
Inefficiencies and Market Distortions
 

Crop 	 production and livestock enterprises provided economic 
activities for two-thirds of Lesotho's domestic labor force yet 
accounted for only 25 percent of GDP in 1985/86. This was an
 
improvement from-a low of 20 percent during the drought years 
oI t' cc<. 198Cr h1. fa- befL.' thc 38 percent contrilb tcd ir 
1974/75.
 

LesothoIs current 5-year develooment plan calls for increased
 
production of basic staple foodstuffs, high value horticultural
 
croFs, livestock and forest products. The government's general
 
plan for increasing production is to maintain traditional food
 
production patterns, while at the same time promoting intensive 
agricultural prouuctiorv. An increasing and reliable flow of 
improved agricu2tural inputs, particularly fertilizers, pesti­
cides, improved seeds and farm equipment and machinery, will be 
crucial for the achievement of these objectives.
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Utilization of improved inputs in Lesotho (with the notable
 

exception of land tillage equipment and machinery) is quite
 
low. Statistics on pesticide consumption are not available,
 
but fertilizer use amounted to only 11,000 tons in 1985.
 

The major constraints influencing use of modern agricultural
 
inputs in Lesotho are:
 

1. 	 Subsistence production systems based on low cash
 
inputs, low labor inputs, and farmer risk-aversion
 
strategies under conditions of highly variable
 
rainfall.
 

2. 	 Input marketing problems, including late deliveries
 
and/or non-availability of critical inputs, lack of
 
technical support by input suppliers, and the
 
inappropriateness or poor quality of inputs supplied.
 

3. 	 Inadequate delivery of technical advice to farmers
 
via the qovernment extension service and insufficient
 
on-farm demonstration of viable and profitable
 
technical packages compatible with -the subsistence
 
pattern described above.
 

4. 	 Output marketing problems, including the lack of
 
information on commodity prices and potential
 

markets, high variability in seasonal product prices,
 
and h:ik transr.rtation costs.
 

The policy reforms to be implemented with the support of the
 
LAPSP are focusEd on lifting the constraints and problems noted
 

in the second item above by facilitating the free flow of
 

agricultural inputs to farmers through an efficient
 
non-governmental, unsubsidized marketing system. The p,-,iicy
 

reforms will also have an impact, however, on the other
 
constraints mentioned W.Iove.
 

Policy reforms which will bring into being such a privatized 
input marketing system have been announced by the Government of 
Lesotho or are p-esently under consideration. These are:
 

1. Positive support to the development of an or., 6nd 
competitive market for the supply of agricultural
 
inputs.
 

2. 	 The restructuring of Coop Lesotho to play the role of
 
a true cooperative input wholesaler in competition
 

with 	other private sector suppliers.
 

3, 	 The withdrawal of the GOL as a shareholder in Coop 
Lesotho. 

4. 	 Rernc,-.a of all government subsidies on fertilizers. 
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These policy reforms are closely interconnected and 	each is
 

essential to the effectiveness of bringing about a privatized
 
no
input marketing system. Although there appear to be legal
 

restrictions on private trade on farm inputs, such restrictions
 

have been imposed on private traders in the past, and the
 

perception remains strong enough among some to keep them out of
 

this market. A clearly announced policy of open commerce in
 
move
agricultural inputs will encourage these traders to into
 

the market again.
 

The phased transfer of TOU activities under the IMF PAF -- a 

major user of agricultural inputs -- to the private sector will 

result in a gradually increasing demand for such inputs as 

private contract operators and associated farmer groups 

increase in importance. The existence of a competitive 

privatized input market will assure input availability to these 

groups on a timely efficient basis.
 

The removal of subsidies, the withdrawal of GOL participation
 
from Coop Lesotho and the reduction of Coop Lesotho to an input
 

wholesaling operation a're closely linked. The removal of Coop
 

Lesotho's input retailing responsibilities presents the
 

opportun.ty for a substantial increase in the numl.., and
 

distribution of sales outlets operated by general traders and
 

cooperative groups. The removal of subsidies reinforces this
 

development since it will eliminate the impediment that has
 

kept many private retailers from handling fertilizer. As
 

discussed becw. a few private retailers do succeed in
 

marketing some fertilizer despite Coop Lesotho's subsidy
 
Coop
advantage. They do so because they have fertilizer when 

Lesotho does not -- though on occasion they buy out Coop 
-- or becauseLesotho's limited stock and add a, slight markup 


they have better location and a much wider range of merchandise.
 

Although the price of fertilizer would be expected to rise to
 

about M 21.00 ($10.50) or slightly higher per 50 kilogram sack,
 

compared to Coop Lesotho's average subsidized price of about M
 
18.00 per sack, this should not significantly affect demand.
 

Farmers value availability, which Coop Lesotho has not been
 

able to assure,. as shown by sales at the Phela-U-Phelise
 
Cooperative, discussed below, which currently sells its
 

fertilizer 	for M 21.22 per sack. Furthermore, there will bc
 
not
little opportunity for exploitive pricing of inputs, only
 

because of the opportunity presented by the reform for
 

increased access of retail traders to the market, but also
 

because of the existence of a large number of both wholesale
 

and retail suppliers of all inputs in the RSA, directly
 

adjacent to Lesotho's major crop producing areas.
 

Since all Lesotho's agricultural inputs come from the RSA, an
 

opportunity will evolve for significantly improving the quality
 

and avail&bility of technical information to producers from b 

groirc notwork, of supplier agents motivated to increa :, the 

http:opportun.ty
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utilization of their products. It should be noted here that a
 
string of active farmer cooperatives exists along Lesotho's
 
border at Bethlehem, Fouriesburg, Ficksburg, Clocolan,
 
Ladybrand, Hobhouse, Wepener and Zastron. The accessibility of
 
these cooperatives to farmers in western Lesotho is clearly
 
shown in Annex 4 Figure 4.2. All of the RSA cooperatives have
 
long experience in dealing with Basotho farmers, traders and
 
cooperatives, and all have expressed interest in increasing
 
commercial relations, in conducting farm demonstrations, and in
 

farmer and cooperative training for Basotho groups.
 

The proposed policy reforms can have a very positive effect on
 
Coop Lesotho's operations. A reduced operation can enable the
 

resolution of some of the management problems which have
 
plagued the organization, as well as substantially reduce its
 
operating costs. The divestment of its retail sales outlets
 
eliminates the source of many of its financial difficulties
 
since most of its outlets and many current product lines are 
loss-makers. T;ic financial problems caused by delayed 

government subsidy reimbursements will be completely eliminated 
by the removal of the fertilizer subsidies under LAPSP and the
 

phase out of the TOU under the IMF SAF. Finally, withdrawal of
 

government participation presents the incentive for the
 

restructured organization to develop its role as a cooperative
 

institution (and its turnover) by attracting primary and
 
secondary cooperative groups to become shareholders and
 
customers.
 

The proviso that Coop Lesotho become "one input wholesaler
 
among many wholesalers" is an important one. No useful purpose 

would be served by giving a restructured Coop Lesotho a 

monopoly on the import of agricultural inputs. This would 
preclude other agents from accessing alternative input sources
 

both in Lesotho and the RSA, stifle competition, and remove
 
Coop Lesotho' s incentive to run a tightly managed, minimum
 

cost, service-oriented organization. One model for the
 
2iberalization of input markets following the restructuring of
 

Coop Lesotho is already evident in Lesotho. Two present
 

competitors of Coop Lesotho are Garden Center and Aprivet, both
 
serve as local sales agents for a
Basotho-owned companies which 

uariety of South-Pfrican suppliers. The former specializes in 

seed, chemicals, gardening supplies and other horticultural 

inputs. The latter specializes in veterinary supplies and
 
livestock feed. Both have increased their operations over the
 

past three years and are perceived by their clients as superior
 

to Coop Lesotho in the level of technical advice they supply.
 

A second model in input supply is represented by Jandrell, a
 
large Basotho-owned general trading store in Mohale's Hook. 

Jandre]] deals in building supplies, furniture, household goods 

and a broad range of general supplies. Until 1985, it also 

sold fertilizers and in that year sold over 200 tons. Thc 

store dropped its fertilizer line, however, because of the 
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fertilizer subsidy. Jandrell management stated they would
 

again handle a complete line of agricultural inputs if it were
 

clear there were no restrictions on their doing so and iF I.he
 

fertilizer subsidy were either removed or made available
 

through them also. They also stated they were in a position to
 
deliver inputs to villages at a very low marginal cost since
 

they already have an organized, regular delivery service for
 
their other items throughout the southern part of the country.
 

A small trader in Pitseng offers another example of the kinds
 
of private sales outlets which could take ouer agricultural
 
input retailing with the closing of Coop Lesotho's stores. The
 

Mhapso Supermarket sells not only groceries, staples and
 

general supplies as its names implies, but also a limited range
 
of seeds and light farm equipment such as ox-drawn seeders,
 

plows and harrows. The proprietor sells fertilizers when he
 

can buy them from the nearby Coop Lesotho outlet at subsidized
 

prices for resale at a low markup. This store also delivers to
 

villages in the area. The proprietor would move quickly into a
 

full line of agricultural inputs should the Pitseng Coop
 

Lesotho outlet be closed.
 

A final example of the type of input market supply organization
 
envisioned by the LAPSP already exists in the Phela-U-Phelise
 

CoopertiVe. This cooperative was formed in 1984 with the
 

support of the Hololo project. It services the input needs of
 

2,300 farms in a large area in the north of Lesotho from a
 

central depot dn Khukhune and 18 village sales outlets.
 
but is allowed
Phela-Li-Phe2ise is associated with Coop Lesotho, 


to bug its inputs from supply agents in Bethlehem and farmer
 

cooperatives in the RSA. Fertilizers are sold at
 

non--subsidized prices. The cooperative is well managed and its
 

sales agents can answer farmer questions about input use. When
 

a sales agent cannot respond to a technical question, he refers 

thco farmer to a regional agricultural extension officer. The 

system functions effectively. The cooperative's credit is good 

with its suppliers and inputs are bought on 30-day credit using 

the cooperative's own vehicles -- three, including a 10-ton 

truck -- bou,9ht with its own capital. When cash flow problems 

arise, short-term credit is available from the Lesotho 
Bank. The GOL envisions theAcricultura2 Dcueopmcnt 


not
replacement of Coop Lesotho's retail operations only by
 

individual traders or trading firms but also, to the extent
 
of the
possible, by agricultural cooperatives along the lines 


Phela-LI-Phe2ise model., Unfortunately, there are few such
 

cooperatives, even in embryonic stages of deuelopment. The
 

GOL's plans for the privatization of TOU operations also are
 

based upon the development of farmer groups gradually evolving
 

into true cooperatives.
 

The LPFSP Ji supr.c-t~e of the GOL's objectives in cooperative
 
for the use of Special Local Currency
develcpmnrt and allows 

Account (fLVK f :S for cooperative formation, tratninc and 
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support. Another constraint, which may arise for small 
private
 

associations, is
and contractor/farmer
traders, cooperatives 

on
investment credit terms
 

the lack of operating and capital 

needs of such agents. Programs to respond to
 

adapted to the 

needs, should they arise, have also been
 

agricultural credit 

of SLCA funding.
identified as potential users 


an

b. Livestock Management Component to Develop 


Install a
Integrated Livestock Management Program and 


National Grazing Fee System
 

for an Integrated Livestock and Resource
 A comprehensive policy 

that initiatives be undertaken in
 

Management Program requires 

resource
 

the areas of livestock production, marketing and 


management.
 

A National Grazing Fee to be effective wi]l require a set of
 

in the livestock subsector to insure,

complementary actions 

foster and sustain commercialization of livestock herds.
 

Livestock Management
The initiative to develop an Integrated 

designed precisely to put in
 

Program, with ISAID assistance is 

statement and an accompanying
place such a comprehensive policy 


policy. With
 
strategy to implement the key elements of that 


the policy and implementation

respect to development of 


levels must formulate programs
thr' GOL at the highest
strategy, 

and discrete policy strategies in the following areas:
 

I. Current Divergence Between

A Stra tevAto Correct The 


Return to

the Financial and Economic Rates of 


Enterprises
Extensive Livestock 


at all levels of society

Basotho livestock owners
In essence, 


must bc forced by the government, on behalf of the entire
 

pay their fair share of the economic costs involved
 
nation, to 


most
their livestock enterprises. The effective
 
in maintaining 


end is through

and equitable way of accomplishing this 


effectively raise the financial
 
government tax programs which 


their animals to
maintaining
costs to livestock owners of 

the costs of the damage they are
with
levels commensurate 


- i.e. the real costs ofresource
to the national range
causinr 
 In casc, thc
 
the induced "externality" in economic terms. this 


tax would be a grazing fee administered per head of
 
specific 


owners in the country. For

by livestock
stock owned all 


a tax would
simplicity, such
of administrative
reasons 

so as to be taxneutral with
 

certainly have to be structured 


respect to owner's herd/ flock sizes.
 

St-ate'cv for Appropriate Land Allocation and
 
2 A 

Account Natonal
Take Into
Managemnlt Policies Which 


Necds for AlternatJIVE Lard Uses
 



- 51 -

One 	 of the striking problems with current government

agricultural policy statements, as presented for the draft
 
Fourth Five Year Development Plan, is that all land-using
 
activities - i.e. cropping, livestock production, forestry, 
recreation uses -- are presented as if they can all be expanded 
rapidly and simultaneously. There is currently little by way
 
of prioritization set down to govern land use patterns. These
 
simultaneous expansions in land use obviously cannot take place
 
in the real world and any Integrated Livestock and Resource
 
Management Program must take strict account of the realities
 
that 	the Basotho population is growing at a rapid rate and has
 
many and often conflicting needs for land in the face of an
 
existing resource base which is both limited and deteriorating
 
due to present human misuse of the land.
 

3. 	 A Strategy to Promote More Intensive and Productive 
Livestoc k Enterprises 

It seems clear from review of existing material on livestock
 
enterprise potentials in Lesotho that the economy, with rising
 
population, increasing urbanization, and rising income levels,
 
will continue to have a relatively high effective domestic
 
demand for quality livestock products - e.g. milk, quality 
meats, eggs and broilers. In addition, Lesotho's unique 
position with respect to the Republic of South Africa gives it
 
a considerable potential for export of live animals, meat and
 
animal fi bers to a si7eable additional market with very 
conside-ahe pu-chaclr- power and current shortages in its own 
domest3c supply system. 

Any Integrated Livestock and Resource Management Program, 
therefore, must conceptualize and implement incentive programs
 
to draw Basotho livestock owners out of their traditional and 
extensive livestock enterprises and into more intensive
 
enterprisces based on animals with higher genetic potentials 
maintained on improved planes of nutrition. Such programs
 
could introduce incentives -- positive and negative - to replace
low quality animals with more productive breeds of dairy and 
beef 	 cattle, shoep., goats, and other stock. They should also 
promote progressive regeneration of range resources under 
controlled grazing schemes and supplementary production of
 
ot ,C,- .... .c : . cropp:.n erterprises. 

4. 	 A StratE to Remove Current Distortions in Live 
APriml and Livestock Product Marketing 

Until rEcEntly the e"caciency of the livestock marketing system 
has progressively deteriorated. Such deterioration has been 
caused in large part by government efforts to restrict all 
marKetiri a:a.tnc-s to certain privileged - i.c-. parastatal 
marketing charnels As a result, private traders have been 
procre-ssivelS restricted by legislative - and/or more informal 
means - from participating fully and openly in live animal and 
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The result is that the economy

livestock product marketings. 


export earnings, and
 
is deprived of 	mary opportunities for 


demand for quality livestock products is met in
 
domestic market 

large measure by imports, rather than domestic 

production.
 

To remedy this situation, an effective Integrated Livestock and
 

predicated on the continued
Resource Management Program must be 

full 	and
market distortions by encouraging
elimination of all 


competitive participation of private agents in livestock
 

incentives for greater local

marketing, creating domestic 


marketing of higher quality livestock products, carefully
 

flows to initially protect intensive

regulating import 

livestock enterprises in their development phase, and finally,
 

promoting maximum sales into the existing export markets. The
 

must again gain confidence that the
 
private sector 


by explicit government

entrepreneurship will be safeguarded 


policies.
 

Education to Communicate the
 
5. 	 A Straicqyof Extension 


Programs.
National Livestock Development Policies and 


several
of Lesotho has attempted to institute

ThE- Government 


past. Regulations are on
 
rangelands management policies in the 


This is mainly 	because
file, but they are not effective. 

has been enacted without full participati,,,, ,nd


legislation 

on the part of livestock owners and chiefs. The
 

understanding 

success in implementation of a comprehensive national livestock
 

on the, support of livestock owners.
 
prograTri L'.]] depend 

Efforts to impose a National Grazing Fee will meet with limited
 

fully understand the goal
 
success if livestock holders do not 


of the program. A strategy for nublic education
 
and purposes 

efforts must be developed that is comprehensive and exhaustive
 

before instituting
in reaching producers in a timely fashion 

The traditional
curtailment in transhumance.
grazing fees and 


and village committees, need
 
channels of communication, chiefs 


can 	 be
 
to be studied to understand how these channels 


incorporated in the education proc'ss.
 

Fees 	to Rural
 
6. 	 A Strate-y for Disbursement of Grazing 


Areas-


If livEstock procuccrs are expected to support a grazing fee 
benefits accruing to livestock ouwners
 

program, then tangible 

realized. A mechanism will have
 

and their communities must be 

allows for a majority of the funds after
 

to be instituted that 

returned to local communities
to
costs of colalecting fecs be 


will
 
where they were collected. Unless this is insured, there 


be 
difficulty in administering the collection 
system.
 

and 	 Resource Management Program

The 	 Integrated Livestock 

initiatiuc both recognizes the differential time horizons
 

needed to affect the fundamental changes in Lesotho's exi-.irg
 
proposes to attack those key deficienciesa;r
livestcCk economy 

which are 	 change in the short-term.aITenat,le to 
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III. 	Social and Institutional Analyses
 

a. 	 Socioeconomic Perspectives in Agricultural Input
 
Distribution
 

An open market system for delivery of agricultural inputs
 
offers many benefits to Lesotho. It generates competition
 
among the suppliers at both wholesale and retail levels, This
 
is projected to lead to lower prices for agricultural inputs
 
delivered to Basotho farmers. Increased competition forces
 
input suppliers to be innovative in terms of providing services
 
and technical support to farmers to attract and retain a loyal
 
clientele. It assures this clientele that appropriate inputs
 
will be supplied to them on a timely basis.
 

Privatization of the agricultural input delivery system,
 
however, may have some adverse effects on equitable
 
distribution of resources, at least in the short term.
 
Initially the flow of input-s may decline until the private
 
sector reorganizes itself and formulates effective stra.lies
 
to deal with the new GOL marketing policies and the increased
 
role of private sector 'agents in input distribution. Groups 
which currently enjoy pravi]eged access to the GOL input 
subsidies through Coop Lesotho and through the TOU may have to
 
draw more heavily on existing family resources or borrow short
 
term credit to meet the unsubsidized commercial costs of
 
agricultural inputs and services.
 

The current lack of easily accessible capital for small local 
entrepreneurs rsk skewing a more open input deleivry system 
toward only large traders, unless attention is paid to opening
 
specia] credit lines for these .new market entrants and
 
otherwise removing barriers to their full participation i,, .he
 
market. Exploitation of farmers by dishonest traders could
 
increase during the transition period from state control to
 
privatization of marketing, particularly in remote areas.
 
Mitigation of this potential problem is a responsibility of
 
government and can be accomplished through regular monitoring
 
of all input supply outlets by the MOA staff responsible for
 
agricultural marketing and the assessment of fines and other
 
penalties in the case of individuals found to be cheating
 

The privatization of the agricultura] input delivery system is 
supported by the newly announced crop production policy of the 
MOA. The GOL has expressed its intention to open the market to 
the private sector, including cooperatives. However, local 
banks have not yet geared up to provide innovative credit 
lending with terms adapted to the specific needs of small input 
supp f:rm.; a,' f a rn -s thems lUes. Even the LEsot hc 
Agricultural Development Bank requires conmercial typo 
coIIatera frorm ts customers, This lack of innovative 

recponsiveness in the banking system, if not corrected, may 
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have negative effects c.n both cooperative groups and small
 

traders entering the input supply business. The problem can be
 

at least in part by resort to the same type of "agency
overcome 

system" as is practiced by RSA input suppliers. Given an open
 

trade in farm inputs between Lesotho and RSA, the private
 
to agency
sector in Lesotho will have to devise means of access 


and/or credit terms with RSA suppliers, in collaboration with
 

local correspondent banks.
 

The GOL has already announced its support of the policies which
 

are necessary to liberalize the agricultural input marketing
 

system. Implementation oF these policies requires the
 
and 	 its
divestiture of Coop Lesotho's retail outlets 


restructuring as a wholesaler of agricultural inputs.
 

Wholesaling of these inputs has long been one of the
 

organization's major responsibilities and is clearly a function
 

which, with a tighter management, Coop Lesotho can continued to
 

perform. Assistance to the other actions necessary to the
 
GOL 	withdrawal of its
freeing up of input markets - e.g., 

participation in Coop Lesotho, assistance to Coop Lesotho 

employees to find other non-governmental employment, various 

baseline studies, audits and appraisals - will be assisted 
or by
financially through the Special Local Currency Account ­

technical assistance under contract with USAID. There appear 

to be no institutional impediments to the GOL's ability to 

enunciate its new policies, nor to plan, schedule and implement 
them.
 

The actual buying up of Coop Lesotho's retail outlets depends
 

not upon government institutions but the evaluations, decisions
 
sector, whether private
and 	investments made by the private 


traders or cooperative organizations. As has been noted
 

earlier, there is no lack of such private traders already
 

established, many already trading to some extent in
 

inputs and ready to expand their operations with
agricultural 

Others not yet established in
an opening up of the market. 


and with access to credit are expected to move
input trading 

into this activity as they perceive they can profit by doing so.
 

arise -- not in theTwo institutional problems which may 


accomplishment 6f the actions necessary for the policy reform
 

but associated with their implementation arc'
component 


1. 	 The need for supervised credit programs and possibly
 

loan guarantee fund for agricultural input dealers
a 
-- both private traders and cooperatives - in need 

of investment and operating capital; and
 

2. 	 The need to strengthen the support system to farmer
 

associations and cooperative development.
 

true 	farmer-managed
The GOL states that it would prefer to see 

a number of Coop Lesotho
cooperatives take over as large as 


TOU's phase out
divested retail outlets as possible and to base 


on the development of farmers' associations.
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Recent surveys indicate that the number of viable, functioring
 
farmer-managed cooperatives is very low. At the same time,
 
there is a fairly well-developed superstructure. Elements in
 
this superstructure include: a long-standing cooperative law;
 
Coop Lesotho (however restructured and still designated as an
 
apex organization); the Department of Cooperatives, (with both
 
regulatory and support responsibilities but lacking in
 
resources); and, more recently, the Lesotho Cooperative
 
College, (at present a part of the Department of Cooperatives
 
and searching to identify its place in the system).
 

For the cooperative movement to grow and to play the role in 
Lesotho's agricultural development which the GOL envisages, a 
number of actions seem urgent. Many of these actions are under 
review at present or have been recommended -- see, for example, 
the Report of the First National Workshop on Cooperative 
Policies and Development in Lesotho of February 1987. The most 
important actions include: 

I. Clarification of the GOL's cooperative development policy.
 

2. 	 Delineation of the roles and responsibilities of the
 
various support institutions. In this respect, it is
 
suggested that consideration be given to assigning
 
registration, arbitration, audit and control
 
responsibilities to the Department of Cooperatives.
 
Responsibility for cooperative formation, training and
 
technical support should be assigned to the Lesotho
 
Cooperative College organized as an autonomous
 
institution.
 

3. 	 Establishment of an apex organization capable of serving
 
the entire cooperative movement, Should the Lesotho
 
Cocperative College be established as an autonomous
 
institution, a federation of cooperatives might be formed
 
as an apex institution and attached to the College
 
awaiting the time when the cooperative movement itself can
 
support the federation.
 

4. 	 Opening up. share participation in a restructured Coop
 
Lesotho to primary cooperatives.
 

5. 	 Gazetting of an amended cooperative law which confirms
 
these policies, roles and responsibilities.
 

6. 	 Development of a realistic, time-phased plan for the
 
formation of farmer associations and cooperatives and the
 
reinforcement of potentially viable existing cooperatives,
 
to be carried out according to the delineation of
 
responsibilities outlined above.
 

7. 	 Provision cf adequate, manpower and financial resources to 
thesc coopnrative support institutions so they may carry 
out their asincz responsibilities. 



-- 
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plan 	for primary and
a 

8. 	 Development and implementation of 

the Lesotho
to 

secondary cooperative financial support 


as an autonomous

College ---if designated
Cooperative 
 based on a proportion

support institution
training and 


with GOL support to the institution
 
of their turnover, 
 and
number of cooperatives
as
gradually phased out the 


their resources grow.
 

should
 
or farmer association formation 
Emphasis in cooperative 


a viable economic enterprise
 
be based upon identification of 


a clear perception by the
 
upon 	which to establish a group, and 


group of this opportunity and their willingness
members of the 

In this regard, the identified
 

to organize to achieve it. 

limited to agricultural input
 

economic enterprise should not be 

with contract tractor
 

supply or facilitating arrangements 

consider the entire range of possibiliIies
 operators but should 


of cereal or horticultural
 a group, including marketing
open 	to 
 basic
and 	 credit, supply of 

crops, processing, savings 


necessities, etc.
 

of credit to private

the development
The 	LAPSP considers of the
 
groups, and the strengthening


traders and farmer 	 to
of effort 
as essential parts the 

cooperative movement 


to liberalize
agriculture sector and 	 the
 
support the 	 been imposed
However, they have not 

agricultural marketplace. 
 these
in the program. Nevertheless,


conditions precedent
as 	 actions which may
been 	explicitly identified
activities have 	 as 

with USOD usinl9
 

undertaken by the GOL in collaboration 

LAPSP.
be 	

resources generated by the 

local currency 


in the Livestock
Perspectives
b. 	 Socioeconomic 

Sub-Sector
 

life of the Basotho.
family

Livestock are integral in the 	

by the
 
of revenue and products utilized 


stream
Besides the 
 to maintained
in mafisa (loan) be 

family, ijuestock are given 


and friends. Generally, the recipients re,,ive
 
by relations 
 owner retains


from the animals, while the 

all the by-products 


them. A system of social
 
to sell and dispose of


the right 

that binds the owner and the
 

is .established
reciprocity 	 to cl-ingc
hinder policies
The rn_ fsa system will
recFPer,t 	 :s 62rEsc'

and impose grazing feEs. This 


grazing patterns 	 cull
the regulation to 

current imposition of 


happening with the 	 Range,
in the Sehlabathebe

sheep and goats. Even


off-colored 	 from outside
mafisa livestock
a few cases of
Management Area, 

be occurring.
are beljeved to


the grazing association 


nose",
"the cow, a god with a wet 

A Basotho expression, 
 very 	important


the fact that ownership of c,-ttle is 

emphas:zes 


as for social reasons. The implication is
 well
for economic as 
are a primary target
-- which

even1 	old, unproductive cows 

to extract from
that 	

program .-- will be difficult
destocking
of the 	 owners will
ldvestock
possible that some


thc hcrc t is 




- 57 ­

initially take cash from other sources of family income to pay
 
the grazing fee and continue to hold the same numbtr of
 
cattle . Livestock specialists in Lesotho, therefore, are
 
currently speculating that more sheep and goats than cattl:, are
 
likely to be sold in the early years of the grazing fee program.
 

Transhumance of livestock from the lowlands to the mountains is
 
a long-standing traditional practice. Cattle posts in the
 
mountains have been known to be continuously used for over 100
 
years by the same family. The authority to use these areas has
 
been granted through decree by chiefs. The proposed policy to
 
stop this transhumance of animals -- see Annex 3 -- will surely
 
meet with resistance from livestock owners.
 

The successful implementation of a grazing fee system will
 
probably depend on the involvement of the chieftaincy system.
 
In recent years, the authority and status of chiefs have been
 
in decline. In a recent study of grazing permits, Lawry (1987)
 
found that in five districts surveyed only 8 percent of
 
livestock holders secured grazing permits. This low rate of
 
issuance of permits was caused in part by the inaccessibility
 
of livestock owners to the Principal Chiefs. The appropriate
 
role of the chiefs and Village Development Councils will have
 
to be investigated before actual implementation of grazing fee
 
collections.
 

Linkagces between the appropriate ministries will be crucial in 
institutional ccord:r.ation for implementation of the Nat ! ,A! 
Grazing Fee. With the large projected revenues to the GOL 
resulting from the fees, it will be necessary to ensure that a 
majority of the fees are returned to rural areas for economic 
development activities. There are no formal mechanisms at the 
village level to ensure that these funds will be properly used 
for livestock and community development projects. Development
 
of institutional structures to assure proper disbursement and
 
utilization of grazing fee revenues will be an important task
 
before implementation of the grazing fee system is begun.
 

The implementation of a national grazing fee system will r,:,'ult 
in positive and.i negative benefits for different groups of 
people n.r Lesct-c SpeciFic groups which will positive1y 
impacted are:
 

1. Livestock Producers
 

They will bEnf*Jt in the long term from a reduction of
 
unproductive livestock from their herds. This will lead
 
to increased productivity of their remaining livestock,
 
larcply because each remaining animal will have a
 
proportionally larger share of available range resources
 
for it, iise 
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2. Crop Producers
 

They will experience a reduction in the rate of soil 
depletion and sedimentation of irrigation channel , and 
other waterways due to the destocking of the herd forced
 

by implementation of the greazing fee system. In the long
 

term, this will enhance thr productivity of cropland and
 

the range resource.
 

3. Private Traders and Entrepreneurs
 

past have been restricted from
These agents, who in the 

marketing in Lesotho, iuil have an opportunity
livestock 


to participate and bring economic efficiencies to the
 

Increased employment opportunities will
marketplace. 

result from the GOL reform actions in opening up livestock
 

and of the larger volumes of marketed livestock
markets 

due to the imposition of grazing fees.
 

4. Urban Consumers
 

will benefit from greater availability of red
Consumers 

markets and possibly from lower
meat products in the local 


prices for these products. Lower prices should be the
 

result of increased competition and processing
 

efficiencies in the marketing system for live animals and
 

livestock products.
 

5. The National Economy
 

economy will benefit because livestock owners
The general 

through payment of grazing fees will be reimbursing the
 

the social costs involved in their utilization
nation for 

of the national range resource. These revenues will ,ilso
 

be used to foster economic development in the rural areas
 

of Lesotho. In the first year of the grazing fee program,
 

revenues could be as high as M15,OOO,OOO. The effective
 
an national livestock
implementation of integrated 


developmEnt policy and the component grazing fee system
 

result in greater marketed offtakes of livestock,
will 

livestock products, and
increased rEcEipts on processed 


increased export earnings.
 

The groups who will be negatively impacted by the grazing
 

fee system in the short-run will be livestock herders who
 

have not adopted modern herd management techniques and
 

have large numbers of old and unproductive animals in
 
These animals will not generate
their herds and flocks. 


after
annual revenues sufficient to reimburse the owner 

Under the new grazing fee
payment of thE grazing fee. 


system, particularly if coupled with the curtailment of
 
being proposed by
seasona_ transhumance to the mountains 
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the GOL, livestock owners in the lowlands with large
 
numbers of unproductive animals will be the most
 
negatively impacted of all groups. They will have to make
 
the greater adjustments in the size and composition of
 
their herds and adopt more intensive livestock production
 
technologies.
 

c. Women In Development (WID)
 

Women will be the major, if ultimate, beneficiaries
 
of the LAPSP program. LAPSP supports the Mission's WID
 
activities which focus on removing policy constraints to fuller
 
participation by women in the Lesotho economy. The WID effort
 
is centered on improvements in the agricultural sector, which
 
is the predominant economic activity for women in Lesotho In
 
particular, WID seeks to increase women's participation in
 
mariagerrient and decision-making, credit programs, access to land
 
and agricultural input supply, use and conservation of natural
 
resources, reduced depend-ncy on imported food stuffs and
 
increased income generating activities - all complementary to 
the objectives of LAPSP in promoting agricultural production
 
and improving livestock management.
 

In particular, LAPSP is expected to benefit women, 
who are the dominant group of farmers of small land holdings 
and home garden plots, by increasing the availability of 
agriculture inputs. This will be accomplished through, l.he 
remo&l of currerit corstralints secur:ing credit and to marketing 
of agricultural products. Women's groups using livestock 
products, such as mohair and leather, should also benefit from 
the improved quality of livestock herds, and a more regularized 
supply of products resulting from-the culling (selling) program 
that the national livestock policy program will promote. 

The impact of LAPSP on the WID activities will be 
measured through the data gathering programs of LAPIS 
Benchmark, LAPSP Benchmarks, and the GRAND and CID/WID data 
collection efforts. The Mission is now exploring development 
of a mechanism to regularly collect and coordinate a variety of 
other useful data gathered by the GOL Bureau of Statistics, 
M:rn t'y; of HEa2- ari other dono- financed data cC]2ectJon 
schI-"es . 
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D. PROGRAM IMPLEMENTATION
 

1. Organizational Mechanisms for Program Implementation
 

Because the program focuses on actions affecting the
 
agricultural sector, specific task forces in the Ministry of
 
Agriculture will be primarily responsible for day to day
 
implementation of the program. A Program Secretariat,
 
consisting of the two man technical assistance team and
 
supporting staff, will be established in the MOA to assist in
 
the preparation of documentation and overall coordination of
 
implementation. To the extent other GOL Ministries are
 
required to effect the Program, these ministries will undertake
 
specified actions but under the guidance of the MOP, which
 
holds overall management responsibility for the Program. The
 
Ministry of Planning plays a central role in Program manageient
 
since it is responsible for coordinating all GOL policy
 
initiatives, USAID exercises overall program monitoring and
 
evaluation responsibilities* as well as collaboratively
 
reviewing and approving work plans, program status and actions 
proposed by the GOL. Each management level is described below. 

a. 	 Pram Chairman. The Minister, Ministry of Planning and
 
Economic Affairs, will be the authorized representative of the
 
GOL to implement the Program. The Program Chairman (PC) will
 
periodically:
 

I 	 Jo:rt-' cr,2cder w:th LIS P D the statE, cf adva"cEmc, rt 
of the LAPSP and approve the documentation required 
to pass from one phase of implementation of a 
component to the next.
 

2. 	 Jointly consider 'with USAID proposals for the use of 
funds in the Special Local Currency Account. These 
proposals will have been approved and transmitted to 
the PC by the Program Coordination Cornmnil!e. 

3. 	 Jointly resclve with ISAID any prk-]ems of program 
implementation which have not bieen resolveJ Lhc 
level of the Coordination CommitLne, 

4. 	 Make r ec mm ,dt:crcns to the Director, USAID, and the 
GOL on future actions. 

b. 	 Program Cooctc2xtaon Committee_(PCC)_ 

The Principal SEcrEtary of the MOP will chair a committee 
composed of the P.S.'s of the Ministries of Agriculture, 
Financc, and othc- snecificafly identified GOL officials who 
ore directly concernec with a policy action under review, and 
-!-. LISP.IP Progar: OfficEr The PCC which will meet 
periodically to 
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1. 	 Review progress in implementing the Program,
 
including any problems affecting program
 
implementation requiring resolution by the Program
 
Chairman or USAID;
 

2. 	 Consider the state of advancement of the Program and
 
approve documentation required to pass from one phase
 
of implementation to the next;
 

3. 	 Consider proposals for using funds from the Special
 
Local Currency Account, including suggestions from
 
the Task Force Committees.
 

c. Component Task Forces. The Principal Secretary of the
 
Ministry of Agriculture (MOA), will chair task force committees
 
concerned with the Coop Lesotho (the agricultural input supply
 
reform component) and Livestock (the livestock sub-s,-', Lor
 
reform program) Program Components. These two committees are
 
each responsible for the day to day implementation of the
 
Program. USAID will be represented at the CTF level by the
 
USAID Program Manager.
 

The CTFs will be standing committees constituted for the life
 
of the LAPSP. With the PCC they will be responsible For
 
oversE-C-ing the day-to-day implementation of the agreed-upon
 
reforms under the LAPSP. The PCC/CTF's will also bear primary
 
respors-L.i'it' for Lh. design and EcXEcutaon of all short-tern
 
studies and other support activities directly funded by the
 
LAPSP.
 

In the-r rEspective domains, the CTFs will consider and prepare
 
proposals for the use of funds from the Special Local Currency
 
Account. As it dEems appropriate, the full PCC will recommend
 
such proposals for approval by the PC and Director/USAID.
 

d. 	 The USAID Mission (USAID)
 

The USAID Program Officer and the LAPSP Program Manager in
 
USAID's Agricultoral Development office, as well as the two
 

merrbers of th(& Sccretaia t will serve on the PCC and one or
 
both of its Component Task Forces. The respective roles of
 
these indiuiduals should be clear in advance. The USAID
 
Program Officer and Program Manage should be expected to
 
represent the interests of USAID on the PCC and the Task
 
Forces. ThEy will report to superiors in the USAID Mission on
 
the progress and on the problems of the LAPSP as they come to
 
the consideration of the Committee and the CTFs.
 

In addition to the roles for specific USAID Mission personnel
 
enumerated above, other Mission staff will necessarily provide
 

essential support services during implementation of the LAPSF.
 
Suppo't c.f procrarr, ature will ir,cludce, as needed,
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counselling from the Program Economist on AID program issues
 
and the Controller on funding availabilities; technical advice
 
from the ADO staff on implementation of specific studies; and,
 
close collaboration between the USAID Program Manager and, the
 
LAPSP technical assistance team.
 

e. 	 The Secretpriat: Technical Assistance (TA) Team
 

The resident technical assistance team, comprising the
 
Secretariat should be considered as working primarily with the
 
GOL. The Secretariat will be attached to the office of the
 
Principal Secretary, MOA. They will:
 

I. 	 Help to implement the LAPSP, to monitor its
 
progress, and to document for USAID the GOL's
 
compliance with the various conditions for the
 
disbursement of funds.
 

2. 	 Help to work out the uses to which the funds in
 
the Special Local Currency Account will be put
 
so that proposals may in good time be submitted
 
to and approved by tho PKC.
 

3. 	 Be responsible, with ministerial colleagues, for
 
monitoring the uses of these counterpart funds
 
on behalf of the GOL and for helping to prepare
 
periodic reports on expenditures for GOL
 

I~~sr.~scr to UliiDaL cj..r~ 
the Program Agreement. 

4. 	 Advise and assist when called upon on any
 
implementation, developmental or technical
 
aspect of the agricultural input distribution or
 
liustock management components.
 

Support of an administrative or logistical nature to the 
Secretariat from the Mission will be limited. It will 
initially be focused on selecting a contractor and negotiating 
a contract fcr technical assistance and for the LAPSP sludies 
enumerated in Section E.111.c. The contractor will provide 
virtualv all locistical support for his personnel and for the 
conouct of trie stuIas. tnE contractor's support wil irncluoe 
office space, supplies and equipment, vehicles (purchased and 
rented), vehicle maintenance and repair, housing and 
furrishings. Tre MIssiorn will provide usual pouch and health 
room Facilities. There wall also be routine vouchering, 
accounting and financial services required from the Mission 
Controller. 
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II. 	 Program Monitoring Information System
 

a. 	 General Oversight System
 

The Ministry of Planning will be responsible for
 
monitoring overall performance by Government in implementing
 
the LAPSP and expending funds from the Special Local Currency
 
Account. To assist the MOP in this responsibility, the
 
Secretariat attached to the office of the Principal Secretary
 
in the Ministry of Agriculture will prepare reports on a
 
quarterly basis, or at such times as may be requested, on the
 
status of actions being taken under the agricultural input and
 
livestock policy component reforms, including progress in
 
complying with the conditions precedent for individual phases,
 
finarcial information on expenditures, any problems being
 
encountered, and any other data deemed pertinent by USAID or
 
the MOP. The form and substance of these reports will be
 
mutually agreed to by USAID.and the MOP in a separate program
 
implementation letter. In preparing the quarterly report . l.1e
 
Secretariat will coordinate information from the CTF's and
 
other offices and Ministries directly involved in the action
 
under review; the Secretariat will then forwa'od draft reports
 
to the P.S. MOP for clearance prior to distribution to LJ:-AED
 
and other participants.
 

Any significant issue or problem will be promptly reported by
 
the Secretariat to the MOP and to USAID. Significant
 
:ssuc1Frc,]cu. bc simultaneously reviewcd by the CFT's
 
and PCC and those groups will submit recommended actions to the
 
PC and Wirectcr/USI]D for joint review and decision. For
 
routine matters, the Chairman of the CTF's, at such time as he, 
the MOP or USA ID may determine necessary, will prepare 
recommendations for the Program Coordination Committee. The 
PCC wiJl re-ae, t .e. recommcndations and will submit a plan of 
action for joint review and approval by the Program Chait nan 
and Director/LiSAI[) 

In thE monitorLng and reporting area, the Secretariat will work 
closely w".th *thc Agriculture Office/USAID. The Secretariat
 
will be specificelly required to undertake the following:
 

1. Identify releuant data to be used in the evaluation and
 
determination of progress made in the implementation of the
 
policy reform proaram;
 

a. 	 "RE-levant Data" will include the following potential
 
impact indicators:
 

thr F'ic( of fertilizer prior to and after the
 
removal of GOL fertilizer subsidies;
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the availability of agricultural inputs,
 
including fertilizer, to the private commercial
 

sector prior to and after the removal of GOL
 

fertilizer subsidies;
 

the use of fertilizer by farmers prior to and
 

after the removal of GOL fertilizer subsidies;
 

the level of GOL subsidies to the operation of
 

Coop Lesotho prior to and during the plans for
 

GOL divestiture of ownership of Coop LesciLho;
 

the bids for and awards of ownership shares of
 

Coop Lesotho holdings which are divested by the
 

COL;
 

the numbers and salaries of Coop Lesotho
 

personnel to be actually affected by GOL
 

divestment actions, together with listings of
 

placement for such personnel after divestment;
 

the numbers of livestock under the national
 

inventory system, identified by Range Management
 

association prior to and during implementation
 

of the national livestock grazing fee sy,,'em;
 

the! size and location of grazing areas prior to 

and durirg impernentation of th? qrazi; Cre 

Sys tem; 

the fee
the amounts of and uses for grazing 

Range Managi,,'nt
allocations returned to 


Associations;
 

of GOL funds for range
the allocations 

management improvement prior to and dir ing 

implemcntation of the national grazing feE­

system; 

the number of livestock at the national feedlot
 

and abattoir prior to and during implemeniil ion 

of the natconal grazing feC systeM, ar,., 

the number and types of livestock exported From
 
during
and amported 2nto Lesotho prior to and 


imnlementation of the national grazing fee
 
system.
 

2. Collect the data considered above;
 

assessment, and3. Preparc reports to be used in the review, 

deteriniatacr of whether conditions precedent have been
 

satisfacto'aly mct,
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4. Prepare terms of reference for necessary policy studies,
 
and promote policy debates, seminars, and workshops in order to
 
increase the awareness of the significance of appropriate
 
policy framework;
 

5. Provide continuing analysis and evaluation, at the end of
 
each phase under each policy reform component, of the effects
 
of the completed policy changes on resource allocation,
 
government finance, and agricultural productivity;
 

6. Following the analysis and impact evaluation, make
 
recommendations as to the need to modify the policy reform
 
targets and to mitigate any unforeseen negative effects of the
 
policy changes;
 

7. Identify training for transferring skills in economic
 
policy analysis, formulation, and monitoring to Ba,,',-.ho
 
counterparts; and
 

8. Prepare required reports for both the Government of
 

Lesotho and for IJhID.
 

b. ILSAID Monitoring System
 

The USAID Program Manager and Program Officer will,
 
by membership on the CiF 's and the PCC's, monitor day-to-day
 
implementation of the program, progress on meeting the
 
conditions to the release of funds, and progress of the studies
 
and actions jointly agreed to by the PC and Director/USAID.
 
Thc Program Economist will monitor the overall impact of the
 

program policy reforms on the agricultural sector and the
 
Lesotho economy by reviewing reports from the Secretariat, data
 
from the LAPIS Benchmark surveys and from the Central Bank.
 
Semiannual Project Implemcntation Reports on the Program will
 
be submitted to AID/Washington.
 

c. Monitcrinq Spccific Indicators of Performance
 

The specific verifiable indicators of policy change 
under each of' the two components are listed in the attached 
table (followinc paqrs). Progress towards meeting each of the 
verifaable andacators u:]] be reported by the CTF's to thc 

Secretariat for incluszon in the quarterly reports preparr'd by 

the Secretariat for thc MOP and subsequent distribution. On 

fulfillment of the conditions signifying completion of a phase 
to perm-t disburserment cf funds, the Secretariat will also 
promptly advise the P.S MOA, P.S. MOP and USAID and, will 
prepare a recommendation for such disbursement of funds for 
review and approva by th2 CTF's, Program Coordination 
CommittE (PC.) a;-,z L, the Program Chairman and Director/USAi1. 

http:Ba,,',-.ho


POLICY REFORM 


Input Component
Agricultural 


PHASE ONE
 

Government support for and 


facilitation of the development 


of an open and competitive market 


for the supply of agricultural 


Inputs u 


Government development and approval 


of an implementation plan for and 


commencement of Implementation of 


its announced commitment to the 


of all
progressive removal 


sutsicies on. fe-'iize-s s~at! % 


with the 1988-89 crop season, 


PHASE TWO
 

Progressive divestiture by Coop 


its retail tales outlets
Lesotho of 


and lock-up stores to private sector 

,


-
input supplie-s, in:iu-r, 


and secondary coooeratives, private
 

input suppliers an. genera!
sector 

o jezlive cf
traders, with tne 


reducing Coop Lesotho's role to 
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VERIFIABLE INDICATOR 


(I) Appropriate modification or 


revocation of legislation
 

limiting private sector ability
 

to freely market and distribute
 

agricultural Inputs on a
 

competitive basis.
 

(2) Government publication of a 


policy statement which will 


clearly allow private sector
 

entitles to freely market and 


distribute agricultural Inputs 


In Lesotho on a competitive 


basis. 


(I) Acceptance by the Program 


Coordinating Committee (PCC) 


and the Program Chairman (PC)
 

of an Implementation plan and
 

schedule for the phased
 

elimination of fertilizer
 

subsidies, incluaing provision
 

for semi-annual progress reports.
 

(2) GOL commences Impleentation 


of a plan to eliminate 


fertilizer subsidies. 


(1) Completion and publication of 


a GOL-approved study covering
 

flows, sources of supply and
 

ma 
 - input pur-zase s.
 

(2) Submission and~acceptance by 


the PO of an appraisal of 


an
Coop Lesotho assets by 


independent accounting firm.
 
that of a true cooperative wholesaler 


In competition with other private
 
(3) Acceptance by the PCC of an 


sector supolIles. 

audit Dy an inoepenoenr 


Issuance
accounting firm and 


of a repo-T thereinde-


MEANS OF VERIFICATION
 

(I) Review of legislation and gazette,
 

(2(a) Review of GOL policy and copy of
 

publication.
 

(2(b) Survey Indicating Increased
 

ag. Inputs In
availability of 


private soctor, Including
 

fertilizer.
 

(I) Review of implementation plan
 

PC acceptance of document.
 

(2) Review MOA instructions/guidance
 

to Initiate fertilizer subsidy
 

removal.
 

- Review published study. 

a PCC
Review apDralsal study and 


to acceot appraiserecommendation 

Review audit report and a P
 
.
 

rezo%.enca'ic- 1: a::e;'
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POLICY REFORM VERIFIABLE INDICATOR MEANS OF VERIFICATION 

reconciling government accounts 

with Coop Lesotho and Coop 
Lesotho's outstanding debts , the 

audit to be completed no later 
than 31 March 1989. 

(4)Submission to and acceptance by - Review published plan for 

the PCC by the Ministry of divestiture of Coop assets and PCC 
Agriculture implementation plan recomnendation to accept. 

and schedule for the disposal of 
Coop Lesotho assets. This plan 

must include a listing of planned 
divestiture actions under three 

categories: 

Those assets to be sold outright 
to private sector agents. 

Those assets to be sold under 
lease/purchase arrangements 
to local cooperatives. 

-- Those assets which the GOL will 

withdraw from Coop Lesotho and 
retain for Its own use. 

(5)Acceptance by the PCC and PC of Review copies of bills of sale for 

copies of bills of sale for those Coop assets. 

assets sold outright during Phase 
Two and documentation establishing 
proof of irrevocable lease/purchase 
arrangements with cooperative 
organizations. A minimum of 14 
retail sales outlets identified by 
the IFAD study as "non-viable" and 

20 unused lock-up stores must be 
disposed of InPhase Two. 

(6) Issuance by the Ministry of Review MA certification lette-. 

Agriculture of a sTatemenT 

certifying (1) the amount of the 

net proceeds realized from the 

outrlglt sale and lease/purchase 
of Coop Lesotho assets and (II) 
the fair market assessed value 
of assets retained by the 
government. 

Establish-e-t bv tre GD. c4 a (I) Acceptance by the P3 of a G. (I) Review compensation vrocra - for 

procrar t: ease tne ra-srri:-. plan for seve-ance pay for Coop Coop Lesotho personnel an K: 

c' re:_nc!-- :: -es:-,: Leszthc staff whose Doss have accepTance. 

pe-sonnet in,: ctne" e:c,'-e-, been abclIsne:, with propcse: 
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POLICY REFORM VERIFIABLE INDICATOR MEANS OF VERIFICATION 

levels of compensation by grade. 

The plan must include payment 

transfer procedures and total 

local currency requirements for 

the compensation program. 

(2) Release of redundant Coop Lesotho (2) Review employment/payroll records. 

personnel from retail outlets/lock- of Coop Lesotho. 

up stores sold and from central 

operations supporting those 

operations. 

Implementation of the first phase 

of the plan to eliminate fertilizer 

(I) Publication of GOL policy 

establishing first phase of plan 

(I) Review of GOL policy document 

published inGazette. 

subsidies. to eliminate fertilizer subsidies. 

(2) Guidance Issued by MOA on new (2) Instructions by MOA to Coop 

fertilizer subsidy rates. Lesotho's/DAO's. 

(3) Actual reduction of GOL fertilizer (3) Records/surveys of Coop Lesotho 

sunsidies in accordance with the fertilizer prices. 

phased plan. 

(4) Availablity of fertilzer to (4) Survey of private sector ag. input 

private retailers for sale. suppliers. 

PHASE THREE 

Completion of the divestiture of (I) Acceptance by the PCC and PC of (I) Review of Bills of Sale and PC 

Coop Lesotho's retail outlets anc copies of bills of sale and/or acceptance. 

lock-up stores, documentation of lease/purchase 

arrangements for the remaining 

Coop Lesotho retail sales 

outlets and lock-up stores. 

(2) Issuance by the Ministry of (2) Review 43A statement. 

Agriculture of a statement 

certifying (I) the amount of 

the net p'o:eeds reelized from 

the outright sale and lease' 

purchase of Coop Lesotho asse~s 

(ii)tne fair marKet assessed 

value of assets retained by the 
government. 

Complete wltndrawal of the GO_ 

as a sharenolder in CooD Lesotno. 

issuance of a statement by the GOL 

officially announcing Its surrender 

Review of GO statement. 

Review of GOL estlmated and 

of all shares InCoop Lesotno actual Ducgetary outlays for 

following a buy-out cf its share- current an: ne×t FY. 

holCin;s. 
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POLICY REFORM VERIFIABLE INDICATOR MEANS OF VERIFICATION 

Implementation of the final (I) Publication of GOL policy (I) Review of GOL policy statement. 

phase of the plan to eliminate establishing the final phase 

fertilizer subsidies. of the plan to eliminate 

fertilizer subsidies. 

(2) Guidance by M)A on eliminating (2) Review of MOA guidance. 

fertilizer subsidies. 

(3) Implementation of the final pahse (3(a) Review of Coop Lesotho records. 

of plan to end fertilizer subsidy 

with evidence that there are no (3(b) Review of GOL estimated and 

government outlays for fertilzer actual budgetary outlays In 

subsidy. current and next FY. 

(4) Fully privatized and unsubsidized (4) Survey of private sector ag. 

fertilzer distribution system. Input suppliers. 

Livestock 

PHASE ONE, 

The prepartion by the MOA and (I) A written plan by the MOA for (I) Review of implementation plan. 

approval by the GOL Cabinet of a Implementation of the National 

comprehensive Implementa~ion plan Livestock Development and Resource 

for the Netiz- ! Livesc:- Management Policy. 

Development and Resou-ce Management 

Policy enunciaTez in SeDtem~er 1967. (2) Ministry of Agriculture approval (2) Review of MOA approval of 

The policy implementation plan must of livestock policy Implementation Implementation plan. 

cover the areas cf resource manage- plan; and the date upon which 

ment, livestock marketing, and approval Is granted. 

livestocK pro:uction an: animal 

healtn. (3) A Cabinet decision number and date (3) Copy of Cabinet and Military 

for acceptance of the National Council approval documentation; 

Livestock Policy and the review of gazette. 

Implementation plan, and 

corresponding Military Council 

record. 

PHASE TAZ 

The deslr ant approval by govern- (I) Gazetting of National Grazing (I) Review of gazette. 

ment of an implerentation plan for Fee Regulations. 

and completion of all preparatory 

steps toward installation of a (2) Submission by the Ministry of (2) Review of implementation plan an: 

national grazing fee system.. Agriculture and approval by the PC approval. 
PPC anc PC of a cor~rehensive 

Implementation plan for 

installation of a national 
grazing fee syste-. 
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MEANS OF VERIFICATION
VERIFIABLE INDICATOR
POLICY REFORM 


(3)Review of inventory.
(3)The completion of a national 


livestock Inventory as a pre­

paratory step In assessment
 
of grazing fees and the
 

Installation of relevant data
 

on grazing fee computer programs.
 

(4)Review of 14A records.
(4)Completion Inall districts of 


the Initial extension Inform­

ation campaign for the national
 

grazing fee system.
 

(5)Written protocol inplace between (5)Review of protocol.
 

MOA and MOI regarding grazing fee
 

collection and procedures.
 

(6)Review of MOA records
(6)Establishment, definition of 


duties, staffing of and and instructions.
 

personnel training for MOA
 

national grazing fee admini­

strative unit completed.
 

(7)Review of Cabinet/Military
(7)Approval by Cabinet and Military 


Council of creation or Identlfica- decision.
 

tion of appooria'e Institutional
 

structures to assure proper
 

disbursement and utilization of
 
grazing fee revenues. Approval by
 

GOL and USAID of criteria for local
 

community use of grazing fee
 

revenues.
 

(8)Review of final design and GOL
(8)Completion and acceptance by 


Principal Secretary and Ministers acceptance.
 

of Agriculture and Ministry of
 

Interior's Chieftainship of final
 

design of grazing fee collection
 
processes.
 

(I)Review gazette and legislation.
(I)Repeal of all existing legislation
Res+ructure and broaden the syster 

which hinders the full participation
of livestocp mar eTlnq inLeso-n 

of private sector agents Inall
 

to allow for: 

stages of livestock marketing.
 

(I)Greater private sector
 
(2)Review gazette.
(2)The gazetting of meat hygiene
participation in all phases 


of livesio:K ma-Ke~ing; regulations for the National
 
Abattoir.
 



POLICY REFORM 	 VERIFIABLE INDICATOR MEANS OF VERIFICATION
 

(2)A larger volume of exports 


of live animals and livestock 


products to the RSA; 


(3) A greater degree of NAFC 


utilization as demonstrated
 

by Increased numbers of local
 

livestock products handled. 


PHASE 	THREE
 

Implementation of the f;rsT ye!-


of ope'-ations, including tnu 

ccle:1z cf : fees e-

allocation of grazing fee 

revenues, unie- Tne national 

grazing fee svste.. 


(3) The Institution of a weekly 


radio marketing news service to 


provide Information on prevailing
 

livestock prices, livestock sale
 

dates and sites.
 

(4) The presentation of documents 


to the PCC demonstrating successful
 

certification of a National Abattoir 


for export of meat products to the
 
RSA (or submission of a GOL statement
 

documenting RSA refusal to grant
 

certification for other than
 
technical reasons).
 

(5) The presentation of documents to 


the PCC which establish that the 


GOL has separated the business 


accounts of the Feedlot Complex
 
from the National Abattoir and
 

reoriented the operations of the
 

operations of the Feedlot Complex
 

from a comm~erciat feedlot to primarily
 
that of a holding ground for cull
 

arials fror.' 
the national range
 

destocking program and fattening
 

only when financial feasibility
 

can be demonstrated.
 

(6) Increased volume of local livestock 


products processed by NAFC.
 

GOL presentation of detailed records 

and accounts of: the total grazing 
fee reei7-s ir tne 'jrs, ve!- of 

system operations; tne administrative 

COSTS Incurrec in implementing the
 

syster; and the disposition of all 


receipts disbursea by tne GC ., 


in:luding those to local communtles 

for development activities. This
 

presentation to be accompanied by a
 

le ale: re:,t- esi
tre proDle-s
 
encounte-ec, the estimated Impacts
 

(3) Review radio logs and radio
 

programs.
 

(4(a) 	Review certification.
 

(4(b) 	On site Inspections.
 

(5(a) 	Review Feedlot and abattoir
 

financial records.
 

(5(b) 	On site Inspections.
 

(6) Review abattoir records.
 

(I) Review of MOA and RWA records an
 

MOA reports from DAOs.
 

(2) On site inspections.
 

(3) Periodic surveys to supDlement
 

ana update national livesTocK
 

survey.
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POLICY REFORM VERIFIABLE INDICATOR MEANS OF VERIFICATION 

of the grazing fee system on livestock 

offtake and animal owners Incomes, 

and development activities Implemented 

by local communities using grazing fee 

receipts. 

PHASE FOUR 

Implementation of the second GOL presentation of detail records (I) Review of MOA and RMA records, 

year of the national grazing and accounts of: the total grazing and M1A reports form DAOs. 

fee system. fee receipts In the second year of 
system operations; the administrative (2) On site Inspections. 

costs Incurred In Implementing the 

system; and the disposition of all (3) Periodic surveys to supplement/ 

receipts disbursed by the GOL, update national livestock survey. 

Including those to local communities 

for development activities. This 

presentation to be accompanied by a 

detailed report of the problems 

encountered, the estimated Impacts of 

tne grazing fee system on livestock 

offtake and animal owners Incomes, and 

development activities Implemented by 

local communities using grazing fee 

receipts. 

4108. 



- 66 ­

d. 	 Monitoring Local Currency Utilization:
 

GOL Maloti deposits in the two special local
 

currency accounts will primarily be used in support of the
 

policy reforms to be undertaken under the program. The
 

respective roles of the GOL and USAID in administering and
 
more 	fully
implementing the local currency program are 


described in Section D.I. above. However, it should be noted
 

here that the Director/USAID will jointly approve with the
 
Program Chairman the uses to which disbursements of local
 

currency funds will be made. The grant agreement will include
 

a condition precedent to disbursement of local currency which
 
state, in substance, that no funds shall be released from the
 

Special Local Currency Accounts until criteria and procedures
 

for approving allocations to projects or activities determined
 
to be eligible recipients of local currency financing have been
 

mutually agreed to in writing by the GOL and USAID. In
 

addition to the general criteria established for the priority
 

uses of local currency set out above, these criteria will
 
include:
 

The proposed activity has a management
 
structure adequate to ensure timely and
 
efficient implementation;
 

Adequate monitoring mechanisms exist to
 
ensure appropriate use of the funds;
 

To assure effective use of the local currency funds, USAID, in 
co]ao-. 1 -t thc- COL, will institute mechanisms for 

periodic monitoring of the expenditure of funds. Such 

mechanisms Lk.I I ancludE requirv,-nts that reports prepared by 

the Secretariat include an expenditure of funds status 

analysis, that recipients of local currency funds maintain 

adequate financial books fcr inspection by USAID and the GOL, 

and that thc pcriodic audits conducted by the GOL include a 

review of the use of these funds. 

e. 	 The Frames and Actions Required to Implement
 
Policy Reforms:
 

G-enerally, nine to thirteen months are required
 

to complete each of the component phases under both policy

refor. proga ,:. i r speciftc trrc framEs for each phasc
 

are not possible to identify because the actions under each
 

phase will vary in time to complete since each are of differing
 
will be implemented
complexity. While the two components 
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simultaneously, it is expected that the Agricultural Input
 
Component will be completed before the Livestock Management
 
Component.
 

The actions required to complete each policy
 
reform are set out herein as "verifiable indicators". Each
 
indicator will be monitored through its completion.
 

III. Procurement of Goods and Services under Projectized
 

Component
 

a. DFA Procurement Plan
 

Goods and services financed with appropriated funds will be
 
provided only under the $2.25 million projectized component of
 
the program, for administration and management of the program.
 
Additionally, GOL-owned Maloti deposits will finance the
 
procurement of v-r7ds and services in support of program policy
 

,
refor ' implementaion, following GOL procurement regulations.
 

Since the $2.75 million of appropriated funds is from the
 
Sub-Saharan Africa, Development Assistance (DFA) appropriation,
 
pursuant to a memorandum approved by AA/AFR on April 1,. 1988
 
entitled "Establishing Special Procurement Policy Rules
 
Governing the Development Fund for Africa (DFA)" (the "DFA
 
Procurement Plan"), Administrative Recommendation No. 3, the
 
authorized geogrphic code is Code 935. However,
 
Administrative Recommendation No. 2 of the DFA Procurement
 
Rules also requires that in connection with each project paper
 

or PAAD, a Mission develop a procurement plan designed to
 
maximize procurement from the United States. In accordance
 
with the Afric? Bureau Instruction on Implementing Special
 
Procurement Policy Rules Governing the Development Fund for
 

Africa (DFA) Rules, approved by AA/AFR on April 4, 1988 (the
 
"DFA Instruction"), p.3, virtually all long-term technical
 
assistance is expected to be of U.S. nationality, as defined
 
under existing rules. Thus, the two long-term personnel
 
assigned to the MOA Secretariat ($1 million) will be of U.S.
 
nationality arid .hired from the United States. Similiarly, of
 

the personnel assigned to the USAID Management Team, the
 
program Economist (S!40,000) wial be of U.S. nationality, whalc
 
the program manager ($400,000) and secretarial support
 
($20,000) will be of U.S. or host country nationality. The
 

personnel assigned to the USAID Management Team will be hired
 
locally.
 

Goods and services will be procured only under the projEctized
 
component of the Program.
 

GOL M lotJ depos2ts will finance the procurement of goods and
 
services in supcnort of program policy reform implementation,
 
follo ing GOL procurement regulations. USAID project funds
 
(Do:s 2 2E i Iacr) will finance goods and sc-rvices fc.r
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administration and management of the program, following AID
 
procurement regulations. Studies and short-term technical
 
support will be of Lesotho or 899 source and origin. The total
 
value of goods procured under the Program will remain small
 
since most of the procurement will be for studies and
 
short-term technical assistance to implement the program.
 
Nevertheless, the majority of goods that will be procured will
 
likely be of USA or 935 origin and of Lesotho source, while a
 
small variety such as typewriters and other office equipment
 
may be of 899 source and origin.
 

It is not planned that any ocean or air shipments of goods will
 
be undertaken. Some limited air travel for the technical
 
personnel will be required, such as travel to post, R&R, and
 
Home Leave. To the extent USA air carriers provide these
 
services, USA air transport services will be used, in
 
accordance with Operational Recommendation No. 2 of the DFA 
Procurement Rules.
 

b. USAID Procurement Responsibilities and Procedures
 

Using project funds and following AID competitive procurement
 
procedures, USAID will contract for the three individuals
 
assigned to USAID and for the two technical personnel assigned
 
to the MOA Secretariat. Personal Services Contracts will be
 
negotiated for personnel hired for the USAID Management Team,
 
and these individua]s will be hired locally. Individuals who
 
will form the Secretariat will be obtained through PSC's or
 
through institutional contracts, whichever is most appropriate,
 
since these two advisors will be hired from the United States.
 
USAlD will also contract locally for special studies and
 
logistical support for the technical teams using informal
 
competitive procurement procedures or purchase orders for small
 
value items.
 

c. GOL Procurement Responsibilities and Procedures
 

All program procuremerts to be undertaken by the GOL will be
 
financed with *GOL owned local currency deposited in the Special
 
Local Currency Account. Therefore, such procurements will not
 
b . . t-: rA~c-CLrrcmcnt reguations and, accordingly' 
will follow GOL procedures. The Secretariat will, on behalf of 
the GO., contract for special studiEs, audits and actions
 
called for in implementing the policy reforms under the Program.
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ILLUSTRATIVE PROCUREMENT PLAN 

EST LOP COST NATIONALITY 

GOODSISERVICES O17 (DOLS 000) SORC ORIGIN DATE WAIVERS COMPETITION ACTION 

1. USAIO Management Team 

Program Economist 1 140.0 Lesotho U.S. 6./88 Yes(a) No USAID 
Program Manager 1 40.0 Lesotho Lesotho 6/88 No Yes USAID 
Secretary 1 20.0 Lesotho Les/935 6/88 No Yes USAID 

2. USAID Program Logistical 
Support 

Typewriter 1 .5 RSA RSA 6/88 No No USAID 
IBM Computer 1 4.0 Les/RSA RSA 6/88 No Yes USAID 
Desks 3 1.5 RSA RSA 6/88 No No USAID 
Vehicle (4WD-RHD) 1 30.0 RSA Japan/RSA 6/S8 No No USAID 
Supplies (paper, etc.) 4.0 Lesotho RSA 6/88 No No USAID 

3. Contingencies 260. 

4. USAID Studies 

Baseline Survey-Inputs 1 100.0 Lesotho Lesotho 8A68 No Yes USAID/MOA 
On-going Data Collection 1 100.0 Lesotho Lesotho 2/89 No Yes USAID/MOA 
Baseline Survey-En 1 100.0 Lesotho Lesotho 5/93 No Yes USAID/MOA 

Evaluations 2 100.0 U.S. U.S. No 8(a)/IQC USAID/MOA 

5. Secretariat 

TA 2 1,000.0 U.S. U.S. 6-7/88 No Yes/CBO USAID 

Logistical Support 

IBM Co puter 1 4.0 Les/RSA RSA 8,8 ie Yes MOA 

Typewriter 1 .5 Lesotho RSA 8/88 Nc No MOA 
Secretary 2 40.0 Lesotho Lesotho e /88 r" Yes MOA 

Supplies 5.5 Lesotho RSA 8/88 No No MOA 

Veicles (RK) 2 50.0 RSA Jaoan/RSA 8/88 Yes MOA/USAID 

6. Program Studies 

Legal Assistance 1 75.0 Lesotho Les/935 12,68 No Ye.s MOA/USAID 

Appraisal Coop L 1 75.0 Lesotho Les/935 2R89 No Yes MOA/USAID 

Computerized System 

National Grazing Fee 1 100.0 Lesotho Les/935 2/gO No Yes MOA/USAID 

6a s9i 

(a Rec-..Ires sole so -:.ewaive,
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METHODS OF IMPLEMENTATION AND FINANCING
 

METHOD OF METHOD OF 

CATEGORY IMPLEMENTATION DISTRIBUTION 

Non-Project Asst. 
Sector Assistance Prj. Agreement Direct 

Project Asst. 
TA - Long-term Direct AID 

Contract 
Direct 
Payment 

Studies/Evaluations Direct AID Direct 
Contract Payment 

Log Support Direct AID 
Contract 

Direct 
Payment 

Purchase Order 

Contingencies/ As Above As Above 
Inflation 

Total 


4227L
 

AMOUNT U.S.
 
$ (000)
 

12,750
 

1,200
 

650
 

140
 

260
 
2,250
 

15,000
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IV. 	 ILLUSTRATIVE IMPLEMENTATION TIMING ACTION
 
SCHEDULE
 

i. AID/Washington approves/USAID May 88 AID/W
 
authorizes
 

2. Grant Program Assistance
 
Agreement (GPAA) finalized May 88 USAID
 

3. 	GPAA signed by USG and GOL Jun 88 DIR
 

4. 	USAID contracts for technical
 
assistance personnel Jun 88 USAID
 

5. All initial CP's are satisfied
 
for first disbursement Jun 88 PC/USAID
 

6. 	CP's for phase one satisfied Oct 88 PCC
 

7. 	Financing request counter­
signed by USAID/DIR Oct 88 PRM
 

8. 	Financing request cabled
 
to RMC/Paris Oct 88 PRM/CONT
 

9. 	Funds transferred from
 
RMC/Paris to USAID; GOL
 
deposits Maloti equi­
ualent into, account at
 
Central Bank Lesotho (CPL)
 
and USAID transfers
 
Dollar chcck Oct 88 AID/W(FM)
 

10. 	Agreement on use of phase
 
one LC gcncrations Dec 88 PC/LISAID
 

11. 	 Mission Director confirms
 
by letter to release
 
LC generations from special
 
accounts. Doc 88 USAID
 

12. 	USAID receives copy of
 
T-r EC 	 tc~ r 
that LC generation were
 
a'2ocated as agreed Dec 88 CBL/MOP
 

13. 	USAID monitors/evaluates
 
policy actions and local
 
currency utilization PRM/ADO
 

Steps . through 13 Wi] be repeated for all remaining tranchcs.
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V. EVALUATION PLAN
 

The evaluation plan will assess the program's progress in
 
accomplishing its purpose and offer opportunities to
 
re-evaluate the assumptions and underlying analysis upon which
 
the program is based. Two evaluations are scheduled for this
 
program. The initial evaluation will take place when the first
 
phases of both components have been completed. End-of-program
 
impact evaluation is scheduled six months after the program
 
activity completion date. These evaluations will supplement
 
the annual review and assessment between senior Government of
 
Lesotho officials and AID management. A total of up to
 
$150,000 is budgeted for the two evaluations.
 

A baseline/benchmark sui-vey will be completed at the
 
beginning of the LAPSP to identify more precisely the
 
indicators of performance to be measured throughout the program
 
and evaluated. The benchmark survey will include impact
 
indicators, on both a micro and macro economic level.
 

the initial evaluation will focus on the implementation of 
policy reforms, the use of local currency, and other 
appropriate administrative and management matters. The 
evaluation will assess the achievement (or failure) in carrying 
out the scheduled policy changes, and the management and use of 
local currency. It will identify the reasons (or problems) for 
the program's achievement (or failure), and propose appropriate 
means for continuing the successful activity(ies) and propose 
measures to correct the problems identified. Recommendations 
from the initial evaluation ouLcomic will be a critical input 
for improving the program implementation or for revising the 
program implementation plan. 

The end-of-program or impact evaluation will assess the 
contribution of the program to the Government of Lesotho's goal 
of increasi: - productivity, and thereby production, in
 
agriculture and livestock and the strengthening of its
 
infrastructure and institutional bases in promoting the
 
adoption of agricultural innovations as well as its impact on
 
government finance, balance of payments, and other
 
macroeconomic factors. Since changing the policy environment
 
is only one of* the contributing factors in productivity 
increasc &nc- crowt- :n the sector, the direct impact of the 
program must be viewed from the point of view of how the 
program contributes to an improved resource allocation and the 
ability of the government to sustaiM and continue development 
activities in the sector, and avoid the stop-go phenomenon at a 
time of declining public sector resources. Furthermore, it is 

possible that it may be too early to evaluate the impact of 
policy changes on productivity and growth. The evaluation will 
also assess the atility of the Lesotho Government to imolement 

difficult policy changes, its policy/analytical capability in 
the sector, and its administrative, political, and 
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organizational constraints and strengths to carry out a program
 
of policy reforms. The lessons learned from this evaluation
 
will provide the basis for AID's future decision in the type
 
and form of assistance for the sector.
 

VI. AUDIT PLAN
 

The Central Bank will assure that the Maloti funds
 
deposited by the GOL into the Special local currency accounts
 
for the LAPSP program will be disbursed only upon mutual
 
agreement between AID and the GOL and only for mutually
 
approved uses. Following release of funds from the Special
 
Account, USAID will receive a copy of the transfer order
 
showing to whom transfers were made.
 

Books and records related to the LAPSP activities will be
 
audited regularly by an independent accounting firm under a
 
contract with GOL, in accordance with generally accepted
 
auditing standards, and maintained for at least three years.
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E. PROGRAM FINANCIAL PLAN
 

1. Type of Assistance Proposed
 

$12,750,000 in the
This $15,000,000 grant program consists of 


form of dollar disbursements under the program assistance
 

component and $2,250,000 in project assistance, in support of
 

GOL policy reform efforts.
 

Of the $12,750,000 for dollar disbursements, $7,750,000 will be
 

from the Sub-Saharan Africa, Development Assistance
 
from the Southern
Appropriation (DFA) and $5,000,000 will be 


Africa Development Assistance appropriations, assuming.SADCC
 
two phases of the Livestock
consent is obtained for the last 


Management Program. On instructions to transfer funds under
 
issue a U.S. Dollar check to
this component, RAMC/Paris will 


USAID/Lesotho which will transfer the funds to the GOL after
 

the Dollar funds has been deposited by
the Maloti equiv, 'r, t of 


the GOL into a special local currency account in the Central
 
rate for this program
Bank. 'The U.S. Dollar/Maloti equivalency 


will be at the highest legal rate akailable at the time of
 
lower than the US DO RAMC/Paris
dollar disbursement but no 


published exchange rate for the date of transfer. As dollar
 
the
disbursements under a DFA-funded sector support program, 


dollars are not placed into a special account, nor is their use
 

The provision of the FY 1988 Continuing
tracked or, restricted. 

accounts for ESF-funded cash
Resolution requiring separate 


transfers is inapplicable.
 

Prior to the USAID dollar disbursement under each tranche, the
 

GOL will deposit the Maloti equivalent in value into special
 
Bank.
local currency accounts in the Lesotho Central Two
 

special local currency accounts will be created - one for the 

Agricultural Inputs Component; another for the Livestock 

Component. Funds from these accounts will be used in support 

of policy reforms to be undertaken as part of the Program, in 

set forth in Section B.lIlc.
accordance with the priorities 


project component (e.g. for
Appropriated under the $2,250,000 

expenses in connection with the salary/logistics costs 	of U.S. 

studiestechriical assistancE and program management personnel, 
herein) will be
and evaluations and the like described 


with standard AID program procedures
disbursed in accoroance 

and documentation.
 

of
Financing the non-project assistance component the program
 

by dollar disbursements and specific programming of GOL-aimed
 

local currency generation is most appropriate, because most of
 

the program will be local currency
the sepcific costs of 

costs. A. dc,]ar disbursement, rather than a CIP, is more
 

appropriate as a means to generate the local currency for
 

seuera] rc asonr .
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1. The program design requires disbursement in a
 
number of small tranches and these tranches are too small to be
 
workable as a CIP.
 

2. The costs of the policy reforms are ones that 
will occur immediately, not on a delayed basis. Thus, the GOL 
needs resources immediately, not on the delayed basis that 
would result from a CIP. 

3. The program design which uses dollar
 
disbursements rather than commodity imports is less likely to
 
introduce undesirable price distortions into the relatively
 
small Lesotho commodity markets.
 

4. Dollar disbursements avoid complications
 
resulting from import regulations called for by Lesotho's
 
customs agreement with the Republic of South Africa.
 

II. Lesotho and the Common Monetary Area (CMA)
 

The Trilateral Monetary Agreement between Lesotho, Swaziland
 
and South Africa, effective April 1, 1986, establishes a shared 
monetary policy among the three parties under a Common Monetary 
Area (CMA), superceding the Rand Monetary Agreement effected in 
1974 to provide a uniform monetary control regime for the three 
states. Under current arrangements, Lesotho and Swaziland may 
issue thcjr c)L'- r,atIcn&' currencies, although the South African 
Rand remains available as the legal tender throughout the area;
 
LotL issued by the Central Bank of Lesotho must be backed by
 
one hundred percent (100%) reserve cover but investments by the
 
CBL in the South African Corporation for Public Deposits (est.
 
in 1984) are now acceptable as cover for the Loti in
 
circulation; the CBL also has the right to hold and manage gold

and foreign exchange reserves up to a maximum of thirty-five
 
(35%) of the total of its gold and foreign exchange reserves
 
and Rand holdings, but the Reserve Bank of South Africa is
 
otheruwise responsible for managing gold and foreign exchange
 
reserves of the members; transfer of funds within the CMA is
 
unrestricted, there is free access to South African capital and
 
money markets; and, members may withdraw from the CMA on six
 
montns acvance notice to the other parties.
 

III. Lesotho Monetary System
 

As a consequence cf the fiscal arrangements noted above,
 
monetary and price development in Lesotho are essentially a
 
reflection of South African monetary policy. The CBL is
 
responsible for issuing currency (Maloti or Loti),
 
administe-ing exchange controls, and regulating financial
 
institutions in Lesotho. The CBL also determines 
the minimum
 
depos:t rates an- the prime lending rate for commercial banks.
 
To promote domestic demand for credit, the interest rates set
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by the CBL are somewhat lower than those in the RSA. Other
 

but are essentially in line with
 
rates are market-determined 


the
Through the pegged exchange rate and 

those in the RSA. 

free flow of goods in the CMA, inflation in the RSA is
 

Lesotho.
transmitted directly to 


Amounts Required and the Incremental

IV. 	 Estimated Dollar 


Nature of Disbursements
 

United
to the LAPSP of Fifteen Million
AID's contribution 

be disbursed in increments,


States Dollars ($15,000,000) will 

release
the terms and conditions for the 
after satisfaction of 


$12,750,000

of funds outlined in herein, and after, for the 


GOL has deposited the Maloti
 
dollar disbursement component, the 


local currency

of each increment into special
equivalent 


Bank. The U.S. grant will be
 
accounts in the Lesotho Central 


as follows:
composed of program and project funds 


Africa Development
Sub-Saharan
a. 	 $7,750,000 from the 

be provided as


Assistance (DFA) appropriation will 


dollar disbursements;
 

DFA funds will be provided as project

b. 	 $2,250,000 in 


and administrative
assistance to meet managerial 


costs; and,
 

Africa Development
Southern
c. 	 $5,000,000 from the 

as
(SADCC) appropriation will be provided
Assistance 


for the last two phases of the
 
dollar disbursements 

Livestock Management program.
 

disbursements are planned during

The following LAPSP grant 


the program:
implementation of 


a. The Agricultural Input Distribution Reform Package
 

is presented that the
 
As objectiuely verifiable evidence 


reform actions listed
has executed the
Government of *Lesotho 

One, 	Two, and Three described herein, USAID
 

for Program Phases 

$500,003 for Prograr, Phase One accompishmncts;


will 	disburse 
 and
Phase Two accomplishments;
Program
$1,000,000 for 

$2,750,000 for Program Phase Three.
 

b. The Livestock Management Reform Package
 

evidence is presented that the
 
As objectively verifiable 


the reform actions listed
executed
Lesotho
Government of has 

described hereir,


for Program Phases One, Two, Three and Four 


disburse $1,200,000 for Program Phase One
 
USAID will 

accomplishmEnts, $2,300,000 for Program Phase Two
 

Phase Three
for 	 Program
$2,500,000
accomplishments, 

an Li.S. $2,500,000 for Program Phasc Four
 

accomplishments, 

= r r nil r, hrr- t s 
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C. 	 Technical and Financial Support for the Reform
 
Components
 

To facilitate timely implementation of the discrete reforms
 
listed under Sections F. III.a. and F. III.b. above, U.S.
 
$2,250,000 will be provided as project assistance for the
 
following support activities:
 

1. 	 The Resident Program Technical Assistance Team
 

This team will consist of one specialist to support Government
 
of Lesotho efforts and monitor USAID interests in
 
implementation of the Input Distribution Package reforms and a
 
second specialist to support implementation of the Livestock
 
Management Reform Package. The total cost for this support
 
team is projected at $1,100,000 (8.0 person/years of assistance
 
at $125,000 per person/year).
 

2. LISAID Assistance Team
 

To assist USAID in implementing and monitoring the Program,
 
approximately $200,000 in foreign exchange funds will be used
 
to finance a team composed of a Program Economist, Program
 
Manager and Secretary. Evaluations, audits, studies of special
 
interest to USAID and contingencies will be funded at U.S.
 
$300,000.
 

3. 	 Short-Term Technical Assistance Requirements
 

Under the reform program, certain studies and other actions 
w2l require provision of short-term assistance personnel under 
A.I.D. direct contracts. These studies and actions are
 
expected to be: two national agricultural input supply surveys
 
in Project Years One and Four ($100,000 for each study or
 
$200,000 total); funding for short-term legal services to draw
 
up sales and lease/purchase agreement for Coop Lesotho
 
divestitures ($75,000) ; the independent appraisal of Coop
 
Lesotho assets ($75,000); a national livestock inventory prior
 
to implementation of the national grazing fee program and a
 
series of impact studies during implementation of the grazing
 
fee program (.$200,000); short-term assistance to set up a
 
computerized accounting system for the grazing fee system

($100,000).
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d. Projected Grant Disbursements Under the LAPSP
 

Disbursement FY 1988 FY 1989 FY 1990 FY 1991
 

Policy Reform Disburse­
ments for the Agricultural 
Inputs Distribution 
Component 

(in thousands of U.S. $) 

First Tranche 500 

Second Tranche 1,000 

Third Tranche 2,750 

Policy.Reform Disburse­
ments for the Livestock 
Management Component 

First Tranche 1,200 

Second Tranche 2,300 

Third Tranche 2,500 

Fourth Tranche 2,500 

Long-Term 
Technical Assistarce 

Secretariat: 

- Aduisor for Input 
Distribution 
Component 125 125 125 125 

- Aduisor for Livestock 
Management Component 125 125 125 125 

- Logistical Support 

for Resident Tearn/ 50 20 20 10 

USAID: 

-- Program Econormst 
- Program Manager 
-Secretar-a2/Logdstica 

- EvaIu&tcns/audts, 
continoencaes 

35 
10 
5 

10 

35 
10 

140 

35 
10 

50 

35 
10 

100 
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Short-Term
 
Technical Assistance
 
for Studies and
 
Other Actions
 

Baseline Agricultural
 
Inputs Survey 100
 

End-point Agricultural
 
Inputs Survey 100
 

Legal Assistance for
 
Coop Lesotho Divestiture 75
 

Independent Appraisal of
 

Coop Lesotho Fixed Assets 75
 

National Livestock Inventory, 100
 

Grazing Fee Impact Studies 50 50
 

Technical Assistance for
 
Installation of the
 
Computerized Accounting
 
System for the National
 
Grazing Fee System 75 25
 

Total LAPSP Grant
 
Disbursements 2,260 3,985 5,695 3,060
 

e. Disbursing Procedures & Mechanisms
 

Funds under this Program will be disbursed for discrete program
 
reform purposes and for technical, administrative, and
 
financial backs.topping in support of these reforms. Upon
 
meeting of the conditions precedent for each phase of the
 
reform package and mutual agreement on the proposed financing
 
for reform activities, the GOL will request USAID/L to release
 
a tranche of funds accompanied by an SF-1034, Public Voucher,
 
for the amount of money requested. USAID/L will process the
 
SF-1034, submit to RAMC, Paris and receive a U.S. Dollar check
 
in return. USAID/L will forward this check to the GOL after
 
the GOL has deposited the Maloti equivalent of the U.S. Dollar
 
check into local currency interest bearing account in the name
 
of the GOL. special account for each of the two main
 
components of the LAPSP w]l be maintained for ease of tracking
 
and monitoring. Note that interest earned will be treated as
 
principal.
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Disbursement of funds for technical and administrative support
 
will be by direct disbursement/reimbursement methods by the
 
Mission. The procurement and payment procedures, accounting
 
system and internal controls of the pertinent departments of
 
the Ministries have been reviewed vis-a'-vis related projects
 
and have been found to be adequate.
 

F. THE PROGRAM ASSISTANCE COMPLETION DATE
 

The two separate policy reform components under this
 
program will be implemented simultaneously and in parallel with
 
each other. While the Agricultural Input component consists of
 
only three phases, the proposed government divestiture plan
 
will necessarily be complex and time consuming to complete. In
 
comparison, the Livestock component consists of four separate
 
and equally complex phases, and considerable time is
 
anticipated to be required for implementation of the new
 
grazing fee program. To ensure that sufficient time is
 
allotted to complete all seven phases under both components,
 
the program wd)) extend over a four year time frame, or to
 
approximately April 30, 1993. The actual Project Assistance
 
Completion Date (PACD) will be four years from the effective
 
date of the Grant Agreement.
 

G. HOSI COUNTRY CONTRIBUTION REQUIREMENT
 

Section 110(a) of the Foreign Assistance Act of 1961 (FAA), as 
amended, requires that the GOL provide at least 25 percent of 
the costs of the entire program. As the local currency to be 
depositrd i. the Special Loca] Currency Account, in an amount 
equivalent to the dollar disbursements, is host country owned, 
it may be used to satisfy the host country contribution 
requirement. The amount of local currency to be deposited in 
the local currency account is approximately M25,500,O00 and far 
exceeds 25 percent of the cost of the entire program. See 
Table at page 77 which sets out the schedule for U.S. Dollar 
transfers; GOL contributions in Maloti will be made immediately 
prior to these transfers. 
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H. 	 TERMS AND CONDITIONS
 

I. 	 Conditions Precedent to Disbursements of United
 
States Dollars
 

a. 	 Conditions Precedent to Initial Disbursement
 

No funds will be disbursed under the Grant until the GOL has
 
provided evidence of:
 

1. 	 A statement representing and warranting that the
 
named persons have the authority to act as the
 
representative or representatives of the GOL
 
pursuant to the following:
 

(a) 	Disbursement of local currency; and
 

(b) 	Official correspondence regarding the Grant
 
together with a specimen signature of each
 
person certified as to its authenticity.
 

b. 	 Additional Conditions Precedent to Initial
 
Disbursement of the Resource Transfer
 

Prior to the disbursement of the first tranche of U.S. Dollars
 
for the resource transfers to be provided to the GOL under the
 
Agreement, the GOL shall furnish to AID, in form and substance
 
satisfactory to AID, evidence of:
 

I. 	 Creation of a Secretariat by the Ministry
 
of Agriculture to assist in program
 
implementation;
 

2. 	 Establishment in the Central Bank of
 
Lesotho of a Specia2 Local Currency Account
 
for the deposit of local currency in an
 
amount equivalent to the U.S. Dollar
 
disbursements under the of the resource
 
transfer to be provided to the GOL Grant;
 

3. 	 Appointment of the Program Coordination
 
Committee (PCC) and Component Task Forces
 
for Agricultural Input Supply and Livestock
 
(CTF); and
 

c. 	 Ad!ct:onE.] Conditions Precedent to Disbursements
 
Under the Agricultural Input Reform Component
 

Prior to the disbursement of funds for the first tranche of the
 
resource transfe- urider the LAPSP Agricultural Input
 
Distributicon Rcforr. Component, the GOL will furnish to USAID, 
in forrr and sLbstarncc- satisfactory to USAID, evidence that the 
GOL hFs carrie cut the foa2owanc: 



- 81 ­

1. 	 Ag Input Phase One
 

(a) 	 Facilitated and supported the development
 

of an open and competitive market for the
 

supply of agricultural inputs.
 

(b) 	Developed and approved an implementation
 
plan for and commencement of implementation
 
of its announced commitment to the
 
progressive removal of all subsidies on
 

fertilizers starting with. the 1988-89 crop
 
season.
 

2. 	 Ag Input Phase Two
 

Funds will be disbursed under this phase only after evidence is
 

submitted to establish that the GOL has:
 

(a) 	Undertaken progressive divestiture by Coop
 
its sales outlets and
Lesotho of 	 retail 


lock-up *.stores to private sector input
 

suppliers, including primary and secondary
 

cooperatives, private sector input
 

suppliers and general traders, with the
 

objective of reducing Coop Lesotho's role
 

to that of a true cooperative input
 

wholesaler in competition with other
 
private sector suppliers.
 

(b) 	 Established a program, to ease the
 

transition of redundant Coop Lesotho
 

personnel into other employment.
 

(c) 	 Implemented phase one of the plan to
 

eliminate fertilizer subsidies.
 

3. 	 _ Input Phase Three
 

phase only after evidence is
Funds will be .disbursed under this 


submitted to establish that the GOL has:
 

(a) 	Completed the divestiture of Coop Lesotho's
 
retail outlets and lock-up stores.
 

(b) 	 Completed withdrawal of the GOL as a
 

shareholder in Coop Lesotho.
 

(c) 	 Implemented the final phase of the plan to
 

eliminate fertilizer subsidies.
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d. Conditions Precedent to Subsequent Disbursements
 
Under the Livestock Management Reform Component
 

Prior to the disbursement of funds for the first tranche of
 
resource transfers under the LAPSP Livestock Management Reform
 
Component, the GOL will furnish to USAID, in form and substance
 
satisfactory to USAID, evidence that the GOL has carried out
 
the following:
 

1. 	 Livestock Phase One
 

MOA 	 has prepared and the GOL Cabinet has approved a
 
comprehensive implementation plan for the National Livestock
 
Development and Resource Management Policy enunciated in
 
September 1987. The policy implementation plan must cover the
 
areas of resource management, livestock marketing, and
 
livestock production and animal health.
 

2. 	 Livestock Phase Two
 

Funds will be disbursed.under this phase only after evidence is 
submitted to establish that the GOL has: 

(a) 	 Established and approved an implementation
 
plan for and completed all preparatory
 
steps toward installation of a national
 
grazing fee system.
 

(b) 	 Established and adopted an implementation
 
plan to restructure and broaden the system
 
of livestock marketing in Lesotho to allow
 
for:
 

(1) 	Greater private sector participation
 
in all phases of livestock marketing;
 

(2) 	 A larger volume of exports of live
 
animals and livestock products to the
 
RSA; and,
 

(3) 	 A greater degree of efficiency in the
 
operations of the NAFC, as
 
demonstrated by greater degrees of
 
plant utilization and lower unit costs
 
for livestock products handled.
 

3. 	 Livestock Phase Three
 

Funds will e disbursed under this phase only after evidence is
 
submitted Lo establish that the GOL has implemented the first 
year cf operations under the national grazing fee system, 
including collection of grazing fees and allocation of grazing 
fee revenues
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4. 	 Livestock Phase Four
 

under this phase only after evidence is
Funds will be disbursed 

the GOL has implemented the second
submitted to establish that 


year of operations of the national grazing fee system.
 

Conditions Precedent to Disbursement of Local
II. 

in the Special Local Currency
Currency Deposited 


Accounts
 

Local Currency
No funds shall be released from the Special 

criteria and procedures for approving
Accounts until 


to be eligible
allocations to projects or activities determined 


recipients of local currency financing have been mutually
 

agreed to in writing by the GOL and USAID.
 

Special Covenants
 

Thc following are Special Covenants for the LAPSP Program
 

Agreement:
 

a. 	 The GOL shall not in any way discontinue, reverse or
 

otherwise impede any action it has taken in
 

any 	 precedent
satisfaction of condition 	 to
 

set forth herein, except as mutually
disbursement 

agreed to in writing by USAID and the GOL.
 

GOL will
b. 	 Pursuant to Section G.]b(2) above, the 

in the Central Bank of Lesotho a Special
establish 


Local Currency Account for the Agricultural Input
 
the Component and
Component and another for Livestock 


deposit therein currency of the Government of Lesotho
 

in a tot] amount equivalent to the U.S. Dollar
 

resource transfer to be provided
disbursements of the 

to the GOL under the Grant. The GOL and USAID shall
 

agree in writing on the exact apportionment of the
 

local currency deposits between the Special Local
two 


Currency Accounts. It is planned that, of the total 

amount of local currency to be deposited in the 

Special accourts, Maloti will be deposited in the 

Account for thE Agricultural Input Component and
 

Maloti will be deposited in the Account for the
 

Livestock Component, all In phased tranches which
 

in value to the tranched Dollar resource
correspond 

in Special Local Currency
transfers. Funds the 


be used for such purposes as are
Accounts may 

the GOL and USAID.
mutually agreed upon in writing by 


c. 	 The GOL shall adhere to the following tenets with 

respcct to the use of local currency deposited in the 

Special Local Currency Account:
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1. 	 Except as agreed to in writing by USAID and the
 
GOL, the Special Local Currency Account shall be
 
used only to finance the following in order of
 
priority:
 

(a) 	Activities or projects contributing to the
 
implementation of the policy changes in the
 
agricultural and livestock sub-sectors
 
proposed under the LAPSP and necessary to
 
the accomplishment of Conditions Precedent
 
for a subsequent Policy Reform Phase or as
 
otherwise agreed to by USAID and the GOL;
 

(b) Activities or projects contributing
 
directly to the implementation of the
 
policy changes in the agricultural and
 
livestock sub-sectors proposed under the
 
LAPSP but not necessary to the
 
accomplishment of Conditions Precedent for
 
a subsequent Policy Reform Phase or as
 
otherwise agreed to by USAID and the !30L;
 

(c) 	 Recurrent or local costs of USAID-financed
 
agricultural or livestock projects;
 

(d) 	 Recurrent or local costs of other
 
donor-financed agricultural or livestock
 
projects which complement or supplement
 
USA1D projects; and,
 

(e) 	 Extension or continuation of activities or
 
projects under implementation in the
 
agricultural or' livestock sub-sectors which
 
will contribute to the rapid increase in
 
the productivity and income growth of the
 
rural population.
 

2. 	 The GOL shall maintain and cause recipients of
 
funds from the Special Local Currency Account to
 
maintain, in accordance with generally accepted
 
accounting principles and practices consistently 
F7r-r , t -.,: arnd r ccr-d relatinc t- t :r 
Special Local Currency Account. The GOL shall 
grarL or cause such recipients to grant to USAID
 
or any of its authorized representatives the
 
right to inspect such books and records at all
 
timc s as USPID may reasonably require, Such
 
books and records shall be maintained for at
 
least three years after the date of the last
 
casoursemcnt by USAID under the LAPSP Grant.
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3. 	 The GOL shall refund to the Special Local
 
Currency Account any local currency not used for
 
purposes agreed upon by USAID and the GOL,
 

except as they may otherwise agree in writing.
 

4. 	 The local currency provided by the GOL for the
 

Program in accordance with this Agreement shall
 
be considered as additional budgetary resources
 
for the Agricultural and Livestock Sectors
 
segregated in two Special Accounts and shall not
 
be a substitute for the GOL's existing budgetary
 
resources for these sectors.
 

5. 	 Local Currency deposited in the Special*Local
 
Currency Accounts shall not be used for police
 
training or military or paramilitary purposes.
 

III, General Covenants
 

The LAPSP Grant Agreement will include the following general
 
covenants:
 

a. 	 Program Evaluation
 

USAID and the GOL agree to cooperate on an
 
USAID-financed evaluation program as part of the
 

LAPSP. The program may include, during the
 
and at one or more
im.oemerntation of the Program 


points thereafter:
 

1. 	 Evaluation of progress toward attainment of the
 
objectives of the LAPSP;
 

areas
2. 	 Identification and evaluation of problem 

or constraints which may inhibit such attainment;
 

3. 	 Assessment of how such information may be used
 
to help overcome such problems; and
 

4. 	 Evaluation, to the degree feasible, of the 
overall development impact of the LAPSP 

b. 	 Consultation
 

US.ID and the GOL will cooperate to assure that the
 

purpose of the LAPSP will be accomplished. To this
 

end, the Parties, at the request of either, will
 

exchange views on the progress of the LAPSP, the
 
performance of obligations under the Program
 
Agreement, the performance of any consultants,
 

under the LAPSP, and
contractors or suppliers engaged 

other matters relating to the Program.
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c. 	 Execution of the LAPSP
 

The GOL will:
 

I. 	 Carry out the Program or cause it to be carried
 
out with due diligence and efficiency, in
 
conformity with sound technical, financial and
 
management practices, and in conformity with
 
those documents, plans, specifications,
 
contracts, schedules or other arrangements, and
 
with modifications therein, approved by USAID
 
pursuant to the Program Agreement; and
 

2. Provide qualified and experienced management
 
for, and train such staff as may be appropriate
 
for the maintenance and operation of the
 
Program, and, as applicable for contitiuing
 
activities, cause the Program to be operated and
 
maintained in such manner as to assure the
 
continuing and successful achievement of the
 
purposes.of the LAPSP.
 

d 	 Ltilization of Goods and Services
 

1. Any resources financed under the Grant will,
 
unless otherwise agreed in writing by USAID, be 
devoted to the Program until the completion of 
the LIPSF , and thcreaftc r will be used so as to 
further the objectives sought in carrying out 
the LAPSP.
 

2. Goods and services financed under the Grant,
 
except as USAID may otherwise agree in writing,

will not be used to promote or assist a foreign
 
aid project or activity associated with or
 
financed by a country not included in Code 935 
of the AID Geographic Code Book as in effect at 
thc time of such use. 

3. 	 An*y public sector commodity procurement
 
transactions financed under the Grant are 
not 
exe ti,. dert taxes, tariffs, dutiesiOIT, flab c-
or other levies imposed under laws in effect in 
the territory of the GOL, the GOL will pay or 
reimburse thE same with funds other than those 
provided under the Grant. 

http:purposes.of


quoteI: rep. p icabe AZ1 ZX A 	 Cable addre ss:PLANNOFF 

Your Referen": 

PEDM/GI M 	 CENTRAL PLAN',ING AND 
DEVELOPMENT OFFICE 

P.O. BOX MNS 630 
MASERU i(o 

Mr. Jesse L. Snyder 	 LESOTHO
 

Mission Director 18th January, 1988. 
USAID/Lesotho STATES 

P.O. Box 333
 

MASERU'. 100 

Dear Mr. Snyder,
 

Lesotho Agricultural Policy Support Program Grant-January 1988.
 

I am pleased to advise you that we have concluded our review of
 

the referenced document collaboratively prepared for the
 

consideration of a program to assist the Government of Lesotho
 

with the adoption of policy reforms in the areas of agricultural
 

input distribution and livestock management.
 

The program and measures detailed in the proposal for an
 

Agricultural Policy Support Program are directly supportive of
 

the policy actions which the Government of Lesotho desires to
 

undertake at this time.
 

Accordingly, assistance of the Government of the United States
 

of America in the form of a grant for the purposes detailed in
 

the proposa is hereby formally requested.
 

NAN
 

_ 	 ,
I.,M ,/ % S i n c e r e I y 	 A '=''. ..............................
 

Sincerely
 

P.E.D. MOSEBO
 

Actina Principal Secretary
 

---	 REC'D AG DIVISION 

DATE Q F 



ANNEX 	B
 

REPORT ANNEX 1
 

Government of Lesotho Statement on
 
Agricultural Policy Issues - Crop Production of 18 August 1987
 

CROP PRODUCTION
 

GOVERNMENT DECISIONS
 

18 August 1.987
 

Summary of strategies and action programmes for implementation of
 
Agricultural Policy and structure adjustment:
 

(1.) 	 In order to ensure that arable land is optimally and
 
productively utilized minimum target yields per acre be
 
established.
 

(2.) 	 Land leasing and sharecropping between contracting

partners: be formally endorsed on approved terms
 
particularly where individual landholders are unable to
 
meet 	the targets.
 

(3.) 	 Village and District Development Councils be directly
 
involved in the monitoring of these arrangements.
 

(4.) 	Contract farming be developed to evolve viable crop

production cooperatives and to accelerate achievement
 
of grain self-sufficiency.
 

(5.) 	 Direct imput subsidies be eliminated in preference to
 
increased price incentives on output when production

exceeds minimum targets.
 

(6.) 	 Consolidated irrigated farming be accelerated to
 
achieve self-sufficiency in vegetables and export of
 
surplus by declaring consolidated irrigable land to be
 
development areas under special management and terms
 
with landholders. Effort should be made to apply
 
grants and concessionary loans rather than commercial
 

(7.) 	 Agricultural support institutions (Ministry of
 
Agric-uture, TOU, Coop Lesotho, Lesotho Agricultural

Bank, Mills, etc.) be restructured or phased out to
 
reduce costs to government and deliver efficient
 
services to farming community.
 

(6.) 	 The implementation of these strategies commence from
 
1987/68 summer crop season.
 

I-I
 



POLICY DIRFCTIONS FOR MINISTRY OF AGRICULTURE, COOPERATIVES AND
 
MARKETING TO IMPLEMENT POLICY OBJECTIVES
 

(With Special Reference to Self-Reliance and Cooperatives
 
Development, Food Self-Sufficiency, and Structural Adjustment
 
Programme)
 

1. Background
 

The policy objectives and targets of the Ministry are clerrly
 
reflected and articulated in the successive three Five Year
 
Development Plans and in the current Fourth Plan. While the
 
plans have served a useful purpose in mobilising donor and local
 
funds, the achievement of targets has never been realized with
 
regard to increasing agricultural production except establishment
 
of physical infrastructural facilities.
 

The overall investment in agriculture over the past twenty years
 
has been progressively colossal, by Lesotho standards, in terms
 
of donor financing and local contribution, and yet corresponding
 
results have fallen far short of expectations and should raise
 
deep concern regarding justification of these heavy expenditures
 
with negligible returns. Additionally, the farming community
 
which is accepted as one of the poorest sector of the population
 
has also made significant contribution to agricultural investment
 
by way of labour input and financial resources from off-farm
 
income.
 

The risks and natural disasters associated with agriculture
 
affect Lesotho as much as any country in the world, although the
 
unique geopolitical situation of Lesotho does impose an
 
additional constraint in the realization of policy objectives
 
designed to increase agricultural production.
 

After twenty years of agricultural development support, three
 
disturbing features have emerged. First, the transition to self­
sustaining development after donor support has been withdrawn is
 
negatiye, thus implying wasteful and ineffective utilization of
 
resources. This situation is characteristic of nearly all
 
donor/Government funded projects and schemes. Secondly, the
 
degradation of two major basic natural resources, soil and
 
grazing which are the sine que non of agricultural production in
 
Lesotho, has increased at an alarming rate over the past two
 
decades. Thirdly, considerable disillusionment and negative
 
attitude prevails amongst farmers regarding the ability of
 
Government to improve their welfare through agricultural projects
 
and programmes. This attitude does not, however, suggest that
 
farmers are resigned to a situation of hopelessness and
 
helplessness. It simply means that we are dealing with people
 
who have shrewedly acquired better experience from development
 
assistance, and thus calling for understanding, skill and
 
determination from policy-makers and developers to regain the
 
farmers confidence as cooperators in agricultural development.
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If agriculture is accepted as the basis and stimulant of economic
 
growth in Lesotho, the above considerations place a crucial
 
challenge and credibility responsibility on the new Government in
 
"Lesotho Le Lecha"- "The New Lesotho" - to transform the
 
experiences of the last twenty years into effective policy
 
guidelines that will create a favourable socio-economic climate
 
for achievement of meaningful results in increasing agricultural
 
productivity. Such policy guidelines must encompass policy
 
implementation strategies which must take into account physical

natural agricultural resources, financial and human resources.
 

As the strategies address the issues of arable and grazing use,
 
water utilization, and farmer cooperative effort to reach the
 
self-sufficiency goal in food, they will in effect be elaborating
 
on Structural Adjustment Programme which urges effective and
 
optimal utilization of available resources for promotion of self­
sustaining economic growth.
 

The strategies also translate the new Government's declared
 
policy of "Lesotho Le Basotho Pele" - Lesotho and The People
 
First - into action/results - oriented policy guidelines.
 

PART I: CROP PRODUCTION
 

(Based on the Ministry's internal study July 1987. "An
 
Assessment of Irrigated Horticultural and Field Crop Production
 
Programme")
 

(a.) Basis of Need for Policy and Structural Adjustments
 

(1.) The overall policy objectives in Crop Production seek
 
attainment of self-sufficiency in stable food crops and increase
 
in yields of cash crops under both dry land and irrigated
 
conditions.
 

The fundamental problems that have impeded success in the
 
achievement of above objectives relate to land use, conflicting
 
cooperative/individual farming approaches, relative income
 
returns from farm and off-farm sources, inefficient and
 
inappropriate technical and financial support to agriculture.
 

The 300,000 hectares of arable land, including 17,000 hectares of
 
irrigable area, is adequate. to produce about 270,000 tons of
 
cereals, 23,000 tons of legumes, 70,000 tons of vegetables, and
 
25,000 tons of fruit to feed our population of 1.6 million and
 
also to export the non-cereals. There is no question that land
 
in Lesotho is mismanaged and abused despite a favourable land
 
rights/use traditional system. The principle of collective
 
ownership of the land by the nation provides the Government and
 
traditional institutions with a flexibility to determine and to
 
ensure that land is optimally and judiciously utilized for the
 
benefit of the community. The Administration has, however,
 
always been hesitant to exercise its right to make decisions on
 
the issue hence the continuing abuse and misuse of the most
 



important resource. Without pro empting the findings and
 
recommendations of the Land Act Commission, it is urged that some
 
measures regarding Land-use must be implemented without delay if
 
self-sufficiency and better farm income goals are to be realized.
 
Land use measures will be an important tool in Structural
 
Adjustment Programme.
 

(2.) The donor preference for "small farmer" individual
 
production strategies and the Government's preference for small
 
farmer "cooperative schemes" (irrigation) and capital intensive
 
"cooperative block" (TOU) approaches are at the heart of the
 
incompatibility between donor sponsored development projects and
 
the Government's bias towards implementation of capital intensive
 
technologies on consolidated land holdings. This incompatibility
 
has led to costly inconsistencies and dissipation of financial ad
 
technical effort.
 

The underlying rationale for donor development approach is that
 
there is a large number of underemployed rural workers who need
 
to be supplied with small hand tools, other inputs nad technical
 
instruction in order to increase their production. The
 
assumption overlooks the fact that the target families (male
 
headed with no off farm employment opportunities) are, for the
 
most part, already employed at non farm jobs which provide
 
incomes in excess of those generated from the schemes.
 
Consequently, the effective target group for crop production
 
programmes becomes the resident female labour force. This group

is traditionally oriented to producing basic food grains for
 
family subsistence needs and not for commercial market sales, and
 
in addition, heavy child care and domestic responsibilities make
 
it difficult 
expectations. 

for this group to meet the high production 

The Government ap
appropriate target 

proach, 
group 

while 
able to 

accepting 
benefit 

the 
from 

lack of an 
small farmer 

individual production strategies based on extension teaching and
 
training methods to achieve increased production, assumes that
 
available rural farming community is willing and able to
 
effectively transfer the cooperative village based sharing

philosophy inherent in traditional production technologies to
 
capital- intensive commercial production technologies which
 
requirc high level of management and sophistication. Thesc
 
requirements cannot, however, be met by agricultural labour force
 
available to carry out farming. Another aspect often overlooked
 
is that many farmers, from past experience, seem to inherently

distrust the "cooperative" approach to farming as an infringement
 
on the traditional use rights on the land allocated to them for
 
crop production purposes.
 

From interviews it is clear that most schemes participants see
 
themselves as workers, not participants. This severely
 
compromises the "cooperative" philosophy prevalent in these
 
approaches and further reinforces the notion that members see
 
themselves as something less than cooperative participants
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working to achieve common development for the community. In
 
addition, these scheme members, not surprisingly, are very

hesitent about their capabilities to manage the financial and
 
production operation once assistance support has been withdrawn.
 

Th3 desire by Government to retain village cooperative work
 
relationships which tend to promote relatively equal income
 
distribution and maintain stable social relationships under
 
traditional subsistence production methods has provided a strong

incentive for government to maintain these traditions within a
 
highly subsidised commercial production framework (TOU) in order
 
to minimize social stress usually associated with individual
 
commercial production strategies which can result in unequal

income distribution. But the dilemma inherent in this ideal is
 
that to sustain a viable cooperative there must be adequate

income to distribute to members, a situation which would
 
reinforce members' moral obligation and commitment to cooperate.

The fact, however, is that while income distribution is equitable

in most cooperative schemes, production processes provide little
 
income to distribute and hence their failure.
 

It is therefore important in Lesotho Le Lecha to strive for
 
elimination of inconsistencies and incompatibilities of different
 
production approaches that have 
 so far been advocated,

recognising that true self-reliance in Lesotho can be achieved by

progressive collective mobilisation of the rural community into
 
productive socio-economic units. The strategies used will
 
determine the extent of success.
 

(3.) While most of Government or donor supported approaches have
 
had insignificant or erratic success results in spite of heavy

capitalization, one type of production approach - mainly in
 
dryland agriculture and to a small extent in irrigation, which
 
has survived the challenges that overcame the other two, is the
 
local contractor approach. This system of production has

prevailed notwithstanding the official neglect, and attracting

its only support from the farming community with the least
 
persuasion. The contractor's clientele is the risk-shy

landholder with land but little or without financial resources to
 
increase production even up to the subsistence level. The system

has ensured better use of land than it would have otherwise been.
 
Through sharecropping arrangement or land renting the innovative
 
contractor has shifted the risks of production from the landowner
 
to himself and yet at the same time "equitably" (in the eyes of
 
the landholder) distribting earned income. The yields in
 
contractors' schemes have been equal to or higher than in other
 
subsidized programmes. The interesting development is that some
 
contractors are evolving a "cooperative" type of association with
 
the landholders in which decision making and participation vary

from contractors to contractor.
 

The relative efficiency of the system derives from the fact that
 
decisions on farming operations are promptly made without going

through bureaucratic procedures before any work can be done; the
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ease of communication and mutual understanding also contributes
 
to this efficiency. The contractor can deliver technologies to a
 
greater number of farm households than the extension service with
 
prevailing limited financial support could ever hope to achieve.
 
As he mobilizes and uses his own financial resources he relieves
 
Government from unproductive capital and recurrent expenditures­
an important consideration in Structural Adjustment Programme.
 

The support and the adoption of the contractor approach would
 
form a basis for evolution of viable cooperative farming whereby
 
local managerial skills, technology transfer and collective
 
consciousness in commercial farming could be developed. The
 
deployment of extension staff to concentrate on high-technology
 
intensive systems would also be facilitated. Neglect of a
 
contractor as an important local asset would not be in the spirit
 
of 'Lesotho Le Basotho Pele" motto.
 

(4.) Irrigated agriculture, while more capital and labour
 
intensive than cereal production, is also much more management
 
intensive and requires reasonably sophisicated marketing in the
 
case of vegetables and fruits. These factors are responsible for
 
the failure of most schemes after donor assistance is withdrawn.
 
This suggests that initially labour factor be separated from
 
management and that management be provided with the necessary
 
financial and technical support over a longer period than that*
 
normally planned for projects and schemes. The potential of
 
irrigated farming to offer incomes that are competitive with
 
those from off farm sources can be realized on the strength of
 
management that has been provided and to anticipate that
 
irrigation per se justifies commercial loans, particularly after
 
experiences with previous and existing schemes, may be over­
presumptous. The greatest challenge is to develop and promote
 
motivated managers, technicians and farmer cooperators on a
 
realistically programmed plan otherwise the need for major
 
Government subsidies to support management inefficiencies cannot
 
be escaped.
 

(5.) It is apparent that no effort was made in the past to
 
critically assess and analyse regularly the failures leading to
 
non-attainment of set production targets. Consequently, valuable
 
inforu _tion and experiences which could be adapted to improvE the
 
performance of the schemes was missed. It is therefore not
 
surprising that the same mistakes have been repeated over and
 
over at a great cost to Government and donors. The cost to the
 
farmers' morale and expectations has resulted in disillusionment
 
and distrust.
 

Another aspect of the problem has been the absence of a link
 
between targets and incentives. The subsidies that have been
 
provided were limited to seed and fertilizer. Taking into
 
account the preceeding considerations, it is opportune to
 
challenge whether it is more appropriate to grant subsidies at
 
the production or output level. If the objective is to stimulate
 
production and reward the producer for his efforts, a price
 



incentive on the output would generate better results than input
 
subsidies, particularly if a price increase is related to
 
production in excess of established minimum targets. Similarly,
 
production levels below minimum targets should obligate the
 
landholder to partly surrender his or her land use rights to
 
those who can attain the targets, provided that the means of
 
production are available and accessible to him or her. This
 
obligation would ensure that land is productively farmed, and
 
retaining of part of land use rights could be in the form of land
 
rent payable to the landholder or any material aid-in-kind that
 
should be offered by the land user on agreed terms. These
 
arrangements are, in any case, already being commonly practised
 
but not backed by formal agreements. Other advantages would
 
include discouragement of illegal sale of productive farm lad
 
for residential purposes and better implementation of anxi­
erosion measures since land will have a specific economic value.
 

(6.) Efficient marketing of inputs and outputs is an important
 
factor in encouraging farmers to increase crop production.
 
Except for vegetables and fruits, adequate physical
 
infrastructure exists for marketing of grains and inputs, and to
 
a large extent-this function falls within the responsibility of
 
Coop Lesotho. Although the turnover of Coop Lesotho has steadily
 
increased the marketing services to the farming community have
 
not shown much improvement; unwarranted wastages in funds, stocks
 
and human resources continue to render the agency one of the most
 
inefficient. Management inefficiencies, made worse by extensive
 
area coverage which lacks adequate supervision is one of the main
 
causes of Coop Lesotho's failures. The ambiguity regarding its
 
status does not promote its efficiency either. It is only a
 
cooperative by name while functionally it is a parastatal with
 
Government holding 98 percent of the shares. Notwithstanding
 
that a parastatal can become or be transformed into a
 
cooperative, nonetheless the status of any institution must be
 
made clear to its managers and clientele.
 

The success of any agricultural marketing organisation lies in
 
its ability to reduce unnecessary "marketing" costs to the
 
producer. A high turnover when supported by a deliberate policy
 
to reduce overhead costs can achieve this aim and this is where
 
skillful management comes into play. By manipulating this
 
factor, the margin between production costs and output prices can
 
either be widened or narrowed. Collective marketing of own
 
produce by farmers directly to the mills (similar to collective
 
marketing of wool and mohair by associations) would result in
 
overhead costs reductions.
 

Efficient marketing of fruits and vegetables is even more called
 
for due to perishability of these crops. It is strange that
 
nearly all the projects that provided considerable assistance in
 
vegetable production completely ignored the establishment of
 
appropriate infrastructural facilities for marketing of the
 
produce. No wonder so many of them have collapsed. The Ministry
 
of Agriculture has also failed to provide the necessary marketing
 

1-7
 



based on research and market
information at the right time 

development initiatives. The success of asparagus production is
 
a good example of overall efficiency in production and marketing.
 

(b.) Recommended Strategies to Implement Policy and
 
Structural Adjustments (To Commence Summer Cropping
 
Season 1987/88)
 

It is technically easy to achieve self-sufficiency in grains,
 
vegetables and fruits but self-sufficiency which is achieved at a
 
cost beyond the country's means and when it does not actively
 
involve target groups, becomes a questionable development
 
process. Consistent with the new Government's policy of having
 
Village and District Development Councils as the spearhead of
 
rural development, identifiable target groups which have a
 
potential for technology transfer, self-sustenance and equitable
 
income distribution must receive priority attention. Working
 
through such groups will enable a viable foundation of
 
cooperative development which is inescapable in Lesotho
 
considering the small size of landholdings (2 hectares per
 
household) and apparent lack of verile, active agricultural
 
labour force.
 

(1.) Land Use
 

Arable land as a national asset intended to benefit the allottee
 
and the nation as a whole must be utilized productively and
 
judiciously and the following measures must be enforced in order
 
to highlight this requirement:
 

No suitable land should lie fallow other than as an approved
 
conservation practice (action by Village Development Council
 
in consultation with Ministry of Agriculture).
 

Land is considered to be farmed productively if minimum
 
target yields per acre of 10 bags and 8 bags of maize and
 
wheat, respectively, and 4 bags and 6 bags of beans and
 
peas, respectively, are harvested. This implies proper land
 
preparation, appropriate inputs application and the
 
necessary post-planting operations. (Monitoring of these
 
activities by Village Development Councils and the Ministry
 
of Agriculture).
 

As records from TOU and private contractors have proven that
 
these minimum targets are easily achievable, landholders
 
whose production falls below these targets should lease or
 
sharecrop their land to contracting partners possessing the
 
necessary means of production. Such arrangements should be
 
on clearly agreed terms - e.g. duration of lease,
 
compensation, etc. - and should be supervised by the Village
 
Development Councils and the Ministry of Agriculture.
 

A contracting partner may be private animal or tractor
 
owner, or selected active Village Development Councils with
 



whom TOU machinery and

good management resources to 


complementary equipment should be handed over.
 

(2.) Cooperative Dryland Farming
 

land resources but possession of some
 The contractor's lack of 

financial resources­positive attributes - managerial skills and 

to
make him an ideal complementary partner the landholder.
 

he could make an important
is motivated
Because he profit 

farming into market
 

contribution in transforming subsistence 

Even though his operations are
 

oriented commercial farming. 

extensive he does not possess land use rights to the same extent
 

both of them have to
 
as individual landholders and therefore 


mutually dependable association which must be taken
 establish a 

viable cooperative farming that will
 advantage of in promoting 


This arrangement has a good

have distributable benefits. 

potential in increasing production without direct Government
 

expenditures other than technical support.
 

already existing practice where contractors operate
The 

cooperation with landholders should be
blocks of land in 


a priority activity deserving
endorsed and encouraged as 

development more than TOU.
 

Proper planning should establish realistic blocks that are
 
means.
consistent with the contractor's production 


targets initially
concerned with
Government should be more 

rather than with systems of cooperation between the parties
 

which may include share cropping, land leasing or direct
 

hire services.
 

principles of cooperatives
- Appropriate training courses on 
be organised for groups of contractors and
should 


also for the mixed groups. These training
landholders, and 

courses will constitute an important aspect of promoting and
 

facilitating productive and cooperative farming.
 

- TOU must be gradually decentralized by allocating tractors 

with ancillary equipment to few selected Village Development 
with District DevelopmentCouncils after consultation 

be sufficiently high
Committees. The operator must of a 


calibre comparable to that of a contractor. Option should
 
purchase or seasonally
be given to contractors to either 


rent TOU equipment.
 

- As contract farming is encouraged and gets established TOU 

will phase out as a government service; some machinery 

should, however, be allocated to suitable mountain areas on 

a purely hire basis since mountains have always been 

excluded from this type of assistance. 

- Targets for contract farming are same as in (I.) above. An 

additional target for completion of operations could be of 
linked with some incentive great motivational value if it is 
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operations by a certain date
 
- e.g. completion of planting 


could be rewarded by seasonal loan 
interest reduction.
 

(3.) Irrigated Farming
 

is management, capital and labour intensive 
as
 

Irrigated farming have floundered on
 
compared to dryland farming. Most schemes 


as donor support was withdrawn and
 as soon
management factors of these
completely spelled the death 

poor marketing systems 

schemes.
 

to those for cooperative dryland farming
 - Strategies similar the fact that no
been for
would be recommended had it not 

local irrigation entrepreneurs have yet


identifiable 
 caretaker of
must therefore be a
Government 

irrigation development for some time to 

come.
 

far in excess of
 

surfaced. 


recurrent expenditures
- In order to avoid Skilled
be emphasized.
returns, productiyity must 


management, competent technicians, motivated operators and
 
success
determine the degree of 


diligent labour force will 

in irrigated farming.
 

- Landholders must be divided into three groups: those with
 

potential to be managers/operators, those capable of
 

those contributing only land.
 providing labour only, and 

apply differently to
 

Training and basis of cooperation will 

The purpose will be to develop a dependable,
these groups. 


can run a profitable

self-sustaining management which 


venture.
 

capital outlay costs of the schemes should be borne
All the
-
be responsible forlandholders should
by Government/donor, 


costs including depreciation, the costs of
 
recurrent 


and technical management should be
 
administrative 
 to the
from Government/donor
progressively transferred 


As irrigation is a costly
landholders on a programmed plan. 


undertaking, the objective must be to initially 
establish an
 

efficient and effective Division of Irrigation, 
a great part
 

would eventually be self-sustaining as a 
result of
 

of-which 

increased production.
 

- Adequate technical aspsistance must be provided for the 
a and long term
 

larger schemes by undertaking medium 


training programme and use of expatriate personnel in the
 

interim.
 

scheme and the status of
for each 
- Targets must be set 
must be reviewed periodically. Self­

achievements 
 be achieved more
 
sufficiency in vegetables and fruits can 


rapidly if management and marketing are put 
in place.
 

areas must be declared development areas in
 
- All irrigable 

which the decisions of Government in consultation with
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Village and District Development Councils must override the
 
preferences of individual landholders regarding
 
implementation of above measures.
 

(4.) Incentives and Subsidies
 

Incentives in the form of subsidies on inputs assume that the
 
beneficiaries are sufficiently market and commercially oriented
 
to fully utilize the offered assistance and to appreciate the
 
uncertain benefits at a later date after harvesting. On the
 
other hand, a guaranteed price increase in excess of a realistic
 
minimum production can motivate the farmer to increase his
 
production substantially and to carry out efficient operations

throughout the farming cycle. In this way, targets, :ubsidies
 
and incentives would be meaningful both to the policy-maker and
 
to the farmer.
 

Incentives on output price would greatly influence cropping
 
patterns more readily than extension messages - e.g. a
 
guaranteed substantial price increase on wheat in the
 
mountains rather than maize production in the mountain
 
areas.
 

- A guaranteed price increase related to minimum production 
targets would ensure that efficient farming is encouraged-
The less efficient farmer would not enjoy the benefits of
 
these price incentives and therefore his option is to
 
surrender, with compensation, his land use rights to those
 
who can farm efficiently.
 

- It is recommended that price incentives related to grain
yield targets proposed in (b. 1.) above should be selective 
depending on the crops whose increased production is being 
promoted. The price increases for production exceeding
minimum targets should be substantial in order to be 
attractive enough - e.g. 25 percent increase for maize and
 
wheat yields in excess of 10 and 8 bags per acre,
 
respectively.
 

- An incentive differential could also be considered for 
contractors and individual producers/associations, less in
 
case of contractors since economies of scale will always
 
result in adequate profit - e.g. 10 percent price increase
 
for maize instead of 25 percent.
 

- Incentives for efficient and timely operations would enhance 
effectiveness of contractors - e.g. completion of land 
preparation and planting before a set target date should 
warrant a 25 percent reduction on Agricultural Bank loan 
interest. 

- The above price incentives (except one on operations) should 
be provided and administered by Flour and Maize Mills on the 
basis of records approved by the Village and District 
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Development Councils in consultation with the Ministry of
 

Agriculture.
 

(5.) Marketing
 

- The status of Coop Lesotho must be clearly defined and the 
a parastatal instead of an apex
institution accepted as 


Cooperative organisation. The latter will evolve as
 

cooperatives development is actively promoted.
 

end at the regional
Coop Lesotho input sale services must 

level, thereafter, the services must be privatised 

either by
 

sale or rental of stores to cooperatives 'or Chamber of
 

Funds generated from these transactions could be
Commerce. 

used for cooperative development.
 

With less overheads and manageable staff numbers the
 
better services while the


organization could provide 

turnover on input sales would not be adversely affected.
 

Lesotho

Marketing of outputs will not remain a Coop 


monopoly. With the introduction of a new cereal price
 
be administered by the mills,
incentive system which will 


producers, in particular contractors, would be better off
 

selling their produce directly to the
transporting and 

This would be an advantage to contractors since they
mills. 


will be handling bulk produce.
 

Physical marketing facilities for perishable crops should 
be
 

in order to provide an outlet to the
created in 1987/88 

farmers' produce.
 

in the Ministry of Agriculture
A department of Marketing 

.norder to commence planning, market
should be established 


and market information
research and development, 

fruit farmers as a priority
dissemination to vegetable and 


activity.
 

(6.).Institutional Reorganisation
 

Over the past five years, the Ministry has ceased to be an
 

effective instrument for improving agriculture. Erratic and
 
of new posts and grades, staff
uncontrolled creation 

on personal favouritism, and imbalance
misplacements, promotions 


necessitate a thorough
between headquarters and field postings 

the Ministry as first exercise in the Structural
overhaul of a 


Adjustment Programme.
 

There must be a functional justification for every post in
 

e.g. Department of Crops; appropriateness
each department ­
of grades must be determined and essential posts retained
 

should be discarded resulting in
while non-essential ones 

staff retrenchment or redeployment at all levels.
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Indiscipline, incompetence and indifference to policy
 
directions indicated in preceding paragraphs should be
 

ruthlessly dealt with by prompt rehabilitative transfer,
 
demotion and dismissal.
 

In order to motivate staff, achievement of targets should be
 
used as a yardstick for granting of rewards such as
 
promotions.
 

Staff postings, particularly at professional and degree
 
level, should be field - rather than headquarters - oriented
 
in conformity with decentralization policy. The
 
strengthening and improvement of services must first be
 
directed to the field and secondarily to the headquarters.
 

Through the District Agricultural Offices crop extension
 
closer to the farmers; however, in
activlties should be 


order for extensionists to have credibility, they must have
 
something to extend in the form of technology (research),
 
the means of production (inputs), marketing of produce
 
(outputs) and viable production units (cooperators and
 
innovators).
 

Crop specialists cannot therefore become effective if they
 
work in isolation from above-mentioned disciplines with
 
which they must be coordinated at the Field level by the
 
District Agricultural Officer and by the Director of Field
 
Services from the headquarters level.
 

Dryland and irrigated farming will constitute the two major
 
sections of the Department of Crop Production and both will
 
be serviced by the Plant Protection Section.
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PMEX C
 

REPORT ANNEX 2
 

Policy Statement on the Crop Sector of Agriculture
 

by His Excellency Major-General J.M. Lekhanya on 29 
August 1987
 

When the Government of Lesotho declared that this year, 1987,
 

action, we committed ourselves to the

should be the year of 

important task of 	reviewing and appraising our policies to ensure
 

nation. We

their relevance to current problems that face our 


ourselves to progress and genuine development, we
committed 

forward and resolve some of the
committed ourselves to march 


problems that have been outstanding in more than twenty years of
 

this country's independence.
 

oldest problems is that of inadequate food
One of Lesotho's 

production. The 	previous administration repeatedly talked about
 

In this
this problem without-'coming up with effective solutions. 

action, it is urgent that we should chart 	new directions
 year of 


should be the collective
for increasing food production. This 

responsibility of the Government and the entire nation.
 

Africa is facing 	serious problems of food shortages and many of
 

the continent are constantly being assisted
 our countries on 

through appeals to the international community and charity.
 

While we are gratified by the. response and generosity of the
 

family we must never allow ourselves to be
international 

strenuously seek ways
perpetual objects of hand outs but we must 


of attaining self sufficiency in food production.
 

a
Lesotho is surrounded by a country that has remarkable
 
must seriously ask ourselves why
agricultural production. We 


vast difference between our agricultural output
there is such a 

and that of our 	 We be about our
neighbour. must concerned 

performance in agriculture, which has made us an island of hunger
 

and shortages in a sea of agricultural prosperity and plenty.
 

Last year, in an effort to address the problem of low crop
 

yields, I appealed to the farming community to ensure that no
 
The Government was encouraged by
land'should be left fallow. 


your positive response to that appeal despite the drought that
 

hit this country in December and January. You will be happy to
 

know that inspite of the adverse conditions that I have just
 

referred to, our overall production of maize, wheat and sorghum
 

exceeded that of the previou5 year by 8,000 (eight thousand)
 
are compelled
tons. We congratulate you for this effort, but we 


that we are still 	far below
to remind everybody in this nation 

tons of
 our national annual requirement which should be 313,000 


cereals.
 

We must remain aware and indeed concerned that crop production in
 

Lesotho is below our national requirements because that in simple
 

and painful language means we are not yet 	able to feed ourselves.
 
in the next five years
It is therefore a 	matter of urgency that 


accelerate the pace of reaching self sufficiency in crop
we must 
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production. It is for this reason that the Government has made
 
some policy decisons on crop production.
 

I would like the nation to note these policy decisions that now
 
come into effect:
 

(a.) All who are allocated arable land are required to make
 
optimum use of that land at all times. If you are unable to
 
do so you will be required to exercise two options, namely,
 
to lease your land to someone who can optimise its
 
utilisation for increased production or to resort to
 
sharecropping. These arrangements will be formalised in
 
order to protect the interests and rights of all parties

while at the same time making it possible to obtain
 
sustained increased production.
 

(b.) Chiefs, Village and District Development Councils will
 
be charged with the responsibility of ensuring that land is
 
fully used; that targets are achieved; and that contracting

parties work harmoniously. It is also their responsibility
 
to ensure that no more agricultural land is used for
 
erection of houses or any other non agricultural purposes.
 

(c.) Minimum target production per acre for cereals will be
 
set and announced. Production below the set standards will
 
lead to the options of leasing or sharecropping I have
 
mentioned.
 

(d.) Production in excess of the set minimum target will
 
qualify for increased selling price of the surplus. This
 
increased selling price will be announced before October
 
this year.
 

(e.) The Technical Operations Unit T.O.U. (Mants'atlala)

will be decentalised and allocated work to include the
 
mountain areas, taking into account the location of private

tractors contractors so that no overlap occurs, however, the
 
seed and fertilizer subsidy that was given to those who
 
participated in T.O.U. will be eliminated. The subsidy only

benefitted a small section while the envisaged price

incentive payment I have mentioned will be for all farmers
 
who have exceeded set targets. T.O.U. operations will be on
 
cash hire basis and 'farmers will obtain credit facilities
 
from the Agricultural Development Bank either as individuals
 
or collectively. it is expected that, as tractor
 
contractors cover the whole arable area, the need for T.O.U.
 
services will elapse during the next five years.
 

(f.) Coop Lesotho will be restructured in a way that by the
 
Summer season of 1988 it will be able to deliver better
 
services to the farmers. Before the restructuring Coop

Lesotho will however continue to provide its usual services.
 

,g.) Farmers will be encouraged individually and
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on intensive fruit and vegetable
collectively to embark 

to reduce imports.
production under irrigation in order 


in the next
Water resources development will be undertaken 


five years to address this important issue and thus
 

encourage Basotho whose fields are near water resources such
 

as rivers and dams to engage in the production of fruits and
 

vegetables under irrigation.
 

The policy that I have just enunciated will be explained and
 

elaborated upon by the Ministry of Agriculture to ensure that it
 

is understood and implemented.
 

blessed with good rains throughout the
We have recently been 

I therefore appeal to all
country. We hope we shall have more. 


plough their land in preparation for the Summer
farmers to 

sector and other developmental
season. Farmers, the private 


in eradicating hunger in Lesotho
institutions need to cooperate 

and ensuring optimum and judicious utilisation of
by encouraging 


our land. No single individual can hope to solve our
 
at our villages, districts and
agricultural problems, but unity 


will crown our efforts with success. The
place of work 

Government expects the Ministry of Agriculture to be resourceful,
 

diligent, and dedicated in discharging the challenging task
 

entrusted to it. Their primary responsibility must be to serve
 

the farmers with efficiency and competence. It is for these
 
we appeal to the whole nation to pool resources,
reasons that 


skills, energies and labour in a cooperative spirit and to
 

transform our agriculture which provides livelihood to so many of
 

His Majesty's subjects.
 

May success crown your efforts, and may we look forward to a
 

prosperous 1987/88 and succeeding years.
 

KHOTSO PULA NALA
 

(PEACE, RAIN AND PLENTY)
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ANNEX D
 

REPORT ANNEX 3
 

Government of Lesotho Statement on
 

Livestock Policy Issues of 22 September 1987
 

GOVERNMENT DECISIONS ON LIVESTOCK POLICY ISSUES
 

22 September 1987
 

Livestock Policy Isiues
 

(a.) Adoption of Livestock Policy Issues Paper as a working
 
document to initiate follow-up actions on the
 
recommendations contained therein.
 

(b.) That work on obtaining the necessary information and data on
 
proposed cattlepost readjustment be commenced in 1987.
 

(c.) That consultations be held with chiefs and farmers 
regarding: 

(1.) Introduction in October 1988 of an equitable grazing 
fee structure that will have positive impact on range 
restoration and improvement. 

(2.) Discontinuation from October 1988 of seasonal migration 
of stock from the lowlands and foot hills to the 
mountain grazing. 

(d.) That the findings emanating from (c.) be submitted to 
Government for approval not later than March 1988. 

(e.) That the recommendations on marketing and disease control be 
implemented in 1987. 
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PART 2: LIVESTOCK PRODUCTION
 

POLICY DIRECTIONS FOR MINISTRY OF AGRICULTURE, 
COOPERATIVES
 

AND MARKETING TO IMPLEMENT POLICY OBJECTIVES
 

(With special reference to Self-Reliance and 
Cooperatives
 

Development, Food Self-Sufficiency and Structural 
Adjustment
 

Programme)
 

1. BACKGROUND
 

by three
 sector in Lesotho is characterised
The livestock 

distinct production systems which have direct 

relevance to policy
 
livestock productivity. The
 

decisions aimed at increasing 

extensive range conditions
reared under
majority of animals are 
 goats and equines; in the
include cattle,
in the mountains and 


lowlands semi-extensive production patterns

foothills and the 


crop residues; semi-intensive and
 prevail utilizing grazing and 

with poultry,


intensive farming is -practised to a limited extent 


and production enterprises mainly in the
 
dairy, pig fish 

lowlands.
 

sector to satisfy the food
 
Potential exists for the livestock 
 export of'the
 
requirements of the population and to enable 


surplus products to the neighbouring countries by increasing
 
turn, would raise the farmers'
 livestock productivity which, in 


incomes.
 

reasons and these
primarily for economic
Livestock is raised 

economic factors dominate over social and cultural 

factors, which
 
why Basotho own
 are not unimportant also, in determining how and 


regard their livestock as
 and manage their livestock. Basotho 

capital assets livestock generate returns
capital assets and as 


other available investments. Surveys show that
 competitive with 
 goats is
capital investment on cattle, sheep and 

return to 


and that the current
10.0 percent
respectively 8.3, 7.2 and 

are characterised by low productivity and low
 production systems 
 so because
 

costs, high acceptability and practicality. This is 

which affects the largest


under the communal grazing system, 

accrue to the
 

livestock and grazing resources, the benefits 

in direct


individual in the immediately visible future and 


the number of livestock owned. Costs, in the form
 
proportion to 


erosion, rangeland deterioration, and reduced

of overgrazing, 


are longer term phenomena, much more

animal productivity, 

difficult to perceive and they are broadly spread across 

society.
 

some
of the grazing resource imparts

Although the communal use 

equity rights to members of the community the tragedy, however,
 

communal resource
is that none of the individuals sharing this 

social costs inflicted by their animals, so
 take account of the 


The sum
 
each individual stocks as many animals as he can afford. 


of these individual actions is overstocking by the group.
 

The system of labour migration which forces people to 
continually
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oscillate between Lesotho and South Africa permeates every aspect
 
life including the livestock sector. The influences
of Basotho 


on the available household resources of
include the strains 

point that most productive
labour and management to the 


income remitted from
activities are adversely affected; and the 

migrant earnings eases the demands to sell livestock and
 

livestock products to meet basic and emergency cash needs. Since
 

livestock are one of the most secure paying investments available
 
to Basotho migrant workers, it is a preferred form of investment
 
for saving their remittances until they can be drawn upon to
 

support the family after the man retires from the mines.
 

Population dynamics reveal the livestock herds (all range
 
species) to be under ecological stress. The age structure is tffo
 
old, the ratio of males to females is too high, offtake for
 

too low, and total numbers exceed carrying capacity
slaughter is 

of the range in its present condition. As a result, birthrates
 
are very low and mortality very high. Correcting these factors
 
could result in a livestock subsector that could sustain meat and
 
other product outputs at several multiples of present levels.
 

Much of the livestock industry is vital to the economy of the
 
country and considering its intimate interaction with rangeland
 
which is one of the few resources that Lesotho has in abundance
 
after water and human resources, inadequate assistance has been
 
given to the subsector as compared to crop development.
 

But, nonetheless, where support was provided some continuity and
 
sustainability has resulted. Programmes on breeding and disease
 
control, cooperatives and poultry and farmers associations in
 

of success
dairying, wool and mohair have shown certain measures 

and benefitted from development assistance but institutional
 
support in marketing and rangeland use has been comparatively
 
inadequate and ineffective.
 

The livestock sector can contribute significantly to the major
 
national development objectives of employment, income growth
 
income distribution, self-sufficiency and nutritional
 
improvement. However, the particular characteristics of the
 
livestock sector result in developmental roles which differ in
 
important aspects from those expected of the crops sector.
 

First, livestock, as productive assets, are not as widely
 
distributed as is land; at least half of the rural population
 
will not receive the direct benefits from livestock improvement.
 
Second, livestock production has potentially much stronger
 
forward and backward linkages to related enterprises than does
 
field crop production; rapid change in livestock productivity and
 
output could, therefore, stimulate much higher employment
 
generation. Third, livestock husbandry in Lesotho is
 
inextricably interwoven with management and use of range
 
resources; given that land tenure practices treat pasture and
 
arable land somewhat differently, the institutional setting for
 
chance differs between the two.
 

3-3 



farmers, through their representative
The livestock 

organisations, are keenly aware of the need for changes that must
 

to stimulate the productivity of their sector.
 occur in order 

The National Farmers Conference that was held in March 1987 made
 

improvement in
recommendations on rangeland use practices, 

technical delivery systems - production and marketing, and their
 
direct involvement in development. Thus, there exists a
 

favourable climate for introduction of policy and structural
 
changes which can positively affect the livestock sector.
 

2. BASIS OF NEED FOR POLICY AND STRUCTURAL ADJUSTMENTS
 

2.1 Extensive and Semi-Extensive Farming
 

movement of animals from mountain
The traditional seasonal 

grazing to village areas where crop residues and limited grown
 

utilized fuses the extensive range and semi-extensive
fodder are 

livestock farming systems into a socio-economic production
 
continuum in which livestock numbers and products, land and
 

grazing resources, livestock farm households, collective
 
production groups, and institutional support services are
 

important elements.
 

There has been a significant average increase in the numbers of
 
sheep and goats of 5.8 and 4.8 percent over the past five years
 
1980/81 to 1984/85 while cattle numbers decreased by an average
 
of 2.8 percent. What is more significant is that the increase in
 
one year from 1985 to 1986 has been dramatic for the three
 
classes of livestock, reaching 639,575 cattle, 1,669,670 sheep
 
and 1,239,495 goats. This represents a one year increase of 18,
 
15 and 17 percent for cattle, sheep and goats, respectively. The
 
inter-annual increases or reductions seem to flucuate with
 
drought occurances particularly with regard to small stock and
 
are not a result of improved reproductive performance (number of
 
surviving offspring to females) which has remained low at an
 
average of 17 percent for cattle and 40 percent for sheep and
 
goats. The offtake (death and slaughter) for national herds and
 
flocks is the same at 14 percent for the three classes of
 
livestock with the offtake accounted for by sales being very low
 
(2 percent).
 

low levels
The nutritional stress due to inadequate grazing and 

of supplemental feeding results in low production of animal
 
products, low reproduction and high mortality. While there may
 
be some statistical inconsistency with cattle data in 1986, it is
 
apparent that low reproduction rates and deaths have resulted in
 
a decline in the total cattle population since 1980/81.
 

have been high
Reproductive rates for sheep and goats, while low 

enough to generate net flock increases over the same five-year
 
period. On the other hand, wool and mohair production has
 
remained quantitatively (3,400 tons of wool and 800 tons of
 
mohair) and qualitatively constant which further emphasizes the
 
negative impact of nutritional stress. The prices of these
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products and income earned have however 
increased over the five
 year period, for example, M 11 million in 1984/85 
as compared to
M 13 million in 1985/86, a pattern which may have contributed to
flock increases by encouraging the farmers to retain their stock
 
so as to continually harvest the wool and mohair.
 

The above trends which have policy 
and structural implications

suggest that cattle are 
more suspectible to nutritional stress

than small stock; price incentives on livestock and their
products, while stimulating sales and output per animal might

encourage overstocking on 
the other hand unless price and
economic incentives 
 are carefully balanced; the advocated

stocking rates and carrying capacities must be viewed with
caution as many estimates of overstocking - e.g. currently by

over 400 percent - are manifestly absurd because, if true, the

livestock population in Lesotho would have been dead of
starvation long 
 ago rather than growing in numbers as was the
 
case in the past 
five years. It is, however, indisputable that

the large numbers of animals 
 in the three zones of lowlands,
foothills and 
mountains cannot be supported productively by
available grazing and resources in
feed which turn severely
limits the livestock potential 
while deterioration of the range

and soil erosion continue unabated.
 

Unless measures to limited 
stock numbers are instituted the
effectiveness of livestock development programmes becomes
questionable and the objective 
of improving farmers' incomes is

distanced from realization.
 

Lesotho's rangeland is characterised by three main types of
vegetation. "Seboku" grassland 
 (Themeda triandra) is the most

palatable grassland species at
and one time was the dominant
species in Lesotho below 9,000 feet on north-facing mountain

slopes and below 7,000 feet on south-facing mountain slopes. The
species is now only found on 470,000 hectares (19.5 percent of
grassland) after encroachment 
in the mountains by .Sehalahala"
 
(Chrysocoma and Artermisia) occupying 363,000 hectares (15.1
percent) and by "Letsiri" (Festuca caprina) which is extensive on

346,000 hectares (14.4 percent). In the lowlands and foothills,

"Seboku" has been replaced by "Ts'aane" (an eragrostis
association of grasses) on 
136,000 hectares (1.5 percent). These

invasive grasses 
 are less palatable and less productive and can

be overtaken by "Seboku" if sufficient resting of grazing
pastures is effected. The remaining 55 percent of range consists

of "Mohlomo" (Hyparrhenia) and fallow land 
mixture of weeds an,.
grasses representating 
28 percent, mixed shrubs in the foothills

and mountain valleys, shallow rocklands and residential areas are

found in 27 :.ercent of the rangeland.
 

Continual stocking of the rangeland beyond its carrying capacity
has resulted in an encroachment of unpalatable forage species and
 
a degradation of the soil 
 base through desertification, soil
erosion or rock exposure. This degradation of the range reduces

fcrage production and thus production of animal products.
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However, a reduction in the current stocking rate to a rate less
 
than the carrying capacity is expected to result in regeneration
 
of the range as more palatable forage species increase and
 
desertification is halted or reversed.
 

The current stocking rates in Lesotho average about 2 hectares
 
per animal unit (= 1 large or 5 small livestock units) and this
 
carrying capacity can only be expected under well managed grazing
 
conditions and high annual rainfall. There are a total of
 
approximately 1.2 million animal units on a total land base of 3
 
million hectares for an average density of 2.5 animal units for
 
every hectare. However, there are only about 2.1 million
 
hectares of rangeland, indicating a density of 1.0 animal units
 
per 1.75 hectares of rangeland. Since many animals are grazed on
 
crop residue left on cultivated land, an average of 1 animal unit
 
per 2, instead of 1.75, hectares is a realistic estimate. It is
 
estimated that for much of Lesotho a stocking rate of
 
approximately one animal unit per 10 to 16 hectares would result
 
in maximum production per animal unit under current management
 
and allow significant range improvement under well-managed
 
grazing. This stocking rate would equate to 150,000 to 250,000
 
animal units as compared to 1.2 million units on available
 
grazing of about 2.4 million hectares. Thus, the grazing area is
 
over 5 times overstocked.
 

Because of their small numbers, horses (100,000 head) and donkeys
 
(80,000 head) do not play any important role in the
 
livestock/pasture complex. They are kept mainly for transport
 
purposes which presently outweigh economic benefits and horses
 
receive more supplementary feeding than other range animals and
 
hence their restriction from range is not likely to cause much of
 
a problem.
 

The 33 percent of total rural households (277,586 units) live in
 
the mountains and own 45 percent of cattle, sheep and goats and
 
all these animals have to subsist on mountain grazing and feed
 
resources whereas the lowlands and foothills animals have access
 
to their relative zones and additionally to the mountains.
 
Because of their accessibility, the lowlands and foothills have
 
had a greater advantage of more development assistance in both
 
crop and livestock production than the mountain regions, despite
 
the comparability in fields and livestock ownership. 129,707
 
rural households (47 percent of the total) own fields and
 
livestock, with 43 percent in the lowlands and foothills and 57
 
percent in the mountains. The lowest number of households (8
 
percent for each zone) have no livestock and no fields. By
 
virtue of their range resource capacity, the mountain households
 
make a greater contribution to the national economy and to the
 
incomes of the households in the other zones and yet they are
 
disadvantaged in terms of development assistance and their
 
livestock's accessibility to crop residues in the foothills and
 
lowlands.
 

Whereas communal grazing of the range in the mountains by
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animals from all three 
zones was an equitable system when the
human population 
was very low in the mountains, it is now
apparent that, with increased habitation in these areas, seasonal
migration of is
animals becoming an important factor in
overstocking of the mountain range. Despite the fact that
seasonal migrating of stock is enforced, 
the 1985 Livestock

Holder Survey and previous estimates brings the effectiveness of
the system into question. Seventy-eight percent of cattle, 39
percent of sheep, 33 percent of goats, 43 percent of horses, and
29 percent of donkeys 
 owned by surveyed households were kept in
the village grazing areas through the year. Over 80 percent of
lowlands livestock owners keep their animals 
 in the village

grazing areas throughout the year.
 

There are valid reasons which compel livestock owning households
 to keep their animals in the village areas, rather than send them
to mountain grazing areas. 
 The concern about stock theft, the
lack of 
 herd boys, and the utilitarian functions 
 of stock for
cultivation, milk and meat 
to satisfy family needs are some of
the major deterants which discourage farmers from sending their
animals to the cattle 
posts. The trend 
 is understandable when
considering the fact that 
 in the lowlands and foothills small
herds (1 to 5 cattle) and small flocks (1 to 
 20 sheep or goats)

predominate over larger sizes in the mountains.
 

When grazing pressure has reached its present 
 levels of

degradation, the lowland 
 and foothill/mountain transhumant
Pratle= complicates 
 any measures aimed at controlling stock
numbers and improving the productivity of the pastures.
Moreover, it does not 
seem to be preferred by the majority of

households in the lowlands and foothills.
 

The examination of distribution of land and livestock 
 show that
livestock is much less equitably distributed than land,
approximately half of the 
 rural households own no stock. Even
 among 
 livestock owning households, actual numbers 
 are
concentrated into relatively few hands, six 
percent of livestock
owning households own 30 percent of total stock. 
 The situation

is particularly noticeaLie in sheep and goats where 10 percent of
total -farm households with the largest flocks hold 85 and 78
percent of the national sheep and goats flocks, respectively.
 

Becatse of the economic and social 
values associated with
livestoc:, a socio-economic disparity is created between the
minority of livestock owners and the majority of 
 households with
few or no livestock. This complicates planning for range

manacement because it forces the question 
of which group should
be the primary focus of range management. Certainly the large
livestock holder has 
 a larger impact on the resource as an
indiviudal, however, in composite 
 the smaller livestock holders

also have a considerable impact on the resource.
 

Because there 
are more individual interests 
 involved cooperation
within this group is more difficult. It may be easier then to
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collectivise the interest of large holders or "entrepreneurs" but
experiences in Mphaki and Thaba Tseka have demonstrated that this
is an inappropriate strategy to achieve expected results.
 

The group of small livestock holders cannot be ignored. When
their interests are at 
 stake, as for example when a range area
has been removed from use 
 for an exclusive organisation of
"entrepreneurs", they 
 have a significant amount of social
influence when they trespass in the area. 
 Enforcement is
difficult where there is a risk 
involved for anyone who has
rightful access to the area 
in taking to
someone the village
headman for trespassing, because the majority in the village will
be small livestock holders themselves and in favour of the
trespasser. Rather 
than face disfavour from his fellow
villagers, the "entrepreneur" or member of the 
exclusive
organisation might 
not enforce his exclusive rights to use the
 
area and thus the organisation breaks down.
 

On the other hand, if the output of livestock and livestock
products could be increased, it is these larger units that will
be able 
 to contribute significantly to employment in secondary
industry. But there is also a problem that the bulk of the range
resources is utilized by 
large flock owners and therefore they
must similarly pay the corresponding costs for the advantage they

enjoy.
 

The crour husbandry of livestock 
 and/or production cf fodders
offers a culturally compatible solution to the growth versus
equity question. 
 As with crops, community resources can be
pooled and management collectively by livestock owners. This
permits applying improved management to a greater number of
production units and the'capturing of certain economies of scale.
 

Strenuous attempts have been made over 
the past twenty years to
form associations for improved of
marketing livestock

livestock products and to rationalise better 

and
 
management of
grazing. The 
 exclusivity of these associations to a few
progressive livestock owners has 
 either resulted in stagnation
(Wool and Mohair Associations) 
 or in collapse (Grazing
Associations). 
 This negative development derives from a
fundamental problem 
that occurs when the ownership of land and
livestock is separated - i.e. grazing land is owned by many, but
the animals using the land are owned by individuals. Under these
circumstances, two consequences emerge:
 

First, adding the
together component partial utilities, the
rational herdsman concludes that the only sensible course 
for him
to pursue is to add another animal to 
 his herd, and another ad
infinitum. 
 But this is the conclusion reached by each and every
rational herdsman sharing the common grazing 
resource. The
tragedy is that each man 
is locked into a system that compels him
to increase his herd or 
flock without limit in a world that is
limited. Ruin 
 is the destination toward which all livestock
owTers rush, each pursuing his own best interest in a society
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that believes in the freedom of the usage of common property.

Such a freedom paradoxically brings ruin to all.
 

Second, if attempts are made to control or restrict the freedom
 
of individuals in using the common resource, particularly when
 
discrimination is exercised between members and non-members of
 
the association, the familiar counter reaction is trespassing.

The specific and primary objective of Wool and Mohair growers

associations is to reduce marketing costs by collective marketing

of the products belonging to the livestock improvers as one group

and non-improvers as another group. In Thaba Tseka, where
 
grazing improvement was another objective of the association,
 
conflict between the identified groups led to trespassing on the
 
range and appeared to be a contributing factor in the downfall of
 
the association.
 

Marketing of high quality wool and mohair requires that members
 
have improved animals but a major advantage of an association is
 
lost by not using a mechanism which improves breeding on a wider
 
basis.
 

Because the land used by the association at Mphaki was
 
historically used by the area Chief and his allies, one would
 
expect that the common claim to the land by others would be
 
dissuaded. However, past rights of use may be less important in
 
the trespass problem than the fact that an already existing

socio-economic differentiation among people in the area was being
 
highlighted by the association's exclusivity of Brown Swiss
 
Breeders. At Ongeluk's Nek, even members of the association
 
trespassed with small stock because of the requirement of
 
allowing only cattle to graze when they did not have access to
 
other cattleposts. The Sehlabathebe Grazing Association is faced
 
with a trespassing problem of a different nature, from the other
 
associations. Trespassing is not done by members or non­
improvers but by livestock owners who traditionally grazed the
 
area but who have been excluded because they reside outside the
 
allocation.
 

The characteristics of the Sehlabathebe Association differ
 
markedly from those of the other associations and make the
 
prospects of success brighter than those of the others. However,
 
there are characteristics unique to the Sehlabathebe area that
 
may preclude the replicatio, of this concept in other mountainous
 
areas. First, the land allocation is much larger than those of
 
other associations (30,720 hectares). It includes summer and
 
winter rangelands and village grazing. There is enough variation
 
in topography to provide year round forage for animals. Second,
 
membership is restricted only by residence, meaning that anyone

residing within the land association can be a member of the
 
association. It is not based on the characteristics of livestock
 
type ownership and, consequently, owners are allowed to manage

their herds and flocks together, much the same as they were doing

in the past but with the elements of improvement introduced
 
through better breeding, disease control, fodder prodacticn, and
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Thus the conflict between separation of land use as a
marketing. 

is being minimized.
communal resource and individual ownership 


Third, the association has a multipurpose function of both range
 

and livestock improvement and conservation. Fourth, the success
 
depend on its ability to
of the association will ultimately 


control trespass by those that traditionally grazed the area and
 
This that similar
reside outside the allocation. suggests 


development should be offered to those denied this right.
 

If social organizations of range users are incorporated in the
 
affecting livestock and rangeland, they can
improvement measures 


become useful mechanisms for achieving cooperative range and
 

livestock management units but the various separations that exist
 

within the present system must be eliminated. With geographical
 
(spatial) separation of villages and grazing areas, separation of
 

- i.e. different households use
interests within villages 

different grazing areas - and socio-economic separation, there 

exists a barrier to communication that must be overcome if 

improved range . management and livestock production is to be 

achieved through cooperative organisational efforts.
 

Institutional Support Services play a crucial role in
 
facilitating livestock improvement through range development and
 

in acting as incentives. The enhancement of these roles requires
 
that the traditional institutions and technical agencies interact
 
as much as possible to eliminate communication barziers set up by
 

and to establish an eftective base for
geographic separation 

collectivising the interests of livestock owners. The
 

institutions, social and formal, include chieftainship,
 
"maboella', cattleposts, herd boys and the Minstry of
 
Agriculture.
 

The social institution of "Maboella' was in existence in Lesotho
 
by 1850. It is a complicated system of pasture rotation which
 
included seasonal migration of stock to mountain pastures and
 
yearly burning of vegetative cove-. In the lowlands and
 

was sole authority in controlling
foothills, a local chief the 

grazing. The system was originally designed to protect crops in
 
summer and to optimise the use of available range resources but
 
after 1939 it was undertaken to relieve some heavily degraded
 
areas from grazing on other areas. A grazing permit system was
 
introduced in 1973, modified by Range Management and Grazing
 
Control Regulations in 1980, which were amended in 1986 by
 
introducing stiffer penalties for pasture encroachment. A glance
 
at the aggregate data establishes that the Grazing Control
 
Regulations, which could potentially restrict animal units to
 

range carrying capacity, have failed. The impact of increased
 
fines is yet to be assessed, but the indications are that the
 

measures might not be very effective unless some major structural
 
changes in the grazing system are made effective.
 

There is a long list of problems with the 4mplementation of the
 
regulations - e.g. lack of authority, weak administrative
 
structure, and the reluctance of the chiefs to enforce tough
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regulations on their people. One of the major problems is'a
 
jurisdictional one associated with a livestock system where stock
 
owners from one village have cattleposts scattered across a
 
summer grazing area.
 

The chieftainship is an important administrative institution. It
 
is especially important on matters of land allocation and
 
grazing. Summer grazing falls under the authority of the
 
Principal Chief while winter grazing is under the jurisdiction of
 
the Ward Chiefs and village headmen. It is clear that the
 
regulatory authority of the chieftainship in the case of grazing
 
has deteriorated with increase pressure on resources and economic
 
change. With increase wage employment and consumerism, people
 
have become more independent and less dependent on the chiefs and
 
headmen for support.
 

Another level of social organization which is tied to patterns of
 
settlement and kinship is the village. Consequently, villages
 
form fairly discrete social units. In the past, through the
 
headman, the village regulated the use of village rangeland and
 
cropland. The breakdown of authority is most relevant at the
 
village level where there is little respect for some of the
 
headmen. However, the recent establishment of Village
 
Development Councils and the support they are given could
 
certainly restore the lost confidence and authority.
 

The vill age can form an organisational base for cooperative
 
managemen on village rangeland both in the lowlands and
 
foothills and in the mountains; but village rangeland cannot be
 
viewed in isolation. It is part of a larger transhumant range
 
system where most animals are moved to higher elevations away
 
from the village rangelands during the summer. There is an
 
interdependency between the two range types that provides year
 
round forage for livestock. Therefore, changes in use and
 
management on one type would certainly influence use on the other
 
type. But the cattlepost rangelands are located away from
 
villages and their control lies not with a single village or
 
group of villages under a single headman but with another social
 
organisation made up of cattlepost owners and users from
 
different villages.
 

The institution determining the present pattern of range use is
 
the cattlepost. It is a necessary requirement for using summer
 
rangeland. Rights of use associated with cattlepost access and
 
ownership are well understood by range users. Though grazing
 
lands are common, cattlepost allocation and construction, and
 
associated rights of use has resulted in a de facto allocation of
 
grazing rights whenever a cattlepost is located. This occurs
 
because the distance animals can travel from the cattlepost while
 
grazing during the day is limited by having to return to the same
 
cattlepost each evening. These circumstances have led to the
 
very permanent use areas. Not only do cattlepost users come from
 
different villaces, these villages are also separated fairly
 
widely geographically thus making it difficult in a cooperative
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or collective sense to link the management of village and the 
highland grazing resources. 

Two or more households may share the use of the same cattlepost 
and herdboys. The closeness of these working relationships make
 
them identifiable and resilient, but they are too small to be
 
associated with any manageable unit of land. Their interests are
 
as different as can be in a heterogeneous group of small units
 
and individuals.
 

Thus, Zhe cattlepost organisation, though potentially a useful
 
range management tool, does not collectivise the interests of a
 
large enough group of individuals to influence grazing practices.
 
This would be the case if cattlepost owners came from the same
 
village. The limits of a group of cattleposts correspond very
 
closely to watershed boundaries. This means that there is little
 
movement of animals between watersheds. Once animals reach the
 
cattlepost, they remain in the vicinity until they return to the
 
village rangeland. This in fact creates a very definable grazing
 
unit that is unique to a group of individuals.
 

Apart from range and livestock, another Lmportant component of
 
cattlepost organisation is the herdboy. The herdboy is in a
 
somewhat forced situation, influenced by the transition from
 
subsistence livestock production to progressive styles of
 
management, in an environment of declining grazing resource
 
availability. The result is manifested in various attributes of
 
herdboy character, with some evidence that cultural values
 
traditionally associated with herding and liiestock are being
 
challenged by external influences - like education and wage
 
employment. Livestock are seen as being important economically
 
and socially and there is resistance to the idea of practising
 
rotational grazing between two summer grazing areas because of
 
the well understood grazing area boundaries and associated rights
 
of use.
 

The herdboy could play a functionary role in a programme to
 
institute improved range and livestock management. This stems
 
from the fact that herdboys have a substantial store of
 
environmental knowledge, and because they are involved with
 
livestock on a day-to-day basis. If they are provided with more
 
education, they would have the ability to properly stock a range
 
area and participate in livestock disease control and breeding
 
programmes.
 

Positive education impact in the short term would enable training
 
herders as wool/mohair classers and in disease control practices
 
but would be limited by the separation that occurs in the
 
existing management system. Though herdboys do manage the
 
animals on a day-to-day basis, they do not have the ultimate
 
contrc~l of the livestock. This control rests with the owners who
 
reside in the village. Their cooperation in destocking,
 
rotational grazing, disease control, and shearing first depends
 
on the approval to participate from the owners. But there is
 

3-12
 



little opportunity for the herdboy to give animals better grazing
 
on the overgrazed communal range.
 

In the long term, the educated herdboys would eventually become
 
livestock owners that have the knowledge to recognise

overstocking, overgrazing, and unproductive animals. Changes

such as decreasing the grazing pressure would still be impossible

unless their interests were consolidated, which would not happen

if the pattern of range use continues to depend on the location
 
of the family cattlepost which has no significant relationship to
 
the owner's village of residence.
 

The primary herdboy function should not be overlooked when
 
planning communal 
 rangeland or associations development.

Consolidation of herds and flocks under one or two herders may

not be desirable at the present time because of possible

livestock owners skepticism about putting their animals in a herd
 
under the attention of one or two herders whom he 
may not know.
 
He might very well question the security of his animals knowing

that they would receive closer attention by a herdboy (possibly

his son) that he employed directly. It might be argued that
 
consolidating herds and flocks would allow 
those with households
 
that cannot afford herdboys to take animals to a sununer grazing
 
area. However, institutions that enabled households 
to use
 
summer grazing a.-eas exist in the form of herdboy and cattlepost

sharing arrangeme.,ts for limited number of households.
 

Reducing the number of individuals involved ii,livestock herding

necessarily increases the number of youg that
men are
 
unemployed. Though some of the herdboys would rather be
 
attending school, herding is a desirable occupation for those
 
that have a future in livestock.
 

The Ministry of Agriculture provides, through the Department of
 
Livestock and Veterinary Services, technical institutional
 
support services in range management, livestock management,

disease control, and marketing.
 

The preoccupation of the range officers of the Ministry has been
 
to supervise grazing in both village and cattlepost grazing
 
areas. The supervisory roles include determining the carrying

capacity of the range each year, examining all the livestock to
 
ensure that the permit system and rotational grazing is being

implemented, marketing undesirable animals until the stocking

rate equal the carrying capacity, and instructing owners of
 
undesirable stock to dispose of them within the following year.
 

As indicated in the preceeding discussion, these measures have
 
not succeeded in reducing stock numbers. If anything, animal
 
populations have increased in 1986. A group of stock owners
 
sharing a communal range could be made better off if any or all
 
of them would reduce their herds. This provides a temptation for
 
technicians to exhort stockowners to be "responsible" and help

desto:k the range by individually and voluntarily reducing their
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castration within breeds. The focus of small stock has been
 
almost entirely on improving the quantity of the wool and mohair
 
and elimination of coloured fibre. Purebred Merino sheep and
 
Angora goats have been used for this purpose. In cattle, Brown
 
Swiss was preferred for its multi-purpose characteristics, large
 
size, draught power, high milk production, and hardiness. The
 
Drakensburger and Afrikaaner breeds have been introduced at
 
Mphaki and Sehlabathebe for their meat production and hardiness
 
and are popular with the stockowners.
 

Given the variety of environmental, ecological and economic
 
conditions facing Lesotho, it appears that no single cattle breed
 
is appropriate for all of Lesotho. The same is true for small
 
stock.
 

Breed improvement creates socio-economic differentiation because
 
it involves farmers that have animals of improved breeding and
 
those that do not. These two groups are in conflict because of
 
the potential for mixing and indiscriminate mating of animals.
 
However, the necessity of aiming to be self-reliant, particularly
 
in small stock' breeding, should be paramount while the above
 
conflict can be resolved by removing the separation that exists
 
between villages and range use rights. Residents of a village
 
might pool their resources together and buy stud animals of
 
improved breeds which would graze in the mountain range that they
 
controlled as a village. Specialized breeders who would
 
undertake breeding of superior stud animals could also be easily
 
accomozate. in such a new set-up.
 

Any benefits derived from improved breeding are nullified by poor
 
nutrition which reduces the quantity and quality of wool, mohair
 
and meat. Statistics indicate that current reproductive rates
 
are so low that animal attrition through death and slaughter of
 
females two years and older exceeds the number of female
 
offspring born annually. These circumstances leave no room for
 
selection among females as almost all of them are currently kept
 
to maintain the breeding herds and flocks.
 

The loss of condition of animals in winter due to inadequate feed
 
resources results in permanent stunting of animals as weight
 
gains obtained in summer only only go to compensate for winter
 
losses. This problem is compounded by prolonged transhumant trek
 
between the lowlands/foothills and the mountains. The
 
inefficient utilization of crop residues leads to wastage and
 
deprives the animals of a potential source of supplementary feed.
 
Attempts that have been made to promote fodder production have
 
been directed to small stock at critical periods of breeding and
 
lambing/kidding while feeding of range cattle is nil. Fodder
 
programmes need to be intensified.
 

Strenuous efforts to tackle the nutritional stress of animals
 
would enhance the effectiveness of disease control programmes.
 
The absence of serious livestock diseases places the sector in a
 
favourable position for improvement but the Veterinary Division
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herds. This reasoning is over-simplified and penalizes
 
stockowners who succumb to the appeal if all other stockowners do
 
not reduce their herds simultaneously.
 

Only if the society could mount a successful campaign that all
 
stockowners agreed to reduce their herds simultaneously could
 
these programmes be successful. Such a campaign is unlikely to
 
attract such unanimous support, however, and some form of
 
institution or measure is likely to be needed to enforce
 
compliance.
 

Solutions to Lesotho's overstocking problem will require

education at a variety of levels. The range officers alone are
 
unlikely to successfully carry such an immense national burden.
 
Cooperation would be required from the entire Ministry's staff,

political leaders, local bureaucrats, principal and village

chiefs, regulating agencies such as the police and courts, and
 
local community leaders. Finally, and most importantly,

individual stockowners and herders need to suppor. such a
 
programme of stock reduction. Some equitab' scheme of sharing

benefits from reducing stock is required. Individuals respond

best to ideas that promote their own economir interests.
 

Livestock management has been focused on culling, breeding, and
 
fodder production. There is fairly widesp -ad knowledge among

stockowners and herders of a government effort to cull coloured
 
small stock ani other inferiour animals.
 

The culling decisions of an individual livestock owner involves
 
two separate components: the selection of aiimals to be culled
 
and how, when and where to dispose of the silected animals. If
 
the expected costs exceed the expected benefits, the stockowner
 
will identify the animal as a cull; if the expected benefits
 
exceed the expected costs, the animal will be retained - e.g.

wool-producing old sheep. The decision not to cull is the
 
complement of the decision to cull. Marketing culls through the
 
formal market is seldom the most attractive option facing the
 
stockowner, often culled females would grade so low that they

would fetch very low prices on the formal market. The location
 
and infrequency of auction sales also result in high transaction
 
costs associated with the formal market. Rather, culled stock
 
may be kept for future household consumption.
 

If culling is to be accepted by livestock owners as a whole, the
 
size of individual livestock holdings should be an important
 
consideration in deciding what kind of animal reduction programMe

should be instituted. A blanket type of reduction programme

would have a detrimental impact on the livelihood of the small
 
livestock holder, while having little effect on the incomes of
 
the large owners.
 

Many of the past livestock development programmes in Lesotho have
 
aztempted to improve cattle, sheep, goats and horses through the
 
introduction cf new breeds, and through the selection and
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has failed to take advantage of this situation. The Veterinary
 

Service is severely understaffed and is not able to cope with
 
and dourine,
disease surveillance and control. Sheep scab 


formally eradicated, have now become endemic. The demand for
 

veterinary services by the farmers is increasing and at the same
 
time many intensive livestock systems are being developed that
 

require veterinary advice and attention.
 

Instead, limited professional resources have been devoted to
 

subsidised small animal treatment, rather than prevention of
 
Reorientation of the
diseases in the national herds and flocks. 


division is necessary to deal with veterinary problems of
 

national importance. A network of disease investigation centres
 
to improve
should be established at strategic locations in order 


the disease surveillance measures and small animal clinical work
 
should be left to private veterinarians.
 

The greatest weakness in the veterinary services concerns
 
legislation on animal diseases and livestock movements - iee
 

Movements livestock are an
Proclamation No. 10 of 1876. of 

important factor in disease transmission. Current legislation is
 
confusing as it gives regulatory power to three different
 
ministries - i.e. Finance under the Customary and Excise Act of
 
1970; Agriculture under the Stock Disease's Proclamation of 1896
 
and the Importation and Exportation of Livestock and Livestock
 

and Health
Production Proclamation of 1952, as amended in 1984; 

under tha Public Health Order of 1970.
 

Control of livestock products is similarly dealt with by three
 
ministries - Agriculture, Health and Interior under the Local
 
Adminstration Act (Public Health, Food and Abattoir Markets of
 
1969). The present legislation on sanitary cont:ol of livestock
 
and livestock products is inadequate and confusing.
 

Regardless of the effect of marketing on the stocking rate, the
 
current low levels of commercial marketing of livestock may be
 
symptomatic of certain structural flows which limit market
 
performance.
 

remained more or less constant
The low- offtake of animals has 

over the past fifty years whether the private sector or the
 

More animals seem to
Government dominated the marketing scene. 

have been sold when speculators trade young two-year old animals
 
and cash for older oxen, or traded two tollies for each old ox.
 
In this system of marketing, the net effect on offtake was
 
negative and had detrimental effects on stocking rates. The
 
price incentives resulting from competitive bidding for animals
 
have not had much impact on offtake either. The only significant
 
effect of good prices is evident in livestock products and this
 
is so because sale of products does not entail removal of the
 
animal from the herd or flock.
 

In order to appreciate the farmer decision-making process
 
underlaying this apparent resistance to marketing of live
 



animals, it is necessary to analyse the stockowner's perceptions
 
of his "wealth".
 

The decision to keep or sell an animal may be Tharacterised as
 
depending on a comparison of the gains from keeping the animal
 
one more period versus the costs of doing so. By keeping the
 
animal one more period, a pastoralist may benefit from the
 
increase in the animal's sale value due to its increased weight,

and the additional value flowing from the animal as a living
 
resource. Such flow values may include milk, calves, wool,
 
mohair, hides and skins, lambs/kids, security, power, liquidity
 
or prestige, and aesthetic pleasure. The cost of keeping an
 
animal one more period includes the costs of herding, feeding,

watering, maintaining it in good health, the risk of mortality,

and also the one-period gains foregone by not selling the animal
 
and investing the proceeds in another (presumably younger) animal
 
or some other asset. The animal will be sold if the cost of
 
keeping it one more period is perceived to outweigh the benefits
 
of keeping it that additional period.. In the first instance,
 
these decisions are made independent of the price of the animal.
 

The other consideration relates to cash needs. Livestock,
 
particularly cattle, are an illiquid investment which are sold
 
under exceptional circumstances to meet emergency cash needs.
 
Marketing initiatives may well attract more sales through

commercial channels, but total sales may actually decrease as
 
farmers' i.mediate needs are met from other sources of income.
 
The remm anceb of migrant wage5 into the rural areas may be
 
having ths effect on the marketing of animals.
 

Calculatiun of the net present value of live animals is least
 
complicated for production systems where one p oduct - e.g. meat
 
or milk - is the only product and more complicAted where there is
 
a complex of valuable flow and stock products - e.g. with range

cattle, sheep and goats. Because range is a communal property
 
which can be exploited by the individual farmer without any

immediate perceptible consequences on the individual using
 
overgrazed pastures, the need to destock does not feature much in
 
his decision to sell his animals
 

Basotho do market significant numbers of animals - though most of
 
this trade occurs outside of formal marketing channels. In
 
quantity terms, the most important marketing channels are the
 
informal channels which link producers in the rural areas. Most
 
of the animals traded are primarily mature males destined for
 
service as draught animals and ultimately for slaughter. After
 
farmers (which account for 70 percent of the number sold by
 
cattle owners), the second most important marketing channel which
 
cattle owners use for sale are the butcheries (14 percent).
 

Butcheries dominate the formal marketing channels, purchasing
 
their live animals from Lesotho producers, the National Feedlot,
 
and South African suppliers. They are the dominant purchasers of
 
carcasses from the National Abattoir and have large numbers of
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cattle and sheep custom slaughtered at the abattoir. Butcheries
 
also dominate commercial sales of beef and offals to consumers in
 
both urban and rural areas.
 

The National Abattoir and Feedlot Complex plays important
 
intermediary functions, though presently inefficient, in the
 
cattle and beef markets and, to a lesser extent, in sheep
 
marketing. It is a dominant purchaser of cattle and sheep at the
 
LPMS rural auction sales and the largest importer of live cattle
 
in Lesotho. It sells both fattened animals and carcasses in
 
Lesotho and South Africa and, lately, to neighbouring countries.
 

With its problems of low animal productivity and overstocking,
 
the Lesotho livestock sector poses many challenges for
 
development. Market development initiatives appear to have a
 
great potential role in promoting that development. The informal
 
market, with direct involvement of livestock owners through their
 
associations, needs reinforcing while the LPMS rural auctions
 
should be better organised and provide a complementary channel.
 
The intermediary role of the National Abattoir and Feedlot
 
Complex should be refined and efficiency insisted upon. The
 
objective of the structural adjustments in marketing should be
 
aimed at creating a continuous farmer-product link between
 
production and the final product with a view to primarily
 
promoting "commercial mentality" amongst producers. In this way,
 
the role of marketing in destocking programmes can make a
 
significant impact.
 

The marketing of livestock products - wool, moha±r, meat, hides
 
and skins - is less complex than that of live animals. However,
 
improvements need to be made in the payment system so that delays
 
between harvesting and payment are minimised. Proper handling
 
and preparation is underdeveloped in hides and skins. Additional
 
income can be generated in a product sector which presently is of
 
no benefit to the producer.
 

3. STRATEGIES FOR IMPLEMENTING POLICY AND STRUCTURAL ADJUSTMENTS
 

The livestock/range lystem is a complex one as shown in the
 
preceding discussion. In it are embedded social, cultural,
 
economic and technical constraints and potentials. Measures to
 
unlock the negative influences of these will neither be easy nor
 
popular in the short term, Dut we must seek the means by which
 
large scale participation in growth is possible while at the same
 
time restoring and preserving our most important natural
 
resource, range.
 

To do so requires strategies based on the resources and skills of
 
multiple groups and larger numbers of farmers. Furthermore,
 
significant roles for village decision-making and enterprise are
 
sought in association with livestock systems, and government must
 
seek indirect methods of stimulating improved livestock and range
 
management systems as a cost effective alternative to direct
 
government delivery systems.
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In recent years, four types of initiatives have been undertaken­
the construction of marketing infrastructure, the experimental

implementation of associations, extension
grazing the 
 of

production information, animal health care, and improved breeds,

and the forced 
culling of animals judged to be of inferior

genetic stock. While these initiatives have been justified for
 
their supposed effects on reducing the stocking rate and
 
increasing animal productivity, their actual consequences have
 
been varied.
 

In order to succeed, livestock/range implementation strategies

must take account of five criteria: physical and biological

feasibility and consequences; economic efficiency; economic

welfare and equity; social or cultural acceptibility; and
 
operational or administrative practicability.
 

3.2 Stock Numbers, Stocking Rates and Carrying Capacity
 

Livestock herds and flocks contain high
a proportion of

unproductive animals. With accumulation, rather than production
 
as a management objective, there are excessive numbers of male
 
animals and old stock of both sexes. 
 It would be possible

through selective culling to reduce the national herd and flock

by at least 20 percent without reducing the livestock sector's
 
contribution to GNP. In fact, if such a reduction were to occur,

livestock production and incomes would rise better nutrition
as 

created a positive change in calving/lambing/kidding rates; rates
 
of gain; milk, wool and mohair outputs; draft power; and a
 
reduction in mortality.
 

A recommended a
mechanism for stock reduction is introduction of 

Grazina Fee. The precedent exists; wool and mohair levies have
 
been in existence for many years. One very significant value, in
 
addition to possible stock reduction if the grazing fee is
 
levied, would be the contribution toward perceiving livestock by

farmers more as economic, rather than social, goods.
 

In order to permit prior discussions and consultations with
 
Chief.s, farmers 
and Development Councils, the implementation of

grazing fees should be effected in October 1988. Widespread

publicity should 
 be launched after the necessary approaches have
 
been ma-ae with the Public.
 

The fee should be significant, and not a token amount. It shculd
 
be high enough to induce farmers to remove, initially, off-colour
 
and non-productive animals from 
 their herds and flocks. As a
 
result, farmers will be guided to make decisions based upon

economic criteria, instead of 
 being forced to reduce livestock
 
numbers. This will eventually lead to increased production per

animal. The charging of such a significant amount will also
 
serve to make other alternative investments 
more attractive to
 
livestock producers, who are only marginally involved 
 with
 
livestock (see Semi-Intensive and Intensive Farming).
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An annual fee of M 25 and M 5 for large and small stock,
 
respectively, means that a farmer would be force to sacrifice, in
 
value terms, one large stock and one small stock out of every
 
twelve large and eighteen small stock, respectively. These fees
 
generate approximately M 34,500,000 per year (based upon
 
approximately 800,000 large stock and 2,900,000 small stock) and
 
would be subject to review annually.
 

As an incentive to promote intensive livestock enterprises, dairy
 
animals and stall-fed stock of all types should be exempt from
 
taxation, thus reducing total revenues to about M 25 to 30
 
million. Furthermore, the grazing fee should be set up whereby
 
farmers could be given a credit to exempt three animals against
 
the following year's grazing fee for each animal sold at a
 
livestock sale and upon presentation to the chief of a stamped
 
receipt when a grazing permit is issued. This would induce
 
farmers to sell their animals. Finally, the institution of a
 
grazing fee should be such that substantial portion of the
 
revenues generated by the fee should be returned to the
 
communities from where the money originated to meet some of the
 
recurrent costs of administering the fee and the permit system.
 
Any balances could be used for livestock development purposes,
 
such as purchase of breeding stock, etc..
 

As pointed out earlier, actual animal numbers are concentrated
 
into relatively few hands, thus creating a socio-economic
 
disparity between the minority of households t'it own a high
 
percentage of the total number of stock, and the majority that
 
own few or none at all. As individuals, the large livestock
 
holders have a greater negative impact on t. grazing resource
 
and therefore they should pay the social costs for their
 
privileged position. These qguity considerations suggest that
 
some graded fee structure could be worked out in the second or
 
third year of grazing fee implementation.
 

The inequitability of transhumance, characterised by annual
 
influx of stock from lower elevations to the mountain areas in
 
summer, was discussed earlier in this paper. To permit large
 
numbers of animals which must utilize part of the mountain range
 
for survival, permits income growth in the lowlands and foothills
 
at the expense of mountain residents. Small stock are held
 
primarily for their contribution to diets and incomes. Yet the
 
incomes thus derived in the lowlands are extracted directly from
 
the high mountain pastures which form the principal productive
 
resource for mountain area dwellers.
 

It is recommended that the practice should be discouraged by
 
charging a stock tax of M 5 and M 2 for large and small stock,
 
respectively, in addition to a grazing fee for all animals
 
seasonally migrating to the mountain grazing from the lowlands
 
and focthills. However, the tax should be introduced in the
 
second year of grazing fee implementation to enable Eufficient 
publicity and readiness of farmers to consider alternative 
strategies. 
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The current estimates on the carrying capacity of the range are
 
thus 	the optimum
somewhat exaggerated on the negative side, 


range under different biological (multi­stocking rate of the 

species grazing) and physical conditions requires further
 
investiqation. Destocking will cause production in the short
 

decrease but then increase as improvements are achieved
term 	to 

in range and potential livestock productivity. However, once
 
this is accomplished, there are even greater potential short-term
 
gains to be obtained through increased stocking rates.
 

The importance of cattleposts in the present pattern of range use
 

was emphasized earlier. The exploitation of its potential in
 
improvement of range on a cooperative basis is limited by the
 

between 	 residence and summef
geographic separation village 

grazing area.
 

In order to establish the desired relationship between the two,
 
be reallocated. The -modification should be
cattleposts should 


carried out in four stages:
 

(I.) 	InventQry of villages, cattleposts and owners, and
 
watersheds
 

Once this information is obtained for an entire
 
district, some relationships between village areas and
 

summer grazing areas would emerge on a larger scale.
 

(2.) 	 These broader based relationships would be used to
 

begin the assignment of cattleposts.
 

After these general grazing regions are established, it
(3.) 

will be necessary to associate residents of villages
 

located in close proximity within a single watershed.
 

The last stage would be the transfer of cattlepost
(4.) 

from different watersheds as
rights among owners 


determined by their village residence.
 

Cattlepost reallocation could significantly offer opportunities
 
Grazing Control Regulations and carrying
for enforcement of the 


would be more realistically worked out and
capacity limits 

applied. Cattlepost assessment should commence in 1987.
 

As range users would be together both at the village and at the
 

summer grazing area, there is a good opportunity for the village
 
of its members to reduce stocking
the interests 


in which they all graze their animals.
 
to collectivise 

in an area 


The 	 cattlepost institution will be used to strengthen the
 

activities of livestock Associations. It will be
 management and 

necessary to station a member of the Range Division staff at 

each
 

Livestock Improvement Centre, together with a Livestock Assistant
 

to help village group members in organisational skills as they
 

attempt tc participate in range management and livestock
 



improvement. This will also eliminate the unnecessary
 
duplication created by formation of two organisations, grazing
 
associations, and wool and mohair associations, both of which
 
have the same objective.
 

Extension of the Sehlabathebe Grazing Association, which is based
 
on the area of residence, to other areas of the country will
 
require land allocations to groups of range users. These land
 
allocations would actually be allocations of cattleposts.
 
However, until cattlepost allocation takes place, there is really
 
no basis for the land allocation for an association. Those that
 
are excluded as non-members because they reside in a different
 
area or, worse still, because they are livestock non-improvers,
 
will be excluded from cattleposts that are rightfully theirs.
 

The need to provide some basis education for the herdboys, as an
 
important component %of cattlepost organisation, was stressed
 
earlier in this report. Positive educational impact - e.g.
 
expecting herdbpys with an education to begin instituting
 
management in cattlepost areas - in the short and long term would
 
be reduced if the pattern of range use continued to depend on the
 
location of a family cattlepost which has no significant
 
..lationship to the owner's village of residence.
 

Cattlepost reorganisation would also facilitate introduction of
 
tatooing of animals, control of stock theft and rnage
 
trespassing.
 

Acceleration of breed improvement can be achieved by removing the
 
separation that exists between the village and range use rights
 
at the cattleppst. General and specialized breeding can be
 
facilitated both for large and small stock.
 

Given the variety of environmental, ecological anid economic
 
conditions facing Lesotho, different suitable breeds should be
 
introduced over a carefully planned period.
 

The depression of livestock productivity and losses caused by
 
diseases negatively affects the quality and quantity of products
 
- meat, milk, wool and mohair. Disease control measures should
 
be strengthened by adequate provision of professional and middle
 
level technicians, and by training of farmers to dose and
 
vaccinate their stock themselves.
 

Small animal clinical work should be phased out from government
 
involvement and increasely be left to private veterinarians as
 
they increase in numbers. In this way, government veterinarians
 
will be able to devote their time and efforts to major disease
 
surviellance and control of major disease outbreaks.
 

Analysis of the farmers' decision-making process on whether to
 
seel or retain animals suggests that they are not primarily
 
commercially oriented but market their stock in response to cash
 
needs and that this is done in a declining livestock/range
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environment. In this kind of environment, even regular auction
 
sales may not in themselves be an incentive to unleash higher

levels of offtakes. People who need cash have always been able
 
to find other sale outlets in the informal markets.
 
Significantly higher rates of offtake will follow major

structural changes in national herds and flocks, range

improvements, and better services.
 

The major objective in marketing should be, in the short term, to
 
encourage destocking, and, in the long term, efforts must be made
 
to create a sense of commercialization of livestock. Auction
 
sales through the LPMS must be regular and widely publicised.

Movements of animals should be expedited by trucking, rather than
 
by driving animals on the hoof whereby considerable deterioration
 
in the condition of animals occurs with consequent loss of
 
weight. As the majority of such animals will invariably be old,

suitable markets should be sought outside of Lesotho. In this
 
regard, the National Abattoir's certification for export and
 
procurement of an export quota should be expedited.
 

Options should be given to the farmer at auction sales to either
 
receive on-the-spot payment or to be paid later for his carcass
 
value. For those needing cash immediately, arrangements should
 
be made to institute a part-payment.
 

To stimulate commercial consciousness, a direct link between the
 
anima and the final product must be effected. This ca;, be
 
achieved by the farmer's direct participation in and eventual
 
ownership of the processing enterprises, which can initially be
 
run by hired management. The informal markets offer a good

,pportunity through which farmers can own and supply rural
 
;laughterhouses with animals.
 

The establishment of the feedlot was premature considering the
 
present level of livestock production systems, where oij rather
 
than young animals are marketed. Rural individual or cooperative

stall-feeding units should be promoted first and, if efforts are
 
successful, no need would arise for centralised feedloting.

However, the facility could temporarily serve a useful purpose in
 
a destooking programme as a holding ground. it should be linked
 
to other satellite holding grounds, established at strategic

locations. When restructured in this manner, its management

would beet be under the supervision of LMPS, rather than the
 
abattoir.
 

As an adjunct to the abattoir, a modest meat processing plant

could handle a large number of carcasses which are presently of
 
very low grades and unsuitable for sale as fresh product.
 

The marketing of wool and mohair has been satisfactory after
 
minimising payment delays. The establishment of scouring and
 
processing plants should bring about more improvements.
 

Little attention has been paid to marketing of hides and skins.
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Farmers are presently forfeiting additional income as a result of
 
neglect of proper preparation of their hides and skins.
 
Evidently, marketing of these products is chaotic and therefore a
 
disincentive to farmers. Establishment of suitable facilities in
 
rural areas should be a priority, backed up by training
 
programmes.
 

A processing plant to the final product would enhance the value
 
of hides and skins, reduce market bottlenecks and also create job
 
opportunities.
 



ANNEX 	E
 

REPORT ANNEX 4
 

The Financial Viability Of Coop Lesotho Depots And Sales Outlets
 

I. Coop Lesotho Depots and Sales 

Commercially Viable
 

1. Butha Buthe 

2. Liqhobong 

3. Leribe 

4. Mahobong 

5. Maputsoe 

6. Mokomahatsi 

7. Peka 


8. Moleteane 

9. Teyateyaneng 


10. 	Thuathe 

11. 	Maseru Main 

12. 	Ha Ntsi 

13. 	Mazenod 

14. 	Matsieng 


Outlets Judged to be
 

15. 	Mafeteng
 
16. 	Kotisephola
 
17. 	Tsoloane
 
18. 	Quthing
 
19. 	Alwyn's Kop
 
20. 	Mantsonyane
 
21. 	Mohale's Hoek
 

Main
 

II. 	 Coop Lesotho Depots and Sales Outlets Pending Classification
 

1. Pitseng 	 2. Likalaneng 3. Thaba Tseka
 

III. 	 Coop Lesot) Depots and Sales Outlets Judged to be
 
Commercially Non-Viable
 

1. Mokhotlong 6. Ntjepeleng 11. Qacha's Nek
 
2. Pilot 	 7. Matelile 12. Sehlabathebe
 
3. Sefikeng 8. Mpharane 13. Mohale's Hoek
 
4. Malt Yard 9. Mt. Moorosi 	 Sub-Depot
 
5. Semonkong 10. Seapa
 

IV. 	 Ccop Lesotho Sales Outlets and Lock-Up Stores
 

I. Mofoka 5. Qamo 	 9. Corn Exchange
 
2. Makhiseng 6. Kolo 	 10. Koali
 
3. Thuhloane 7. Mpalipali 11. Makhalaneng
 
4. Letseng-la- 8. Mpharane
 

dry
 

V. 	Coop Lesotho Sales Outlets and Lock-Up Stores Transferred to
 
Development Projects
 

1.-Khabo 	 4. Lekokoaneng
 
2. Mapoteng 5. Kolonyama
 
3. Sebalabala 6. Khukhune
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ANNEX FIG. 4.1
 

A FINANCIAL MAP OF CO-OP LESOTHO DEPOTS AND SALES OUTLET5
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ANNEX FIG. 4.2 

A MAP OF CO-OP LESOTHO DEPOTS AND SALES 
AND COOPERATIVE INPUT SUPPLIERS IN THE 
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ANNEX F
 

REPORT ANNEX 5
 

List of Persons Contacted During the PAIP and PAAD Consultancies
 

A. Ministry of Agriculture
 

Dr. D.R. Phororo, Minister of Agriculture and Senior
 

FAO Representative
 
Mr. P.L. 'Mabathoana, Minister of State
 
Mr. R. Ntokoane, Principal.Secretary
 
Mr. N. Khuele, Director, Livestock Department
 
Mr. T.M. Motsoene, Director of Field Services
 
Mr. E.P. Moeketsi, Acting Commissioner of Cooperatives
 
Mrs. M. Morojele, Chief Planning Officer
 
Mr. B. Motsamai, Chief Range Officer
 
Mr. T.J. Ramotsoari, Senior Planning Officer
 
Mr. L. LehlQba, Chief Animal Production Officer
 
Mr. M. Ramaema, Agricultural Planning Officer
 
Mr. K.E. Matsaba, District Agricultural Officer,
 

Quthing
 
Mr. J. Mokotjo, Head of Agricultural Marketing Division
 
Mr. C.F. Fritsch, Team Leader, Agricultural
 
Planning Project
 
Mr. C. Weaver, Team Leader, Land Conservation and
 
Range Development Project
 
Mr. B. Freeman, Chief-of-Party, LAPIS Project
 
Mr. C.R. Franck, Team Leader/Production Component,
 

LAPIS P)Ject
 
Dr. N. Artz, Sociologist, LAPIS Project
 
Dr. R. Olson, Marketing Specialist, Ag- Lcultural
 

Planning Project
 
Mr. D. Magers, Leader, Credit Union Project
 
Dr. I. Schacht, LAPIS/Range and Livestock Research
 

Mr. E.M. Pomela, Agronomist, Research Division
 
Dr. G.D. Massey, Research Agronomist, LAPIS Project
 

Mr. M. Lesenya, Chief Agricultural Information Officer
 

Ms. F.M. Thabisi, Librarian, Agricultural Research
 

Library
 
Mr. T.Namane, Director, Agricultural Research Division
 

Ms. P.M. Radebe, Matela Farmer Training Centre
 

Ms. M.L. Morupeli, Instructor, Matela Farmer Training
 

Centre
 
Mr. M. Seisa, Young Farmers Clubs
 
Mrs. M.M. Mpeta, Acting Chief Nutrition Officer,
 

Nutrition Division
 
Mr. H. Liu, Chief of Operations, Technical Operations
 

Unit
 
Mr. M.D. Rahlao, Crop Production and Logistics Manager,
 

Technical Operations Unit
 
Mr. D. Khusu, Livestock Product Marketing Service
 

Planning, Economic and Manpower Development
B. Ministry of 


,.r. N.M.M. Sefali, Minister
 



Mr. K.M. Manyeli, Principal Secretary
 
Mr. D. Mosebo, Director og Development Implementation
 
Mrs. M. Moshoeshoe, Senior Planning Officer
 
Mrs. M. Rapolaki, Director of Donor Coordination
 
Ms. M. Mapetla, Senior Planning Officer
 
Mr. L. Tuoane, Director of Statistics
 

C. Ministry of Finance
 

Mr. L.A. Thoahlane, Principal Secretary
 

D. The Central Bank of Lesotho
 

Mr. E.K. Molemohi, Deputy Governor
 
Mr. F.M. Borotho, Research.Director
 

E. American Embassy and USAID Mission
 

The Honorable R.M. Smalley, Ambassador of the United
 
States of America
 
Mr. J. Snyder, Director
 
Dr. C. Tyson, Deputy Director
 
Mr. A. DeGraffenreid, Project Implementation
 
Officer
 
Mr. B. Hill, Agricultural Development Officer
 
Dr. A.M. Moustafa, Deputy Agricultural Development
 
Officer
 
Mr. R. Dunbar, Supervisory Executive Officer
 
Mr. A. Gordon, Controller
 

F. Government Parastatals
 

Mr. P.M. Khanyane, Managing Director, Coop Lesotho
 
Mr. P. Williams, Financial Advisor, Coop Lesotho
 
Mr. M. Leteka, Coop Lesotho Store/Semonkong
 
Ms. M. Musi, Coop Lesotho Store/Mafeteng
 
Mrs. M. Makhetha, Coop Lesotho Store/Tsoloane
 
Mr. Kabi, Manager, Coop Lesotho Maseru Main Depot
 
Mrs. M. Masheane, Coop Lesotho Mazenod Depot
 
Mr. E.T. Rafeeea, Coop Lesotho Thaba Tseka Depot
 
Mr. A.M. Masia, Coop Lesotho Likalane Depot
 
Mr. P. Mokhesi, General Manager, Basuto Fruit and
 
Vegetable Canners (Pty.) Limited
 
Mr. M.M. Wauters, Agronomist, Basuto Fruit and
 
Vegetable Canners (Pty.) Limited
 
Mr. J. Lepele, Manager, Lesotho National Abattoir and
 
Feedlot Complex
 
Mr. J.W. Jorgensen, General Manager, Lesotho
 
National Abattoir and Feedlot Complex
 

G. Private Sector Aaents
 

Dr. R. Mckee, Co-owner, Garden Centre
 
Ms. M. Kotsokoane, Co-owner, Garden Centre
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Mr. T.L. Makhoane, AVA Agrivet and Agencies
 
Mr. R.T. Mochebelele, Dairy Farmer
 
Mr. M. Moletsane, Dairy Farmer
 
Mr. C. Ntsane, Dairy Farmer
 
Dr. E.M. Malie, Dairy Farmer
 
Mr. D. Motikoe, Private Tractor Owner/Custom Operations
 
Mr. D.J. Wyatt-Smith, Lesotho Manager, Barclays Bank
 
Mr. P. Kotelo, Assistant Manager, Lesotho Bank
 
Mr. T.M. Motseki, Acting Director for Loans, Lesotho
 
Agricultural Development Bank
 
Mr. A. Petersen, Swec Pty. Ltd.
 
Mr. W.J. Pretorius, Manager, Lesotho Tractors and
 
Construction Machinery
 
Mr. G. Schepers, Export Officer, Pioneer Seed Company
 
RSA (Pty) Ltd.
 
Mr. H. Taljaard, Kombat Chemicals (Pty) Ltd.
 
Mr. H. Winterleitner, Project Manager, Bauer Project
 
Mr. I. Motlhaolwa, Representative, Stewarts and Lloyds
 
Trading Company
 
Mr. Sally, Manager, Baby's Trading Store, Mantsonyane
 
Mr. R.v.d. Westhuizen, Deputy General Manager,
 
Ladybrand Cooperative
 
Mr. T. Muller, General Manager, Clocolan Coorirative
 
Mr. M.A. Prinsloo, Assistant General Manag~c, Clocolan
 
Cooperative
 
Mr. C. Topkin, Marketing Section, Sparl. Baby Beef
 
Company
 
Mr. F.B. Lottoring, Sales Manager, Ficksburg
 
Cooperative
 
Mrs. H. Erasmus, Secretary to the General Manager,
 
Drankesberg Cooperative, Bethlehem
 
Mr. L.J. Jordan, Accountant, Drankesberg Cooperative,
 
Bethlehem
 
Mr. G. Delport, Abattoir Division Manager, Natal
 
Livestock Association
 
Mr. J.L. Bruwer, Manager, Natal Livestock Auctioneers
 
(Pty.) Ltd.
 
Mr. Ferns, Durban Branch Manager, South African Meat
 
Board
 
Mr. C.L. Muller, Managing Director, JaUk Yudelman
 
Wholesalers, Matatiele
 
Mr. G.K.M. Casalis, Manager, Maseru Roller Mills (Pty.)
 
Ltd.
 
Mr. C. Makhoalibe, Private Trader/Pitseng
 
Mr. W. Herbert, Private Trader/Jandrell Store/Mohale's
 
Hoek
 
Mr. B. Paku, Chairman/Phela-U-Phelise Cooperative
 
Mr. M.E. Pefola, Manager/Phela-U-Phelise Cooperative
 
Mrs. C.M. Senephane, Assistant Accountant/Phela-U-

Phelise Cooperative
 

H. Other Consultants
 

Mr. N.S. Maini, IAD Mission/Coop Lesotho
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Mr. R. Saran, IFAD Mission/Coop Lesotho
 
Mr. T. Bager, World Bank Mission/Coop Lesotho
 
Mr. J. Hallqvist, World Bank Mission/Coop Lesotho
 
Mr. U. Taalikka, World Bank Mission/Coop Lesotho
 
Mr. B.M. Swallow, Research Fellow, University of
 
Saskatchewan
 
Mr. D.C. Marsden, Senior Economist, Louis Berger
 
International, Inc.
 
Dr. G. Wruck, Veterinarian, CIDA Dairy Development
 
Project

Mr. 0. Lindberg, Team Leader, World Bank Mission/Coop
 
Lesotho
 
Mr. C. Hill, World Bank/Eccnomist/Lesotho Desk Officer
 
Mr. R. van de Geer, Centre for Development Cooperation
 
Services, Free University, Amsterdam, The Netherlands.
 
Mr. A. Duncan, FAO Watershed Management Design Team
 
Dr. N. Hudson, FAO Watershed Management Design Team
 
Mr. M.J. Rayner, Agriculture Economist
 
Mr. R.E. Highfill, Consulting Agricultural Engineer
 
Ms. M. Thomas, IBRD/EEC Consultant on Health Sector
 
Cost Study
 
Mr. Callender, IMF
 
Mr. Kinyua, IMF
 
Mrs. V. Wilson, IMF
 

I. Public Officials in the Republic of South Africa
 

Mr. P.H. Coetzee, General Manager/Meat Board
 
Mr. P. Kemper, Assistant General Manager/Meat Board
 
Mr. S.J. du Toit, Managing Director/Abaitoir 
Corporation 
Mr. J.R. Muller, Principal Engineer/Abattoir 
Corporation 
Dr. J.D. Coetzee, Deputy Director for Meat Hygiene/MOA 
Veterinary Services
 
Dr. S.G.H. Meyer, Assistant Director for Meat
 
Hygiene/MOA Veterinary Services
 
Dr. G.C. Dent, Import/Export Control/MOA Veterinary
 
Services
 
Mr. I. Van Rooyen, Deputy Director/South African
 
Agricultural Union
 
Mr. M. Van Niekerk, Training Manager/South African
 
Agricultural Union
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ANNEX G
 

REPORT ANNEX 6
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ANNEX H
 

3(A)2 - NONPROJECT ASSISTANCE CHECKLIST
 

The criteria listed in Part A are applicable
 
generally to FAA funds, and should be used
 
irrespective of the program's funding source.
 
In Part B a distinction is made between the
 
criteria applicable to Economic Support Fund
 
assistance and the criteria applicable to
 
Development Assistance. Selection of the
 
criteria will depend on the funding source for
 
the 	program.
 

CROSS REFERENCES: 	 IS COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM Yes
 
CHECKLIST BEEN REVIEWED? Yes
 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE
 

1. 	 FY 1988 Continuing Resolution Sec. 523: CN was submitted on
 
FAA Sec. 634A. Describe how May 13, 1988 and the 15 
authorization and appropriations day waiting period expired 
committees of Senate and House have without objection on 
been or will be notified concerning May 28, 1988.
 
the project.
 

2. FAA Sec. 611(a)Y2). If further 	 The LAPSP is part of a 
legislative action is required within program which has already 
recipient country, what is basis for been approved by the GOL. 
reasonable expectation that such action 
will be completed in time to permit 
orderly accomplishment of purpose of the 
assistance? 

3. 	FAA Sec. 209. Is assistance more The assistance is more 
efficiently and effectively provided appropriately disbursed 
through regional or multilateral directly to the GOL, becausE 
organizations? If so. why is assistance it is the GOL that will bear 
not so provided? Information and the cost of irrplementing 
conclusions on whether assistance will the policy reform. However,
 
encourage developing countries to Le-sctho ha_ resocri-sit.4i:v 
cooperate in regional developmen.L for soil and water conserv­
programs. ation within SADCC, and a 

demonstration here that the 
progran' s reforms pronote 
ccnservation will be a model 
for similar reforms in other 
SADCC member countries. 
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4. 


5. 


6. 


7. 


8. 


9. 
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601(a). Information andconclusions onFAA Sec. whether assistance will 
encourage efforts of the country to: 


(a) increase the flow of international 
trade; (b) foster private initiative and 

competition; (c) encourage development 
and uze of cooperatives, credit unions. 
and savings and loan associations; 


(d) discourage monopolistic practices; 

(e) improve technical efficiency of 

industry, agriculture, and commerce; and 


free labor unions.(f) strengthen 

FAA Sec. 601(b).. Information and 

how assistance will
conclusions on 


encourage U.S. private trade and 


investment abroad and encourage private 

U.S. participation in foreign assistance
 

programs (including use of private trade 

privatechannels and the services of U.S. private will not affect US 

enterprise). 

FAA Secs. 612(b), 636(h): FY 1988
 
Continuing Resolution ecs. 507, 509. 


steps taken to assure that. to
Describe 

the maximum extent possible, foreign
 

utilized
currencies owned by the U.S. are 

of
in lieu of dollars to meet the cost 


contractual and other services.
 

FAA Sec. 612(d). Does the U.S. own
 
excess foreign currency of the country 


and, if so, what arrangements have been
 

made for its release?
 

FAA Sec. 601(e). Will the assistance 

utilize competitive selection procedures
 

for the awarding of contracts, except
 

where applicable procurement rules allow
 
otherwise?
 

FAA 121(d). If assistance is being 

furnished under the Sahel Development
 
Program, has a determination been made
 

that the host government has an adequate
 

Policy Refonas waii a)minrn­ally increase Reqional Trade i: 

medium and lcrg term; b) Foste 

private initiate and conpet­
ition by privatizing a Govern­
ment parastatal for agricult­

ural inputs and irproving
 
livestock marketing; c) enable 
ag nApsxpopy agery to 
b ico mCooperative 
d) discourage mnopolistic 
practices by esuring open 
competition in proving Ag. 
inputs; e) will improve tech.
 
efficiency in agriculture by 
removal of inefficient sub­

sidies and increased avail­
ability of goods fran open
 
caTpetiticns; and f) will not
 
affect labor unions. 

The Selected Policy Reforms 

trade or investment.
 

US does not osn Maloti. 

No
 

Yes
 

N/A
 

system for accounting for and controlling
 

receipt and expenditure of A.I.D. funds?
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B. 	 FUNDING CRITERIA FOR NONPROJECT ASSISTANCE
 

1. 	 Nonproiect Criteria for Economic Support 


Fund 


a. FAA Sec. 531(a). Will this
 
assistance promote economic and political
 
stability? To the maximum extent
 

feasible, is this assistance consistent
 
with the policy directions, purposes, and
 

programs of Part I of the FAA?
 

b. 	FAA Sec. 531(e). Will assistance 

under this chapter be used for military
 

or paramilitary activities?
 

c. FAA Sec. 531(d). Will ESF funds made 

available for commodity import programs
 

or other program assistance be used to
 
generate local-currencies? If so, will
 
at least 50 percent of such local
 
currencies be available to support
 
activities consistent with the objectives
 
of FAA sections 103 through 1o?
 

to
FAA 	Sec. 609. If commodities are
d. 

be granted so that sale proceeds will
 
accrue to the recipient country, have
 
Special Account (counterpart)
 
arrangements been made?
 

FY 1988 Continuing Resolution. If
e. 

assistance is in the form of a cash
 
transfer: (a) are all such cash
 
payments to be maintained by the country
 
in a separate account and not to be
 
cotm.i ngle6 with any other funds? (b)
 

will a-il local currences that may be
 

generated with funds provided as a cash
 
transfer to such a country also be
 

deposited in a special account to be used
 
in accordance with FAA Section 609 (which
 
requires such local currencies to be made
 
available to the U.S. governnent as the
 
U.S. determines necessary for the
 
requirements of the U.S. Government. and
 
which requires the remainder to be used
 
for programs agreed to by the U.S.
 
Government to carry out the purposes for
 
which new funds authorized by the FAA
 

N/A - NO ESF FUNDS TO
 
BE USED.
 

N/A
 

N/A
 

N/A
 

N/A
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would themselves be available)? (c) Has
 

Congress received prior notification
 
providing in detail how the funds will be
 

used. including the U.S. !Lnterests that
 as
will be served by the assistance, and, 


appropriate, the economic policy reforms
 

that will be promoted by the cash
 

transfer assistance?
 

Have
f. FY 1988 Continuinq_Reoluti. 

local currencies generated by the sale of 


imports or foreign exchange by ?',e 

a country in Sub-S$anaran
government of 


Africa from funds appropriated under 


Sub-Saharan Africa. DA been deposited in 


a special account established by that 

these local
government, and art 


currencies available only for use, in
 

accordance with an agreement with the
 

United States, for development activities
 

which are consistent with the policy
 

directions of Section 102 of the FAA and
 

for necessary administrative requirements
 

of the U. S. Government?
 

2. Nonproiec. Criteria for Development
 

Assistance
 

a. FAA Secs. 102(a). 111, 113. 281(a). 

Extent to which activity will (a) 


effectively involve the poor in 

to
development, by expanding access 


local level, increasing
economy at 

use of
labor-intensive production and the 


appropriate technology, spreading 

small towns
from cities to
investment out 


and rural areas, and insuring wide 

of the poor in the benefitsparticipation 

of de'velopment on a sustained basis, 
using the appropriate U.S. institutions; 
(b) help develop cooperatives, especially 
by technical assistance, to assist rural 

and urban poor to help themselves toward 

better life, and otherwise encourage 
private and local governmentaldemocratic 

(c) support the self-help
institutions; 

efforts of developing countries; (d) 


promote the participation of women in 
the 


national economies of developing
 
countries and the improvement of women's
 

(e) utilize and encourage
status; and 

regional cooperation by developing
 
countries?
 

The GO-.will deposit into
 
Special Accounts Maloti 
equal to the amount of 
the dollar disbursements, 
which will be used in 
support of LAPSP policy 
refornms.
 

The Policy Reforms respon 
to Government initiatives 
to increase and improve 
Agricultural Production 
by: a) Diversting its 
majority owneiship of the 

Agricultural input agency 
and enabling it to become 
a Cooperative Apex 
Organization; b) Assistir 
Rural farmers ( primaril% 
women farmers) to obtain 
Ag. inputs through open 
competition market place­
c) Ensuring that farmers. 
who constitute majority 
of those living at pcver,
 
levels, to improve their
 
income on farm employmen;
 
opportur.ties.
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b. FAA Secs. 103, 103A. 104. 105. 106. F nnds will be provided frcm
 
I20-21. Is assistance being made the Su-Saharan Africa,
 
available (include only applicable Development Assistance and
 
paragraph which corresponds to source of the Southern Africa, Develop­
funds used; if more than one fund source mert Assistance apprcpriaticn
 
is used for assistance, include relevant which apprcpriate funds to
 
paragraph for each fund source): c o 103-106.
 

This progran will assist the
(1) [103] for agriculture, rural agricultural sector.
 
if
nutrition; so
 

development or 


(a) extent to which activity is
 
specifically designed to increase
 
productivity and income of rural poor;
 
[103A] if for agricultural research.
 
account shall be taken of the needs of
 
small farmers, and extensive use of
 
field testing to adapt basic research
 
to local conditions shall be made; (b)
 
extent to which assistance is used in
 
coordination,with efforts carried out
 
under Sec. 104 to help improve
 
nutrition of the people of developing
 
countries through encouragement of
 
increased production of crops with
 
greater nutritional value; improvement
 
of planning, research, and education
 
with respect to nutrition, particularly
 
with reference to improvement and
 
expanded use of indigenously produced
 
foodstuffs; and the undertaking of
 
pilot or demonstration programs
 
explicitly addressing the problem of
 
malnutrition of poor and vulnerable
 
people; and (c) extent to which
 
activity increases national food
 
security by improving food policies and
 
management and by strengthening
 
national food reserves, with particular
 
concern for the needs of the poor,
 
through measures encouraging domestic
 
production, building national food
 
reserves, expanding available storage
 
facilities, reducing post harvest food
 
losses, and improving food distribution.
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(2) [104] for population planning
 
under Sec. 104(b) or health under Sec.
 

extent to which activity
104(c); if so, 

emphasizes low-cost, integrated
 
delivery systems for health, nutrition
 
and family planning for the poorest
 

people. with particular attention to
 

the needs of mothers and young
 
children, using paramedical and
 
auxiliary medical personnel. clinics
 
and health posts. commercial
 
distribution systems, and other modes
 
of community outrearch.
 

(3) [105] for education, public
 
human resources
administration, or 

(a) extent to which
development; if so, 


activity strengthens nonformal
 
education, makes formal education more
 
relevant, especially for rural families
 
and urban poor. and strengthens
 
management capability of institutions
 
enabling the poor to participate in
 

development; and (b) extent to which
 

assistance provides advanced education
 
and training of people of developing
 
countries in such disciplines as are
 

required for planning and
 
implementation of public and private
 
development activities.
 

for technical assistance,
(4) [106] 

energy, research, reconstruction, and
 

selected development problems; if so,
 

extent activity is:
 

(i)(a) concerned with data collection
 
and analysis, the training of sk;!_ed
 
personnel, research on and
 
development of suitable energy
 
-sources, and pilot projects to test
 
new methods of energy production; and
 
(b) facilitative of research on and
 

development and use of small-scale,
 
decentralized, renewable energy
 

areas, emphasizing
sourcee for rural 

development of energy resources which
 

are environmentally acceptable and
 

require minimum capital investment;
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(ii) concerned with technical
 
cooperation and development,
 
especially with U.S. private and
 
voluntary, or regional and
 
international development.
 
organizations;
 

(iii) research into. and evaluation
 
of, economic development processes
 
and techniques;
 

(iv) reconstruction after natural or
 
manmade disaster and programs of
 
disaster preparedness;
 

(v) for special development
 
problems, and to enable proper
 
utilization of infrastructure and
 
related projects funded with earlier
 
U.S. assistance;
 

(vi) for urban development,
 
especially small, labor-intensive
 
enterprises, marketing systems for
 
small producers. and financial or
 
other institutions to help urban poor
 
participate in economic and social
 
development.
 

(5) [120-21] for the Sahelian region; N/A
 
if so, (a) extent to which there is
 
international coordination in planning
 
and implementation; participation and
 
support by African countries and
 
organizations in determining
 
development priorities; and a
 
long-term, multi-donor development plan
 
which calls for equitable
 
buyrden-sharing with other donors; (b)
 
has a determination been made that the
 
host government has an adequate system
 
for accounting for and controlling
 
receipt and expenditure of projects
 
funds (dollars or local currency
 
generated therefrom)?
 

c. FAA Sec. 107. is special emphasis YES
 

placed on use of appropriate technology
 
(defined as relatively smaller,
 
cost-saving, labor using technologies
 
that are generally most appropriate for
 
the small farms, small businesses, and
 
small incomes of the poor)?
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Policy Reform actions
d. FAA Sec. 281(bl. Describe extent to 
respond to specific


which the activity recognizes the 
 Government requests and will
 particular needs, desires. and capacities 

of the people of the country; utilizes complement planned programs
 

to of the Ministry of Agricultur
the country's intellectual resources 
encourage institutional development; and
 

supports civic education and training in
 

skills required for effective
 
participation in governmental and
 
political processes essential to
 
self-government.
 

FAA Sec. 101(a). Does the activity YES
 e. 

give reasonable promise of contributing
 
to the development of economic resources,
 

the increase of productive
or to 

capacities and self-sustaining economic
 
growth?
 



5C(1) - COUNTRY CHECKLIST - LESOTHO FY1988
 

Listed below are statutory criteria applicable
 

to: (A) FAA funds generally; (B)(1) Development
 
(B)(2) the Economic
Assistance funds only; or 


Support Fund only.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. 	 FY_1988 Continuig Resolution Sec. 526. No
 

Has the President certified to the
 
Congress that the government of the
 
recipient country is failing to take
 
adequate measures to prevent narcotic
 
drugs or other controlled substances
 
which are cultivated, produced or
 
processed illicitly., in whole or in part,
 
in such country or transported through
 
such country, from-being Eold illegally
 
within the juris6iction of such country
 

to United States Government personnel or
 

their dependent6 or from entering the
 
United States unlawfully?
 

2. 	FAA Sec. 481(h). (This provision applies N/A
 
to assistance of any kind provided by
 
grant, sale, loan, lease, credit,
 
guaranty, or insurance, except assistance
 
from the Child Survival Fund or relating
 
to international narcotics control.
 
disaster and refugee relief, or the
 

provision of food or medicine.) If the
 
recipient is a "major illicit drug
 
producing country" (defined as a country
 
producing during a fiscal year at least
 
five metric tons of opium or 500 metric
 
tons of coca or marijuana) or a "major
 

a
drug-transit country" (defined as 

country that is a significant direct
 

source of illicit drugs significantly
 
affecting the United States. through
 

which such drugs are transported, or
 
through which significant sums of
 
drug-related profits are laundered with
 
the knowledge or complicity of the
 
government), has the President in the
 
March 1 International Narcotics Control
 
Strategy Report (INSCR) determined and
 
certified to the Congress (without
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Congressional enactment, within 30 days
 
a resolution
of continuous session. of 


disapproving such a certification), or
 

has the President determined and
 
on any other
certified to the Congress 


a
date (with enactment by Congress of 


resolution approving such certification)
 
that (a) during the previous year the
 

country has cooperated fully with the
 
United States or taken adequate steps on
 
its own to prevent illicit drugs produced
 
or processed in or transported through
 
such country from being transported into
 
the United States, and to prevent and
 
punish drug profit laundering in the
 

that (b) the vital national
country, or 

interests of the United States require
 
the 	provision of such assistance?
 

3. 	Druq Act Sec. 2013. (This section N/A
 

applies to the same categories of
 
assistance subject to the restrictions in
 

FAA Sec. 481(h), above.) if recipient
 
country is a "major illicit drug
 

"major drug-transit
producing country" or 

country" (as defined for the purpose of
 

FAA Sec 481(h)), has the President
 
submitted a report to Congress listing
 
such country as one (a) which, as a
 
matter of government policy, encourages
 
or facilitates the production or
 
distribution of illicit drugs; (b) in
 

which any senior official of the
 

government engages in, encourages. or
 

facilitates the production or
 
(c) 	in
distribution of illegal drugs; 


which any member of a U.S. Government
 
agenc, has suffered or been threatened
 
with violence inflicted by or with the
 

or
comp'licity of any government officer: 

(d) which fails to provide reasonable
 
cooperation to lawful activities of U.S.
 

drug enforcement agents, unless the
 
President has provided the required
 
certification to Congress pertaining to
 

U.S. national interests and the drug
 
control and criminal prosecution efforts
 

of that country?
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4. FAA Sec. 620(c). if assistance is to a 

government, is the government liable as 

debtor or unconditional guarantor on any 

debt to a U.S. citizen for goods or 
services furnished or ordered where (a) 

such citizen has exhausted available 
legal remedies and (b) the debt is not 

denied or contested by such government? 

NO 

5. FAA Sec. 6p20(e)LLI. If assistance is to 

a government, has it (including any 

government agencies or subdivisions) 
taken any action which has the effect of 

nationalizing, expropriating, or 

otherwise seizing ownership or control of 

property of U.S. citizens or entities 

beneficially owned by them without taking 

steps to discharge its obligations toward 

such citizens or entities? 

NO 

6. FAA Secs. 620(a), 620(f), 620D; FY 1988 

Continuing ResolutinSec. 512. Is 
recipient country a Communist country? 
If so, has the President determined that 

assistance to the country is vital to the 

security of the United States, that the 

recipient country is not controlled by 

the international Communist conspiracy, 
and that such assistance will further 

promote the independence of the recipient 

country from international communism? 
Will assistance be provided directly to 

Angola, Cambodia, Cuba, Iraq, Libya, 

Vietnam, South Yemen. Iran or Syria? 

Will assistance be provided to 
Afghanistan without a certification? 

NO 

7. 

8. 

FAA Sec. 620(i).. Has the country 

permitted, or failed to take adequate 

measures to prevent, damage or 
destruction by mob action of U.S. 
property? 

FAA Sec. 620(1). Has the country failed 

to enter into an investment guaranty 

agreement with OPIC? 

NO 

NO. AGREEMENT 1S IN 
FORCE (SEE TIAS 6227) 
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9. 	FAA Sec. 620(o); Fishermen's Protective 

Act of 1967 (as amended) Sec. .. (a) Has
 
the country seized, or imposed any
 
penalty or sanction against, any U.S.
 
fishing vessel because of fishing
 
activities in international waters?
 
(b) If so, has any deduction required by
 
the Fishermen's Protective Act been made?
 

10. 	FAA Sec. 620(g); FY 1988'ContinuinQ 

Resolution Sec. 518. (a) Has the
 
government of the recipient country been
 
in default for more than six months on
 
interest or principal of any loan to the
 
country under the FAA? (b) Has the
 
country been in default for more than one
 
year on interest or principal on any U.S.
 
loan under a program for which the FY
 
1988 Continuing Resolution appropriates
 
funds?
 

11. 	FAA Sec. 620(s). If contemplated 

assistance is development loan or to come 

from Economic Support Fund, has the
 
Administrator taken into account the
 
percentage of the country's budget and
 
amount of the country's foreign exchange
 
or other resources spent on military
 
equipment? (Reference may be made to the
 
annual "Taking Into Consideration" memo:
 
"Yes, taken into account by the
 
Administrator at time of approval of
 
Agency OYB." This approval by the
 
Administrator of the Operational Year
 
Budget can be the basis for an
 
affirmative answer during the fiscal year
 
unless significant changes in
 
cirnumstances occur.)
 

12. 	FAA Sec. 620(t). Has the country severed 

diplomatic relations with the United
 
States? If so, have relations been
 
resumed and have new bilateral assistance
 
agreements been negotiated and entered
 
into since such resumption?
 

NO
 

NO
 

ASSISTANCE ISNOT
 
DEVELOPMENT LOAN OR ES!
 

NO
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13. 	 FAA Sec. 620(u)2. What is the payment 

status of the country's U.N. 

obligations? If the country is in 

arrears, were such arrearages taken into 

account by the A.I.D. Administrator in
 
determining the current A.I.D.
 
Operational Year Budget? (Reference may
 
be made to the Taking into Consideration
 
memo.)
 

FAA 	Sec. 620A. Has the President
14. 

determined that the recipient country
 
grants sanctuary from prosecution to any
 
individual or group which has committed
 
an act of international terrorism or
 
otherwise supports international
 

terrorism?
 

15. 	FY 1988 Continuing Resolution Sec. 576. 


Has the country been placed on the list
 

provided for in Section 6(j) of the
 
Export Administration Act of 1979
 
(currently Libya. Iran, South Yemen,
 
Syria, Cuba, or North Korea)?
 

16. 	ISDCA of 1985 Sec. 552(b). Has the 


Secretary of State determined that the
 
country is a high terrorist threat
 
country after the Secretary of
 
Transportation has determined, pursuant
 

to 	section 1115(e)(2) of the Federal
 
an airport in
Aviation Act of 1958. that 


the country does not maintain and
 

administer effective security measures?
 

Does the country
17. 	FAA Sec. 666(b). 

object, on the basis of race, religion,
 
national origin or sex, to the presence
 
of any officer or employee of the U.S.
 
who is present in such country to carry
 
out economic development programs under
 
the FAA?
 

669, 67. Has the country,
18. 	FAA Secs. 

after August 3, 1977, delivered to any
 
other country or received nuclear
 
enrichment or reprocessing equipment.
 
materials, or technology, without
 
specified arrangements or safeguards, and
 
without special certification by the
 
President? Has it transferred a nuclear
 
explosive device to a non-nuclear weapon
 
state, or if such a state, either
 

received or detonated a nuclear explosive
 
device? (FAA Sec. 620E permits a special
 
waiver of Sec. 669 for Pakistan.)
 

LESOTHO IS NOT DELINQUENT
 

WITH RESPECT TO SUCH
 
OBLIGATIONS FOR PURPOSES
 
OF ART. 19, UN CHARTER
 

NO
 

NO
 

NO
 

NO
 

NO
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19. 	FAA Sec. 670. If the country is a NO
 
on or
non-nuclear weapon state, has it, 


after August 8. 1985, exported 	(or
 
attempted to export) illegally 	from the
 
United States any material, equipment, or
 
technology which would contribute
 
significantly to the ability of a country
 

to manufacture a nuclear explosive device?
 

Was 	the country Yes. Lesotho was represent­20. 	ISDCA of 1981 Sec. /20. 

represented at the Meeting of Ministers ed at the subject meeting
 
of Foreign Affairs and Heads of 	 and to date has not dis-


Delegations of the Non-Aligned Countries associated itself from the 
to the 36th General Assembly of the U.N. C4arque. "misfactor 
on Sept. 25 and 28, 1981, and did it fail 	was taken into account by
 

the Administrator in
to disassociate itself from the 

communique issued? If so, has the 	 approving the FY88 OYB
 

President taken it into account? budget.
 
(Reference may be made to the Taking into
 

Consideration memo.)
 

?1. 	FY 1988 ContinuinQ Resolution Sec. 528. No
 

Has the recipient country been determined
 
by the President to have engaged in a
 
consistent pattern of opposition to the
 

foreign policy of the United States?
 

22. 	FY 1988 Continuing Resolution Sec. 513. No
 
Has 	the duly elected Head of Government
 
of the country been deposed by military
 
coup or decree? It assistance has been
 
terminated, has the President notified
 
Congress that a democratically elected
 
government has taken office prior to the
 
resumption of assistance?
 

23. 	FY 1988 Continuing Resolution Sec. 543. Yes
 
Does the recipient country fully
 
cooperate with the international refugee
 
assistance organizations, the United
 
States, 	and other governments in
 

to refugee
facilitating lasting solutions 

situations, including resettlement
 
without respect to race, sex, religion.
 
or national origin?
 

'1<
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B. FUNDING SOURCE CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. Development Assistance Country Criteria
 

FAA Sec. 116. Has the Department of No
 
State determined that this government has
 
engaged in a consistent pattern of gross
 
violations of internationally recognized
 
human rights? If so, can it be
 
demonstrated that contemplated assistance
 
will directly benefit the nee'3y?
 

FY 1988 Continuing Resolution Sec. 538.
 
Has the President certified that use of
 
DA funds by this country would violate
 
any of the prohibitions against use of
 
funds to pay for the performace of
 
abortions as a method of family planning,
 
to motivate or coerce any person to
 
practice abortions, to pay for the
 
performance of involuntary sterilization
 
as a method of family planning, to coerce
 
or provide any financial incentive to any
 
person to undergo sterilizations, to pay
 
for any biomedical research which
 
relates, in whole or in part, to methods
 
of, or the performance of. abortions or
 
involuntary sterilization as a means of
 
family planning?
 

2. Economic Support Fund Country Criteria N/A
 

FAA Sec. S02B. Has it been determined N/A
 
that the country has engaged in a
 
consistent pattern of gross violations of
 
inteinationally recognized human rights?
 
If so. has the President found that the
 
country made such 3ignificant improvement
 
in its human rights record that
 
furnishing such assistance is in the U.S.
 
national interest?
 

FY 1988 Continuing Resolution Sec. 549. N/A
 
Has this country met its drug eradication
 
targets or otherwise taken significant
 
stepE to halt illicit drug production or
 
trafficking?
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5C(2) - PROJECT CHECKLIST
 

Listed below are statutory criteria applicable
 
to projects. This section is divided into 
two
 
parts. Part A includes criteria applicable to
 
all projects. Part B applies to projects funded
 
from specific sources only: B(1) applies to all
 
projects funded with Development Assistance;
 
B(2) applies to projects funded with Development
 
Assistance loans; and B(3) applies to projects
 
funded from ESF.
 

CROSS REFERENCES: 	15 COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM 
 Yes
 

CHECKLIST BEEN REVIEWED FOR
 
THIS PROJECT? Yes
 

A. GENERAL CRITERIA FOR PROJECT
 

1. 	FY 1988 Continuing Resolution Sec. 523; CN was submitted on May 13, 
FAA Sec. 634A. If money is sought to 1988 and the 15 day waiting 
obligated for an activity not previously period expired without 
justified to Congress. or for an amount objection an May 28, 1988. 
in excess of amount previously justified 
to Congress. has Congress been properly 
notified?
 

2. 	FAA Sec. 611(a)(1). Prior to an Yes
 
obligation in excess of $500,000, will
 
there be (a) engineering, financial or
 
other plans necessary to carry out the
 
assistance, and (b) a reasonably firm
 
estimate of the cost to the U.S. of the
 
assistance?
 

3. 	FAA Sec. 611(a)(2). If legislative The LAPSP is part of a
 
action is required within recipient program& hich has already
 
country, what is the basis for a been approved by the GOL.
 

reasonable expectation that such action
 
will be completed in time to permit
 
orderly accomplishment of the purpose of
 
the assistance?
 



4. 


5. 


6. 

7. 

8. 


9. 
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FAA Sec. 611(b); FY 1988 Continuing N/A
 
Resolution Sec. 501. If project is for
 
water or water-related land resource
 
construction, have benefits and costs
 
been computed to the extent practicable
 
in accordance with the principles.
 
standards, and procedures established
 
pursuant to the Water Resources Planning
 
Act (42 U.S.C. 1962, _. I&&.)? (See
 
A.I.D. Handbook 3 for guidelines.)
 

FAA Sec. 611(e). If project is capital N/A
 
assistance (e.g., construction), and
 

total U.S. assistance for it will exceed
 
$1 million, has Mission Director
 
certified and Regional Assistant
 
Administrator taken into consideration
 

the country's capability to maintain and
 The assistance is more 
utilize the project effectively? 


appropriately disbursed
 

Is project susceptible to directly to the GOL, because 
FAA Sec. 209. 

it is the GOL that will bear
 part of regional or
execution as 

the cost of implementing theIf so. why is
multilateral project? 
 However,
 

so executed? Information and policy reform. 
project not 

conclusion whether assistance will 


encourage regional development programs. 


FAA Sec. 601(a). Information and 
projects willconclusions on whether 


encourage efforts of the country to: 

(a) increase the flow of international 

(b) foster private initiative and
trade; 

competition; (c) encourage development
 
and use of cooperatives, credit unions, 

and savings and loan associations; 

(d) discourage monopolistic practices; 

(e) improve technical efficiency of 


in~ustry, agriculture and commerce; and 


(f) strengthen free labor unions. 


FAA Sec. 601(b). Information and 

c) enable

conclusions on how project will encourage stock marketing; 

U.S. private trade and investment abroad ag input supply agency to 

and encourage private U.S. participation beccme an Apex Cooperative; 

in foreign assistance programs (including d) discourage monopolistic 

of private trade channels and the
use 

services of U.S. private enterprise). 

612(b), 636(h). Describe stepsFAA Secs. 

taken to assure that, to the maximum 

extent possible, the country is 


Lesotho has responsibility
 
for soil and water conserv­
atiostrtin hweir, at tE 
demonstration here that the 
program's reforms promote 
conservation will be a model 
for similar reforms in other 
SADCC member countries.
 

Policy Reforms will a) mini­
rally increase Regional 
Trade inmedium and long 
term; b) Foster private 
initiate and cacrpetition by 
privatizing a goverrnent 
parastatal for agricultural
 
inpus &--d L-ro',_ live­

practices by ensuring cpe-. 
caTpetiticn in prrviding 
Ag inputs; e) will improve 
tech. effcin.Y in agri­
culture by renoval of in­
efficient subsidies and
 

the increased availability of 
contributing local currencies to meet 


goods fra7 coran ca-petition:
cost of contractual and other services, 


and foreign currencies owned by the U.S. and f) v.-ill not affect labor
 
unlcrs.
lieu of dollars.
are utilized in 
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8. 	 The selected Policy Reforms will 

not affect US private trade or 
investment. 

9. 	 US does not own Maloti. The GOL 
is contributing GOL-owned Maloti 
toward the program purpose in an 
amoxnt equal to the anount of the 
U.S. dollar disbursements. 
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10. 	FAA Sec. 612(d). Does the U.S. own No
 
excess foreign currency of the country
 
and, if so, what arrangements have been
 
made for its release?
 

11. 	FY 1988 Continuing Resolution Sec. 521. No
 
If assistance is for the production of
 
any commodity for export. is the
 
commodity likely to be in surplus on
 
world markets at the time the resulting
 
productive capacity becomes operative.
 
and is such assistance likely to cause
 
substantial injury to U.S. producers of
 
the 	same, similar or competing commodity?
 

12. 	FY 1988 Continuing Resolution Sec. 553. No
 
Will the assistance (except for programs
 
in Caribbean Basin Initiative countries
 
under U.S. Tariff Schedule "Section 807."
 
which allows reduced tariffs on articles
 
assembled abroad from U.S.-made
 
components) be used directly to procure
 
feasibility studies, prefeasibility
 
studies, or project profiles of potential
 
investment in. or to assist the
 
establishment of facilities specifically
 
designed 	for, the manufacture for export
 

third country
to the United States or to 

markets in direct competition with U.S.
 

exports, of textiles, apparel, footwear.
 
handbags, flat goods (such 	as wallets or
 
coin purses worn on the person), work
 
gloves or leather wearing apparel?
 

13. 	FAA Sec. 19(o)(C4-(6). Will the No
 
assistance (a) support training and
 
education effo.,:ts which improve the
 

capacity of recipient countries to
 
prevent loss of biological diversity;
 
(b) be provided under a long-term
 
agreement in which the recipient country
 
agrees to protect ecosystems or other
 

wildlife habitats; (c) support efforts
 
to identify and survay ecosystems in
 
recipient countries worthy of
 
protection; or (d) by any direct or
 
indirect means significantly degrade
 
national parks or similar protected areas
 
or introduce exotic plants or animals
 
into such areas?
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14. 	FAA 121(d). If a Sahel project, has a N/A
 
determination been made that the host
 
government has an adequate system for
 
accounting for and controlling receipt
 
and expenditure of project funds (either
 
dollars or local currency generated
 
therefrom)?
 

15. 	FY 1988 ContinuinQ Resolution. If N/A
 
assistance is to be made to a United
 
States PVO (other than a cooperative
 
development organization). does it obtain
 
at least 20 percent of its total annual
 
funding for international activities from
 
sources other than the United States
 
Government?
 

If N/A
16. 	FY Continuing Resolution Sec. 541. 


assistance is being made available to a
 
PVO. has that organization provided upon
 
timely request any 8ocument. file. or
 
record necessary to the auditing
 
requirements of A.I.D.. and is the PVO
 
registered with A.I.D.?
 

17. 	FY 1988 Continuing Resolution Sec. 514. N/A
 
If funds are being obligated under an
 
appropriation account to which they were
 
not appropriated, has prior approval of
 
the Appropriations Committees of Congress
 
been obtained?
 

18. 	FY Continuing Resolution Sec. 515. If N/A
 
deob/reob authority is sought to be
 
exercised in the p:ovision of assistance.
 
are the funds being obligated for the
 
same general purpose. and for countries
 
within the same general region as
 
originally obligated, and have the
 
Appropriations Committees of both Houses
 
of.Congress been properly notified?
 

19. 	State Authorization Sec. 139 (as L/T and LEG will be
 
interpreted by conference report). Has notified vhen the agreements
 
confirmation of the date of signing of are signed.
 
the project agreement, including the
 
amount involved, been cabled to State L/T
 
and A.I.D. LEG within 60 days of the
 
agreement's entry into force with respect
 
to the United States, and has the full
 
text of the agreement been pouched to
 
those same offices? (See Handbook 3,
 

Appendix 6G for agreements covered by
 
this provision).
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B. FUNDING CRITERIA FOR PROJECT
 

1. Development Assistance Project Criteria
 

a. 	FY 1988 Continuing Resolution Sec. 

552 (as interpreted by conference
 
report). If assistance is for
 

agricultural development activities
 

(specifically. any testing or
 

breeding feasibility study. variety
 

improvement or introduction,
 
consultancy, publication, conference,
 

are 	such activities (a)
or training), 

specifically and principally designed
 
to increase agricultural exports by
 

the host country to a country other
 

than the United States. where the
 

export would le-ad to direct
 
competition in that third country
 

a similar commodity
with expor*ts of 

grown or produced in the United
 

can the activities
States, and 

reasonably be expected to cause
 

substantial injury to U.S. exporters
 

of a similar agricultural commodity;
 
(b) 	in support of research that is
or 


intended primarily to benefit U.S.
 

producers?
 

b. 	 FAA Secs. 102(b), 111,113, 281(a). 

Describe extent to which activity 

will (a) effectively involve the poor 
access to
in development by extending 


local level, increasing
economy at 

labor-intensive production and the 


use of appropriate technology. 

dispersing investment from cities to 


towns and rural areas, and
small 


No
 

The LAPSP provides for dev­
elopment of a national
 
grazing fee system which
 

includes recycling of
 
revenues for local develop­

a moremerit 	activities and 
efficiet and effective 
market mechanism for distri­
bution of appropriate agri­
cultural inputs in the rural 
areas of Lesotho which are 
populated predcannantely 
by wcnen who are small 
farmers. Additic*,adly, the 
national grazing fee system 
will serve as a model for 
replication by other SP.AY-'C 
countries in their natural
 
resource conservation. 
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insuring wide participation of the
 
poor in the benefits of development
 
on a sustained basis, using
 
appropriate U.S. institutions;
 
(b) help develop cooperatives,
 
especially by technical assistance.
 
to assist rural and urban poor to
 
help themselves toward a better life,
 
and 	otherwise encourage democratic
 
private and local governmental
 
institutions; (c) support the
 
self-help efforts of developing
 
countries; (d) promote the
 
participation of women in the
 
national economies of developing
 
countries and the improvement of
 
women's status; and (e) utilize and
 
encourage regional cooperation by
 
developing countries.
 

c. 	FAA Secs. 103, 103A. 104, 105. 106, Yes
 
120-21. Does the project fit the
 
criteria for the sourc.e 
of funds
 
(functional account) being used?
 

d. 	FAA Sec. 107. is emphasis placed on Yes
 
use 	of appropriate technology
 
(relatively smaller, cost-saving,
 
labor-using technologies that are
 
generally most appropriate for the
 
small farms, small businesses, and
 
small incomes of the poor)?
 

e. 	FAA Secs. 110. 124(d). Will the Yes
 
recipient country provide at least 25
 
percent of the costs of the program,
 
project, or activity with respect to
 
which the assistance is to be
 
furnished (or is the latter
 
cost-sharing requirement being waived
 
for a "relatively least developed"
 
country)?
 

f. 	FAA Sec. 128(b). If the activity Yes
 
attempts to increase the
 
institutional capabilities of private
 
organizations or the government of
 
the country, or if it attempts to
 
stimulate scientific and
 
technological research, has it been
 
designed and will it be monitored to
 
ensure that the ultimate
 
beneficiaries are the poor majority?
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g. FAA Sec. 28!(b . Describe extent to 
which program recognizes the 
particular needs, desires, and 
capacities of the people of the 
country; utilizes the country's 
intellectual resources to encourage 
institutional development; and 
supports civil education and training 
in skills required for effective 
participation in governmental 
processes essential to 
self-government. 

PolicyRefonnactions 
respond to specific 
Govemnent requests and 
will complement planned 
prograns of the Ministry 
of Agriculture. 

h. FY 1988 Continuing Resolution Sec. 
538. Are any of the funds to be used 
for the performance of abortions as a 
method of family planning or to 
motivate or coerce any person to 
practice abortions? 

No 

Are any of the funds to be used to 
pay for the performance of 
involuntary sterilization as a method 
of family planning or to coerce or 
provide any financial incentive to 
any person to undergo sterilizations? 

No 

Are any of the funds to be used to 
pay for any biomedical research which 
relates, in whole or in part, to 
methods of, or the performance of, 
abortions or involuntary 
sterilization as a means of family 

No 

planning? 

i. FY 1988 Continuinq Resolution. Is 
the assistance being made available 
to any organization or program which 
has been determined to support or 
participate in the management of a 
program of coercive abortion or 
involuntary sterilization? 

No 

If assistance is from the population 
functional account, are any of the 
funds to be made available to 
voluntary family planning projects 
which do not offer, either directly 
or through referral to or information 
about access to, a broad range of 
family planning methods and services? 

N/A 



j. 	FAA Sec. 601(e). Will the project Yes
 
utilize competitive selection
 
procedures for the awdrding of
 
contracts, except where applicable
 
procurement rules allow otherwise?
 

k. 	FY 1988 Continuing Resolution. What Normal A.I.D. contracting
 
portion of the funds will be procedures will be
 
available only for activities of followed.
 
economically and socially
 
disadvantaged enterprises.
 
historically black colleges and
 
universities, colleges and
 
universities having a student body in
 
which more than 20 percent of the
 
studen's are Hispanic Americans. and
 
private and voluntary organizations
 
which are controlled by individuals
 
who are black Americans. Hispanic
 
Americans, or Native Americans, or
 
who are economically or socially
 
disadvantaged (including women)?
 

1. 	FAA Sec. 118(c). Does the assistance A categorical exclusion
 
comply with the environmental has been approved for
 
procedures set forth in A.I.D. A.I.D. appropriated funxis.
 
Regulation 16? Does the assistance
 
place a high priority on conservation
 
and 	sustainable management of
 

tropical forests? Specifically. does
 
the 	assistance, to the fullest extent
 
feasible: (a) stress the importance
 
of conserving and sustainably
 
managing forest resources; (b)
 
support activities which offer
 

employment and income alternatives to
 
those who otherwise would cause
 
destruction and loss of forests, and
 
help countries identify and implement
 
alternatives to colonizing forested
 
areas; (c) support training
 
programs, educational efforts, and
 
the establishment or strengthening of
 

institutions to improve forest
 

management; (d) help end destructive
 
slash-and-burn agriculture by
 
supporting stable and productive
 
farming practices; (e) help conserve
 
forests which have not yet been
 
degraded by helping to increase
 
production on lands already cleared
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or degraded; (f) conserve forested
 

watersheds and rehabilitate those
 

which have been deforested; (g)
 

support training, research, and other
 
sustainable and
actions which lead to 


more environmentally sound practices
 

for timber harvesting, removal, and
 
(h) 	support research to
processing; 


expand knowledge of tropical forests
 

and identify alternatives which will
 
or
prevent forest destruction, loss, 


(i) 	conserve biological
degradation; 

diversity in forest areas by
 

supporting efforts to identify,
 
establish, and maintain a
 
representative network of protected
 
tropical forest ecosystems on a
 

worldwide basis, by making the
 
a
establishment of protected areas 


support for activities
condition of 

involving forest clearance or
 

degradation, and by helping to
 

identify tropical forest ecosystems
 

and species in need of protection and
 

establish and maintain appropriate
 
(j) 	seek to
protected areas; 


increase the awareness of U.S.
 
government agencies and other donors
 
of the immediate and long-term value
 

and 	(k)/utilize
of tropical forests; 

the resources and abilities of all
 
relevant U.S. government agencies?
 

N/A
m. 	FAA Sec. 118(c)(13%. If the 

assistance will support a program or
 

project significantly affecting
 
tropical forests (including projects
 
involving the planting of exotic
 
plant species), will the program or
 
project (a) be based upon careful
 

analysis of the alternatives
 
available to anhieve the best
 

of the land, and
sustainable use 

(b)/take full account of the
 

environment3l impacts of the proposed
 

activities on biological diversity?
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n. FAA Sec. 118(c)(14). Will assistance No 

be used for (a) the procurement or 
use of logging equipment. unless an 

environmental assessment indicates 
that all timber harvesting operations 
involved will be conducted in an 
environmentally sound manner and that 
the proposed activity will produce 
positive economic benefits and 
sustainable forest management 
systems; or (b) actions which will 
significantly degrade national parks 
or similar protected areas which 
contain tropical forests, or 
introduce exotic plants or animals 
into such areas? 

o. FAA Sec. 118(c)(15). Will assistance 
be used for (a) activities which 
would result in the conversion of 

No 

forest lands to the rearing of 
livestock; (b) .the construction, 
upgrading, or maintenance of roads 
(including temporary haul roads for 
logging or other extractive 
industries) which pass through 
relatively undegraded forest lands; 
(c) the colonization of forest lands; 
or (d) the construction of dams or 
other water control structures which 
flood relatively undegraded forest 
lands, unless with respect to each 
such activity an environmental 
assessment indicates that the 
activity will contribute 
uignitiofntly and directly to 
improving the livelihood of the rural 
poor and will be conducted in an 
environmentally sound manner which 
supports sustainable development? 

p. TY 1988 Continuing Resolution 
assistance will come from the 

If Yes 

Sub-Saharan Africa DA account, is it 
(a) to be used to help the poor 
majority in Sub-Saharan Africa 
through a process of long-term 
development and economic growth that 
is equitable. participatory, 
environmentally sustainable, and 
self-reliant; (b) being provided in 
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accordance with the policies
 
the FAA;
contained in section 102 of 


(c) being provided, when conistent
 

with the objectives of such
 
assistance, through African, United
 

States and other PVOs that have
 

demonstrated effectiveness in the
 

local grassroots
promotion of 

activities on behalf of long-term
 

development in Sub-Saharan Africa;
 

(d) being used to help overcome
 
shorter-term constraints to long-term
 

development, to promote reform of
 

sectoral economic policies, to
 

support the critical sector
 
priorities of agricultural production
 

and natural resources, health.
 

voluntary family planning services,
 

education, and income generating
 
bring about
opportunities. to 


appropriate sectoral restructuring 
of
 

the Sub-Saharan African economies, 
to
 

support reform in public
 
administration and finances and 

to
 

establish a favorable environment for
 

individual enterprise and
 

self-sustaining development, and 
to
 

take into account, in assisted policy
 

reforms, the need to protect
 
(e) being used to
vulnerable groups; 


increase agricultural production 
in
 

ways that protect and restore the
 

resource base, especially
natural 

food production, to maintain and
 

improve basic transportation and
 
to maintain
communication networks, 

resource base
and restore the natural 


in ways that increase agricultural
 

production, to improve health
 on

conditions with special emphasis 


meeting the health needs of mothers
 

and children, including the
 
self-sustaining
establishment of 


primary health care systems that 
give
 

priority to preventive care, to
 

provide increased access to voluntary
 

family planning services. to improve
 

basic literacy and mathematics
 

especially to those outside the
 
to


formal educational system and 


improve primary education, and 
to
 

develop income-generating

the unemployed and
opportunities for 


in urban and rural
underemployed 

areas?
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2. Development Assistance Proiect Criteria N/A
 
(Loans OnlY)
 

a. 	FAA Sec. 122(b). Information and
 
conclusion on capacity of the country to
 
repay the loan at a reasonable rate of
 
interest.
 

b. 	 FAA Sec. 620(d). If assistance is for
 

any productive enterprise which will
 
compete with U.S. enterprises, is there
 
an agreement by the recipient country to
 
prevent export to the U.S. of more than
 
20 percent of the enterprise's annual
 
production during the life of the loan.
 
or has the requirement to enter into such
 
an agreement been waived by the President
 
because of a national security interest?
 

c. 	FY 1988 Continuing Fesolution. If for a
 
loan to a private sector institution from
 
funds made available to carry out the
 
provisions of FAA Sections 103 through
 
106. will loan be provided, to the
 
maximun extent practicable, at or near
 
the prevailing interest rate paid on
 
Treasury obligations of similar maturity
 
at the time of obligating such funds?
 

d. 	FAA Sec. 122(b). Does the activity give
 
reasonable promise of assisting
 
long-range plans and programs designed to
 
develop economic resources and increase
 
productive capacities?
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3. Economic Support Fund Project Criteria N/A
 

a. 	 FAA Sec. S31(,a). Will this assistance
 
promote economic and political
 
stability? To the maximum extent
 
feasible, is this assistance consistent
 
with the policy directions, purposes, and
 
programs of Part I of the FAA?
 

b. FAA Sec. 531(e). Will this assistance be
 
used for military or paramilitary
 
purposes?
 

c. 	FAA Sec. 609. if commodities are to be
 
granted so that sale proceeds will accrue
 
to the recipient country, have Special
 
Account (counterpart) arrangements been
 
made?
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5C(3) - STANDARD ITEM CHECKLIST
 

Listed below are the statutory items which
 
normally will be covered routinely in those
 
provisions of an assistance agreement dealing
 
with its implementation, or covered in the
 
agreement by imposing limits on certain uses of
 
funds.
 

These items are arranged under the general
 
headings of (A) Procurement. (B) Construction.
 
and (C) Other Restrictions.
 

A. 	PROCUREMENT
 

1. FAA Sec. 602(a). Are there arrangements Yes
 
to permit U.S. small business to
 
participate equitably in the furnishing
 
of commodities and services financed?
 

2. FAA Sec. 604(a). Will all procurement be Yes
 
from the U.S. except as otherwise
 
determined by the President or under
 
delegation from him?
 

3. 	 FAA Sec. 604(d). If the cooperating Yes
 
country discriminates against marine
 
insurance companies authorized to do
 
business in the U.S., will commodities be
 
insured in the United 'States against
 
marine risk with such a company?
 

4. 	 FAA Sec. 604(e); ISDCA of 1980 Sec. N/A
 
705(a). If non-U.S. procurement of
 
agricultural commodity or product thereof
 
is to be financed, is there provision
 
against such procurement when the
 
domestic price of such commodity is less
 
than parity? (Exception where commodity
 
financed could not reasonably be procured
 
in U.S.)
 

5. 	FA. Scc. 604(c). Will construction or N/A
 
engineering services be procured from
 
firms of advanced developing countries
 
which are otherwise eligible under Code
 
941 and which have attained a competitive
 
capability in international markets in
 
one of these areas? (Exception for those
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countries which receive direct economic
 

assistance under the FAA and permit
 

United States firms to compete for
 

construction or engineering services
 
financed from assistance programs of
 

these countries.)
 

6. 	FAA Sec. 603. Is the shipping excluded No
 

from compliance with the requirement in
 

section 901(b) of the Merchant Marine Act
 

of 1936, as amended, that at least
 

50 percent of the gross tonnage of
 
commodities (computed separately for dry
 
bulk carriers, dry cargo liners, and
 
tankers) financed shall be transported on
 

privately owned U.S. flag commercial
 
vessels to the extent such vessels are
 

fair and reasonable rates?
available at 


7. 	FAA Sec. 621(a). If technical assistance Yes
 

is financed, will such assistance be
 

furnished by private enterprise on a
 
to the fullest extent
contract basis 


Will the facilities and
practicable? 

N/A
resources of other Federal agencies be 


utilized, when they are particularly
 

suitable, not competitive with private
 

enterprise, and made available without
 

undue interference with domestic programs?
 

8. 	 International Air Transportation Fair DFA prcureient procedures
 
will be followed.
Competitive Practices Act, 1971. If air 


or property is
transportation of persons 


financed on grant basis, will U.S.
 
to the extent such
carriers be used 


service is available?
 

9. 	FY 1988 Continuing Resolution Sec. 504. Yes
 
If the U.S. Government is a party to a
 

contract for procurement. does the
 

contract contain a provision authorizing
 
termination of such contract for the
 

the 	United States?
convenience of 


FY 1988 Continuinq Resolution Sec. 524. Yes
10. 

If assistance is for consulting service
 

through procurement contract pursuant to
 
are 	contract expenditures
5 U.S.C. 3109, 


a matter of public record and available
 
for public inspection (unless otherwise
 
provided by law or Executive order)?
 



N/A
B. 	CONSTRUCTION 


1. 	FAA Sec. 601(d). If capital (e.g.,
 
construction) project, will U.S.
 
engineering and professional services be
 
used?
 

2. 	F&AA Sec. 611(c). ;f contracts for
 
construction are to be financed, will
 
they be let on a competitive basis to
 
maximum extent practicable?
 

3. 	F&AA Sec. 620(k). If for construction of
 
productive enterprise, will aggregate
 
value of assistance to be furnished by
 
the U.S. not exceed $100 million (except
 
for productive enterprises in Egypt that
 
were described in the CP). or does
 
assistance have the express approval of
 
Congress?
 

C. 	OTHER RESTRICTIONS
 

1. 	FAA Sec. 122(b). If development loan N/A
 
repayable in dollars, is interest rate at
 
least 2 percent per annum during a grace
 
period which is not to exceed ten years,
 
and at least 3 percent per annum
 
thereafter?
 

2. 	FAA Sec. 301(d). If fund is established N/A
 
solely by U.S. contributions and
 
administered by an international
 
organization. does Comptroller General
 
have audit rights?
 

3. 	FAA Sec. 620(h). Do arrangements exist Yes
 
insure that United States foreign aid
to 


is not used in a manner which, contrary
 
tor the best interests of the United
 

States, promotes or assists the foreign
 
aid 	projects or activities of the
 
Communist-bloc countries?
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4. Will arrangements preclude use of 

financing: 

a. FAA Sec. 104(f); FY 1987 Continuing 
Resolution Secs. 525. 538. (1) To 

pay for performance of abortions as a 

method of family planning or to 

motivate or coerce persons to 

practice abortions; (2) to pay for 

performance of involuntary 
sterilization as method of family 

planning. or to coerce or provide 
financial incentive to any person to 
undergo sterilization; (3) to pay for 
any biomedical research which 
relates, in whole or part, to methods 
or the performance of abortions or 
involuntary sterilizations as a means 
of family planning; or (4) to lobby 
for abortion? 

Yes 

b. FAA Sec. 4"83. To make reimburse-
ments, in the form of cash payments, 
to persons whose illicit drug crops 
are eradicated? 

Yes 

c. FAA Sec. 620(g). To compensate 
owners for expropriated or 
nationalized property. except to 
compensate foreign nationals in 
accordance with a land reform program 
certified by the President? 

Yes 

d. FAA Sec. 660. To provide training, 
advice, or any financial support for 

police, prisons, or other law 
enforcement forces, except for 
narcotics programs? 

Yes 

e. FAA Sec. 662. For CIA activities? Yes 

f. FAA Sec. 66(i). For purchase, sale, 
long-term lease, exchange or guaranty 
of the sale of motor vehicles 
manufactured outside U.S., unless a 

waiver is obtained? 

DFA procurement procedures 
will be followed. 
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g. FY 1988 Continuing Resolution Sec. 
503. To pay pensions, annuities, 
retirement pay, or adjusted service 

compensation for prior or current 

military personnel? 

Yes 

h. FY 1988 Continuing Resolution Sec. 
505. To pay U.N. assessments, 
arrearages or dues? 

Yes 

i. FY 1988 Continuing Resolution Sec. 
506. To carry out provisions of FAA 

section 209(d) (transfer of FAA funds 

to multilateral organizations for 

lending)? 

Yes 

j. FY 1988 Continuing Resolution Sec. 
510. To finance the export of 

nuclear equipment, fuel. or 

technology? 

Yes 

k. FY 1988 Continuing Resolution Sec. 
511. For the purpose of aiding the 

efforts of the government of such 

country to repress the legitimate 
rights of the population of such 

country contrary to the Universal 

Declaration of Human Rights? 

Yes 

1. FY 1988 Continuing Resolution Sec.-
516; State Authorization Sec. 109. 

To be used for publicity or 

propaganda purposes designed to 

support or defeat legislation pending 

before Congress, to influence in any 

way the outcome of a political 
election in the United States, or for 

any publicity or propaganda purposes 

not authorized by Congress? 

Yes 
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MORE CEFINITIVE FIGUFES. TOE MISSION wS COMMENDED ONA 
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ISCONSISTENCY DETWEENTHE AEPAP ANDSAFACONDITIONS, 
-AND THAT THE PROGRAMSCOnPLEMENT ONE ANOTHER. 


ADDITIONALLY, THE POSSIBILITY OFTHE WORLD BANK 


OF THEACTIVITIES ORIGINRLLY PROPOSED IN 

THEFAIP SHOULDBEEXPLORED.THE PAADTEAMSHOULD 

CODICiNATE ITS EFFORTS WITHIIRD 

FINANCING SOME 

0NAND 0 	 UPDATE THE 

RE INCLUDEDSAVASHOULD INTHEPAAD. 

PROGRAMMING: MONE DETAILED PPC -SAID'STAFF 

'U .UIDANCE LOCA1- PRONRAMM Ow I N 
4. LOCALCURRENCY WHILE 

C - CURRENCY. INOWILL- FOLL -

SEPTEL, THE BASIC OPTIONS FOR LOCAL:CURRENCY. PROGRAMMING 

ENTAILS 
-UISTANTIAL MONITORING RESPOIIILITIES; I) SECTORAL 
INCLUDE: A) PROJECTIZING SFFUNDS,WHICH 

ON 

SUPPORT; AND C)A COMINATION OFTHE TIgHT 
PROJECTIZATION ANDLOOSERSECTORAL/PROGRAM SUPPORT 
PROGRAM 

AIOUTTHE
APPROACHES. AT THE ECPR, THERE WAS CONCERN 


MANAGEMENT 

:PAIP'S PROPOSED FORLOCAL INS4UPPORT 
ADDiTIONAL MISSION OURDENIMPOSEDI THE -

USES CURRENCY OF 
ECONOMIC REFORMS (PP2123). SOME OF ITEMSICOULD BE 

BEPROJECTANDTHESESHOULDPROGRAMMED UNDER THELAPIS 
.RFORM
*IDENTIFIED AS SUCH. MORE GENERALLY, INDEVELOPING THE 


PAAD THE MISSION SHOULD CAREFULLY ASSESS WHAT PARTS OF 


THE PROGRAM NEED TOIBEPROJECTIZED. ITSHOULD BECLEAR 

THE SOL ISTHE IMPLEMENTING BODY FOR ALL 

PROGRAM/SECTORAL ACTIVITIES. ALSO, MISSION SHOULp BE 

AWAiE THAT DIFFERENT REQUIREMENTS MIGHT FLOW.FROM 

DIFFERENT CASH TRANSFER MECHANISMS. 

1. NUMBER, COMPLEXITY AND DEPTH OF REFORM ACTIONS: THE 


PAIP. CURRENTLY INCLUDESA TOTAL 
OF 23 DISCRETE ACTIONS. 


INCLUDE SUCH COMPLEX TASKS AS ESTAiLISHMENT OF ATHESE 

ASSETS,
LINE OF-CREDIT, SELL OFF OF COOP LESOTHO 

PRIVATIZATION OF THE NATIONAL ABATTOIR, AND INSTITUTION 


OF GlNATINO THE-PAAO TEAM SHOULD REVIEW THE
FEES. 


O W' -L'I:4TH FEA: ILE AN-

NECESSARY FOR A BASIC REFORM PACKAGE. 
PROPOSED A:TIONt INLIGXP' 


THE PACKAGE 


SHOULD BE SIMPLIFIED TO INCLUDE ONLY WHAT IS ESSENTIAL 

TO GET BASIC REFORMS UNDEP WAY. FOR INSTANCE, IS . 

IMMEDIATE INVOLVEMENT WITH THE AIATTOIR AND/OR FEEDLOT 


COMPLEX NECESSART FO; IASIC LIVESTOCK REFORM OR CAN THE 


FACILITIES FUNCTION ADEQUATELY FOR NOV AND THEIR 


SHORT-COMINCS BE ADCRESSEO AT A LATER DATE?
 

ADDITIONALLY THE VICUNT O, TIME REQ'JIRD TO CCMPLETE 
SOME OFTHE lIORECOMPLE; ACTIVITIES NEEDS TO BE 

REASSESSEC.
 

,TNEIt9. SEQUENCING ANDOTIMING OF REFORM ACTIONS AND 
.:" .	 .... E: SIU: 

ASIINSh 

ENSURE'LEHERAGE 'FORALLDESIRED ACTION:,. FOR EXAMPLE 


S I 


RIEFORM AUDD~:4 ''T A:-TIME: ::ASTo 

P. I1I,ONE EFOAISV ION IS A GOL COMMITPENT FOR A 


Or FEPTILIZER SUI:IDIES. 


, HOWEVEr, THERE IS NO 

YEAH PRDGRESIVE REMOV--L
*FOUR 

1IEDTO ACT41.
: IIBt 

FINAL PROG[AM
IMPLEMENTATION OFIRNISCOMITMEhT. 


DI-BUR:EMENT.SHOULD NO1 BE SCHEDLED PRIOR TO FULL 

REMCVAL OF THEE LU:iDIES wl: tfo OlrER :UCS GO. •1. 

COMMITMENT:.-INI. WILL pEQAt-:EITHEF SHORTENINS OF THE 
1.EMEN..
IMPLEMENTATION PIRIODO0 EXTEH:IONI Or TOE OI:U: 

ANOTHERElAMPLE 1*5INTISE LI VET%: MAHAG-ttNT PCLI.AE 
(P.I~) *APF;OVL- 0 N1Th ICsL GPI-ZIH'j FEE4f:TEN AT 
THE HIGHE:T LEVEL: Or THEGvFET,. ISC0RIENTLY 
Li.STEO TPPE ACT*ION. INE THIS APPROVALA: A S.ECOIID . 

EEm: E .INTIAI TOTOE"U"' Or THE PPOrO'.L 1T SI4OVLV 

HECE;VIRES IN FIR I TF-NI'H PEPICS .E 

11 MI00FItI, tA' FV4VALAII Fit' CRITICAL TO TOE 

~ PiA?,1Or A DETAILET MJNtITOIK' £. AND C 1, E), 

4437 143617 A103 
TRIS PLAN SHOULD SPECIFY VERIFIABLE INOICAIORtS THAT ARE 

TARGETED I TERMS OF QUANTITY, QUALITY AND TIME FOR EACH
 

OFTHE 	TRA 


STATE 	31114 


ICHE BENCHMARKS. THE PAD SHOULD INCLUDE A M
 
N


EE PLAN AND BUDGET, IDENTIFYING PERSOhIdEL REOUIREME TS
 

TO INSTITUTE THEEVALUATIONSYSTEMANDMEANSOF
 

VERIFICATION AGREEDUPONJOINTLY Y THE 6OL AND USAID.
 

MIAHAIGWMENT:WAS THATTHE 
MIGHT NOT HAVETHE APPROPRIATE NIX OFSKILLS 

It. PROJECT THERE CONCERN 

AND-TE STAFFPLUSPROPOSED.RESIDEH TECHHICAL-

ASSISTANCE 1IO:T IBEINSUFFICIENT FORTHECURRENTLY
 

POSEPRRAM. CADDITIONALLY,, THEGOL'S3CAPACITY "TO 
OL
iLEnOT THEREFORMS IS UNCLEAR. MISSION AND - -

STAFFING REQUIREMENTS AND .AND GOL REPORTING 

ACCU1AOUTAILITYNEEDTOBEASSESSEDANDADDRESSEOISSUES 
II THE 	PAAO. 

13. AMAILABILITY Of CREDIT: A[KEY ELEMENT IN THE
 

SUCCESSFUL IMPLEMENTATION OFTHE PRIVATIZATION 'T 
Z.
 
NAY EN AVAILABILITY OF CREDIT TO SMALL PRIVATE
 

ENTREPRENURS. 	 IT IS UNDERSJOOOINTEREST RATE POLICY 

AND LOANGUARANTEE MAYBE-INTRODUCEDmiCHANISms 
ERD PROGRAM ANO THE PAIP ALREADY PROPOSES A LINE
 

OF CREDIT TO LOCAL BANKSL HOWEVER THERE IS A NEED FOR A
 

CLEARER UNDERSTANDING OF WIHETHER 


- INTHE 

THERE WILL BE
 

SUFFICIENT ACCESS TO CREDIT TO FINANCE PRIVATIZAT-ON
 

INITIATIVES AND WHETHER THERE ARELIKELY TO BEB'.:!C
 

A4AINST$SALL LOCAL IORROWERS. 
THE PAAD TEAM SHOULD 

ASSESS: TO VHAT DEGREE ACCESS TO CREDT IS APROBLEM; IF 

IT ISA POLICY AND/OR INSTITUTIONAL ISSUE; NOW LACK Of 

ACCESS BY SMALL LOCAL ETREPREHEURS WOULD AFFECT PROGRAM 

ACNIEEMENTS; AND WHAT, IF ANYTHING, CAN BE DONEWITHIN 

THE AEPIP PROGRAM TO ENSURE CREDIT AVAILABILITY TO SMALL
 

LOCAL ENTREPRENEURS FOR PRIVATIZATION.
 

I"A 


REVIEW OF THE REFORM ACTIONS REQUIRED AND THEIR
 
14. LIVESTOCKMNAC,"EN. IN A,,ITION TCI A't 

SEOUENCI*G THE FOLLOWING ITEM, SHOULD BE EXPLORED BY THE
 

PhAC TEAM: I) INVESTIGATION OF.THE PATTERN OF LIVESTOCK 

OWRSHIP AND ITSIMPLICATION FOR THE SUCCESS OF -HE 

REFORM PACKAGE AND THE EFFECT OfTHE PROPOSED GRA"ING .. 

FEE STRUCTURE ON SMALL HERDERS. :2) REVIEW OF THE TIME
 

TO EFFECT THE PEFORIS GIVEN PCLIT!C.AL
REQUIRED 
CHANGES RESUIRED.
SENSITIVITIES AND THE SOCIOLOGICAL 


IS, COOPLESOTVL. IN 4CDITION TO44~r:~L EL'Or 

AEFO.--M RE-1IFED 7HEIR 
*" 

LEAR
:~~?i
ACTION' Ali:, 
.1
UNTOE~DN IS'E:. . *0 

COOPWHETnER LE::!mC m~.;:: .;E % EE :. TC ­

"S~ SECTCR.
SOLD TO THEPRIVATE 

SIEN T E SHALL NUMBiR OF ACTIVE COOPERATIVES,
 
COOPERATIVES ORITS 

VIA SEYC^ PR-FEIZABIE. IN 

THIS CA; 
LI111II1ATIONTHESALE OFA::ETS 

THE PI-C TEA":°O'%O 'ITE .. !E"E TE , E ' 

ARE SrUFFCIENT POTENTIAL LOCL PRIVATE Sulr;. 

AIGW 	LOOS FOR-*-: TO REV:EUiV TOEF 

LNFOrTUkA.TELY THE MI-I,°S PRC'C:E: PALO OrvELOIr-

DATE:, 	Ell/1 -ii-", 
WiL' 0VE TO E! Ot.AfE 1,'1, 

14 HAtl A CLEtAIR ICE[.Or wwH1FiI~ :ANBE"H,:i 
m'LZAVAILAILE FORLESOINS tAEPF, PCCE4.1 LA': CL1 

.. 	 . f.i: r : ..-
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PASE I1 OF 14 STATE 172561 7813 517777 411711S STATE 072114 7123 117777 

COMPOIET AS A SAUCC ACTIVITY.ORIGIN Aill-Is 
............................. ................ .......
 

ASSISTANCE: DOLS. 

AFSA-13 AFOP-I6 rPA-12 AFT-I5 POPE-11 PPPlR-2 PROJECT ASSISTANCE WILL It FUNDEDFROMOFA/AIPRP. IT 
L PROJECT TN 2.25 MILLION IORIGIN OFFICE ArJjj 

INFO AAA-1I 
GC-I GCAF*I PPrA-1I PPDC-I1 STAG-92 PPI-11 SAST-S1 VILL MVEA PROJECT FACESNEET WICH WILL USEPROJECT 

AIP-il AGI-I1 SELO-I1 PIE-6 /143 A4 ALM NUMBER632-5224 AND NAMEOf LAPSP SUPPORTANDWILL 
----------------.*.................................................. REIEU A SEPUAT POJCT AUTMORIZATIOI. 

INFO LOG-61 Ar-U6 El-Il1 TRSE-I /I1 I 
ACTION: SAID/LESOTNO SIOULD PREPAREANDSIGN A PROJECT 

FACISEET. AID/U WILL PREPARE AUTHORIZATION. IOTN WILLDRAFTED IY:AIO/P0/SA:VGRARV:LN:119L 
FOLLOW DIRECTLV AFTER THE PRADFACSLiEET WITHIN TNeAPPROVED IY:AIDIAA/ARF:L$AI[RS 
LAPIP NCJINT.AID/AFR/PD:CPEASLEY AID/AIR/PD: JGRANARCRAFT) 


AID/A.ER/ISA:MMBCUiLEMN CRAFT) AIDGC/AFR:KUILEINJAN CRAFT)
 

AID/A.R/DP/PAR: JVOIGI1 CRAFT) AID/AFR/DP: CCLAPP-WIICEK WRAFT) ACTION: VSAIO/LISOTNO SIIOULD REVISE TEXT Of TE PAADTO
 
ENSUREIE PROJECT COMPONENT CLEARLY DISTIIUISNEDAIO/PPC/POPI. JATNERTON CRAFT) AIO/AFR/SA:RIROWN CRAFT) IS 
O TF ASSISTANCE OF THEIe RIA-PROJECT COMPONENTSAIO/AFR/P1E:NUNSOI CDRAFTI 

PIOGRIAM. FORELAMPLE ALL PARAGRAPNS DEALING WITIIAID/AFRITRI/AD:UTLYmN (DRAFT) 
PIOCUrEIIT, WAIVERS ANDOTHERPROJECT ACTIVITIES SMOULD 

CRAFT) IR IuTRO'CED AS PERTAINING TO THEPROJECT COMPONENT.
AID/AFR/[P/PAS: GCAUVIN CRAFT) 
AID/PPC/[A: AATCNELDER 

----------------. 35311 /31. 6822241 ID/VAMU ICIPATES PROCUREIENT 	 PROCEDURES FORDFA FUNDS 
TO BE ISSUED SHORTLY. i[EQUEST MISSION REVIEW WITH SLAlY 
AMRSREFINE PROCUREMENT SECTIOI Pg. It-6i A1CCORDIIIGLY. 

P n82213Z MAN181 
FIT SECSTATE WASHOC 
TO AMEMIASSY MASIU PRIORITY 

1. MPIi OJCT ASSISTAACE: TiE DOLS. 12.71 INNARARE
AMPEMBASSY 
NON-PROJECT ASSISTANCE WILL WE FUNDED BY IIIDOLS. 7.75 

INFO APIEPIIASSY 
AMIMIASSY MAPUTO 

MIABANEPRIORITY 	 IN UFA/AEPIP FUNDS UD (2) SUBJECT TO SADCC ACCEPTANCE 
ANDUSAID/tAAIIRE CONCUIRENCE, DOLS 5 MILLION INSARP 

FUNDING. ENCOURAGE TO WORK SAOCCUSAIO/LESOTND WITH
UNCLAS STATE 972569 


SICTOP COCoNDINATlEG UNIT FORSOIL CONSERVATION ANDLAID 

AIDAC PAINE FOR ELA MAPUTOFORRLA 	 UTILIZATION TO PROVIDE A DESCRIPTION OF A DOLS. 5 
MILLION DOLLAR ACTIVITY THATTHEY CAN PAOPOSE FOR 

APPROVAL UNDERTHE SAO C PIOGRAM OF ACTION. ALSOE.O. 12351: I/A 

iE ST Tie 	MISSION REVIEW THE TRAICRDISBURSE..ETS FOR
SUIJECT: LfSOTNO AGRICULTURAL POLICY SUPPORT PIOGRAI 

TIE LIVESTOCK COPONNT TO SEE IF THE LAST TWO TiRliCHES,O.APSP- 612-1224) [CPR GUIDANCE 
GRAZING FEE(IMPLEMENTATION, CANBE MADE TO TOTALEXACTLY 

[CPR FOR SUBJECT PAILVAS HELD ON 21/1/118l iL.. S MILLION. THIS WOULD FACILITATE IDENTIFICATION1. SUIMAIY: 

CHAIREC I' CAA'ArR. E SUiER:. WAS APPACEE
TE PR GFAI AND TIACKING OF THE SAC: PORTION OF TOEPRCPAM 

AT T E PRZPCSE LEVEL OF DOLS. 15 hilLLiON: DOLS. 1.75 

MILLION IN1ON-PEOJEC' A.SSTAA:E AND DOLS. 2.25 MILLION ACTION: PLEASE ADVISE VIA CARLEAS SOON AS SADCC HAS 

IN PROJEC! ASS.STARE SLIIJEC 13: 1I SAOCC ACCEPTANCE C7 MADEA DETERINiATION REGARDING ACCEPTANCEPRO;NTAM AND 

IDENTFV RICH CASH TRANSFER UNDEROf TENE DISBURSEMENTSDO.S. 5 MILLION LIV' ?O'K :OMPCYIET AS A SAOCC ACTIVITY; 
OF CASHD SRJRSEMEN' MECHANISM; 31 THELiVESTOCA COMPONENTWILL RE FUNDED FROM THESAEP

2) REVISION 
ELIMINATION OF TOE TOu SUSAC*I'iT'; 4) ELARORATIONS IN MORIES, lEVISEPAJiDTO: REFLECT AN' CNANGESINPHASED 

DISBURSEMENT AMOUNTS FOR THE LIVESTOCK CORPONENT AND TO
 
TEXT AS DESCRIBED IN 'HIS :ARLE NCLUDING: Al A SECTION 

OF PAAD WOICH INCOPPORA'ES IN CEE PLACE AN ILLUSTRATIVE PROVIDE F 4 AA/AFR DELEGATION OF AUTNORITV TO 

USAIDLESOTHO TO IIMIPElNT SAIP PORTION O THE PROGRAM.
 
LIST OF ACTION; WNI:INEEC T0 I- ,AOEM IN ORDER TO REACI 


THE O3JECIvES Of THE REFORMS; 1) SPECIFICATION OF
 
AS C. ACTIVITY NUIRS: USAID/LESOTHO HAS PROVIDED


INDICATORS FOR DESIRE: OUTCOMES AT IHE MICRO AS WJELL 


MA:RO LEVEL W1ICm WILL ENABLE MN TCOING AND EVALUATION THE PIO..ECTNUMBER 132-41.24 WVICH WILL BE USED FOR THE
 

TA COMPONENT: LAPSP SUPPORT, DOLS. 2.25 M.LLIOP. IN
ACTIVITIES TO AS:ESS VETOEP tVnTTfl;T$ IN THE PROGRAM 

ADDITION T0 	THIS NUMBER, AID/MI'FI HAS RESERVED TWO
ARE NEEDE:; 	C) DIFFERENTIATION E'WTEN PROJECT AND 


NON-PROJE:T 	ASSISTANCE; 
AND D) 25 PERCENT HOST COUNTRY O-11O,[C' ASSISTANCE JIPA NUMRERS FOR 'HE NP 

COMPONENTS Of LAPSP; LESOTHO AEPRP, 632-N-611, DOLS.CONITIBUTIO. END SUMMARY. 

7.71 	 HILLION AND SAiP, i6-T-611, DOLS. S MILL ION. 

NUMBERS WILL BE USED FOR CN REQUIREMENTS FOR 2. 	THE LAPSP PAAD VAI P111PiTEO BYUSAID/LESOTRO THESE TiREE 
THE DO.S. 11 MILLION PRRAl.DIRECTC 


J. SNYDER TO THE [CPR OR 2/11/11. THE ECPR WAS CHAIRED 

BY DAA/Arl, E, SAIIl5AND ATTENDED BY REPRESENTATIYES Or 0. MOSTCOUNTRY CONTRIBUTION: THE DFA AND SAOCC 

AI/PD, 00, TI, SA, PRE, GC/AFR PPC/PDPI, EA AND FUND SOItCES REQUIRE A 21 PERCENTOI:TCOUNIRY 

CONTRIBUTION.
STATE. TN $ IS TO It CO iNCED ON THE
MISSION 

DEVELOPMENT OF AN INNOVATIVE ANDCHALLENGING PROGRAM.
 

UVAIDILESOTNO REVIEW PROGRAMANDPROJECT

THE PAAD WASAPPIOIV AT THE PROPOSED LEVEL OF DOLS.IS 	 ACTION: 

4PPROVALS AHCREVISIONS AS 	 COMPO(N'S TO COM LP WITH LEVEL Or NOST COUNTRY (MC)

MILLION SUBJECT TO IdNS 


DETAILED INTNEfO.9IJI16n PARAGRAPHS. CONTRIBNUTION AND TEXT FOD WAIVERIF 25 PERCENT 

CONTRIBL'TIONS CANNOT BE PCT. NOTE: LOCAL CURRENCY 

VAS APPROVED SENEATION COULDBE VIEVED AS HOSTCOUNTRYCONTRIBUTION
3. FUNDIG: DIMALOF DOM.S.IS MILLION 

SINCE APENC OVNED. POVEWVE AS CUIRREN.Y VITTEN 
FOR LAPSP- 00 2.25 MILLION IN PRJECT ASSISTANCE AND TE 


LAPSP LOCA. CURRENCIES AREAPPROiIATEC FUN." UNCER A
 
12.75 	MILLION IN INO-PRJECT AS;ISTANCE SUBJECT TO THE 


LOCAL CURRENCY PROJECT, 0O MC OWNED GENERATIONS. (SEE

ACCEPTANCE Bf SACC D THE LIVE;TOC0 MANAGEMENT 
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4 BELOW FOR ISCUSSION OF MISIURSEMENT HUMCANISM.) 

4. DISBURSEMENI MECNANISM: AS CURRENTLY WRITTEN TN[ 


PAAD DESCRIBES A MECHANISM WHEREBT A.I.D. PROVIDES THE 

SOL WITH LOCALCURRENCYLC) FORSPECIFIC ACTIVITIES, 
A LOCAL CURRENCY PROJECT. THIS METNOD TRIGGERS
I.E. 


E.G. 611A, 

REGIG AND IllSCN. it. 
REGULATIONS NOT ENVISIONED IN TN[ PAAD. 


TNUS AID/V iECO"1ND MISSION REVISE DISBURSEMENT 
MECHANISM FORNPACOMPONENTSOF PROGRAM.DOLLARS SIOUILD 

It DISSURSED ASCASHGRANTWITHTHE 60L SEPARATELY 

GENERATING LC. IN TNIS CASETHEGOL WOULD NAVETO SET 

UP A SPECIAL LOCAL ACCOUNTANDDEPOSIT LC INCURRENCY 
EQUIVALENT TO THEDOLLAR SUMPRIOR TO EACH 

DOLLAR DISBURSEMENT. IN THIS, THEPREFERRED CASE, THE 

ROST COUNTRY REQUIREMENT COULD1E 

INE AMOUNT 

CONTRIBUTION 
IDENTIIIED AS ThE LOCAL CURRENCY GENERATIONS AND TN[ 

REQUIREMENTS APPt ICABLE 0 THE LC WOULDBE ONLY TNOSE 


CONTAINED IN 17 STATE327411 PARA 3. IA, AGENCYPOLICY 

GUIDANCE ONUSEOF HC - OWNEDLOCAL CURRENCIES. 
ALTHOUGH FINAL PROCEDURE tOR DtA CASI GRANTSNAVENOT 

YET BEEN DETERMINED, THATDOLLARS N9T RE WEEXPECT WILL 

TRACKED. 


TO PROVIDE DETAILEDACTION: MISSION REVIS[ PAAO TET 

DESCRIPTION O THE MECHANISMIAND ENSURE ALL PORTIONS OF 

THE.PROGRAF REFLECT A TRUE CASH GRANT INCLUDINt PROGRAM 

DESCRIPTION ON rACESHEET, COVENANTS, AND PROCUREMENT 


PROVISIONS. (!.E. DELETE THIRDAND FOURTH TICKS UNDER 

LOCAL CURRENCV UTILIZATION PG. 6i1. SUGGEST THE ALA 


REVIEW PJA O TNES[POINTS. 


S. TOU SUIAC'IVITY IN AGRICULTURAL INPUT COMPONENT: THE 

PAAD NOTES THAT THE GOL HAS ANNOUNCED ITS INTENTION TO 


PROCRESS:VE.Y TWAP:FR AC'IITECS Or 'HE TECNICA. 


OPE ATIOkS LINT (TOU TO 'HE PRIATE :E:TC. PHASE OkE
 

OF THE AGR;CULTURA. INPUT CCMPONENT 07 THE PAAD INCLUDES 


A CP CALLING FOR THE ACOPfION OF AN IMPLEPENTATION PLAN 


FOR THIS TRANSFER OF TO ACTIVITIES. NOWEVER, 


FOLLOW-THROUGm ON IMPLEMENTATION OF THIS PLAN IS NOT 

INCLUDED I THE CP S TO SUOiECUENT PHASES OF THE 

PROGRAM. THIS RAISES THE I:SUE Or WHETHER THE TO'j 

SUiACTIVTV WAS ESSENTIAL TO THE PROG4A0. GIVEN 'HE GIL 


COMMITMENT. THE REPERCUSE OHS OF FERTiLIZER SUBSIDY
 

REMOVAL ANC THIEADITIONA. PROGRAM ACTIVITIES WHICH 


MIGHT RESULT FROM rOLLOW TNIOU41H
IN P4ASES TWO AN: THREE 


Or THE AGICU;Tt1lURA,
INPUT COMPONENT, iTWAS DECIDED THAT 


TOJ SUBCOMPONENT BE REMOoED FROM THE PROGRAM. 


ACTION. MISSION SHOULD RVi$E THE PALO TEXT TO DELETE
 

YOU SUIA:TIVITY, 


i. CLEANER1DEFINITIA ANDCORIESPONDENCE BETIKEN CP'S 

AND PERFDRPAN:C INSICATO:: Wtj'IT IS UNDERSTOOD THAT 

THE LAPS' PROESS CALLS FDA IPPLENTATION PLANS FOI TE 


TWO PROGRAM COMPONENTS, THE LACK Of SPECIFICITY OF 


INDICATORS WAS OF CONCErk ADZITIONA.LY THE GENEINA.ITY 


OF THE CP'S AND THEIR S2METIMES WEAANELATIONSHIP TA 


PERFORMANCE INUICATORS WAS NOTED. SPECIFICALLY, THE 


[CPA CALLED FOR: 11 INCILUI011 IN ONE PLACE Or A LIS' Or 

ACTIONS WH;CH NEED TO BE TAXER IN ORDER TO ACCOP.ISH 

A BASIS
TNE 0JESTIVES; L N :) INDICATORS WHICH PROVIDE 


FOR ASSESSING PROGRAM PROORESS AT THE MICRO AS WELL AS 


PACRO LECL. 


A. TO ASSIST THE MISSION IN ITS REVIEW OF PERFDORAICE 


INDICATOS AN TNER RELATIONSHIP TO :P'S, AJR/TR,'ARO 


7123 317777 Al 

L", PPC/PDPI/RP RAVE PROVIDED RECOtiIPIOATIONS FDA THE 

NATIONAL FEE PORTION OF THELIVESTOCK COMPONENT 

STATE 17216 

OVER[ INDICATORS OF PERfORMANCE WERE FELT 0 IE MOST 

DFICIENT. TE ECOMVIENDATIONS FOR THE NATIONAL GRAZING 

Fit ELEMENTS ARE TAKEN FROM THENANODOUT, STEPSENTITLED 

TO INTRODUCE THE NATIONAL GRAZING FEE, WICH WAS
 

DISTRIBUTED BY DIRECTOR USAID/L[SOTN0 AT THE [CPR. THE 

RECOMMENDATIONS INCLUDE SUGGESTED CP LANGUAGE AND 

REVISIONS AND/Oft ELABORATIONS OF CORRESPONDING 

PEFORMANCE INDICATORS KEYED TO THE PAADDOCUMENT BY 

PAGE NUMBER. TV[ NOTE. It PARENTNILIES REPRESENT 
FORMEANS OF VERIFICATION WIlCN CAN 

K UB1 VITNIR TIMEMATRIX, PG. S4 A-i. 
I116STE LANGUAGE 

(I) LIVIESTOCK CMPONENT - NATIONAL GRAZINGFEE ELEMENTS 

C? LANGUAGE:PRAM!01: SUGGESTED 10 CHANE 

P. 21 "
 
I1 a) - A CAJI T DECISION NUMBERANDDATEFOR 

ACCEPTANCEOF NATIONAL LIVESTOCK POLICY AND 

CORRESPONDING MILITARY COUNCIL RIECONO. IIEVIEW or 

RE1CONOS) 

FOR THE FIRST POLICY 

REFORM: APPROVED FORAND 
CP LANGUAGEPHASETWO: SUGGESTED 

AN IMPLEMENTATION PLAN 

COMPLETED STEPSTOWARDINSTALLATION OF A
ALL PREPARATORY 

NATIONAL GRAZING FEE SYSTEM.
 

P. 22
 
I U) " NATIONAL LIVESTOCK INVENTORY COMPLETED AND DATA
 

INSTALLED ON GRAZING FEE COMPUTER PROGRAMS. 
 ODEVIEW OF
 

RcORDS)
 

8D () - INITIAL EYTrENSION INFORMATION CAMPAIGN RE:
 

NATIONAL GRAZING FEE COMPLETED IN ALL DISTRICTS.
 

EVItliOr RECORDS AND ON-SITE INSPECTION)
 

U' 5I - IRITTEN PROTOCOL IN PLACE BETWEEN FON AND MDI
 

RE GRAZING FEE COLLE:TION ANDPROCEDURES. GIE[IEW OF
 

iecOlaS)
 

I) 16)- ESTABLISHMENT, DEFINITION OF DUTIES, STAFFING
 

OF AD PERSONNEL TRAINING FOR MOA NATIONAL GRAZING FEE
 

ADMINISTRATIVE UNIT COMPLETED. 
 INEVIEV OF RECORDSJ
 

11 (7)- APPROVAL BYCABINET AND MILITARY COUNCIL OF
 

CREATION OR IDEN'IrICATIDN OF APPROPRIATE INSTITUTIONAL
 

STRUCTURES TO ASSURE PROPER DISBURSEMENT AND UTILIZATION
 

OF GRAZING FEE REVENUES OF CRITERIA FOR LOCAL COMMUNITY
 

USE OF GRAZING FEE REVENUES. REVHIEW OF RECORDS)
 

COMPLETiON AND ACCEPTANCE BY P.S. ANDMINISTERS
 

Or AGRICULTURE AND MO: CHI(FTAINSVIP Of FINAL DESIGN
 

OF GRAZING FEE COLLECTION PROCESSES. OREVIEW Of RECORDS)
 

61 0) -

THE COL HtA.PRASE THREE: SUGESTED CP LAN&JA:. 


IMPLEMENTATED THE FIRST YEAR O OPERATIONS, INCLUDING
 

COLLECTION OF GRAZING FEES ANDALLOCATION OF GRAZING FEE
 

REVENUES, OF THE NATIONAL GRAZING FEE SYSTEM.
 

P. 23)­
r 


I) L1) SOL PRESENTATION O DETAILED RECORDS AND
 

ACCOUNTS DF: TRE TOTAL GRAZING VIE 
RECEIPTS IN THE FIR'.T
 

YEAR OF SYSTEM OPERATIONS; THE ADMINISTRATIVE COSTS
 

IIlCOURRED
IN IMPLEMENTIN4 THE SYSTEM; AND THE DISPOSITION
 

OF ALL RECEIPTS DISBURSED BY THE GOL, INCLUDING THOSE TO
 

LOC LLCOM UNTIES FDR DEVELO'M NT ATIVITIES. T IS
 

PRESENTATION TO BE ACCOMPANIED I A DETAILED RE0OF' OF:
 

LA THE PROBLEMS ENCOUNTERED, IA) THE ESTIMATED IMPACTS
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OF THE GRAZING FEES SYSTEM ON LIVESTOCK OFFTAE AND 
ANIMAL OINERS' INCOMEAND () DEVELOPMENT ACTIVITIES 

PAiE 13 OF 4 STATE 72561 

IMPLEMENTED BY LOCAL COMIUNITIES USING GRAZING FEE 


RECEIPTS. (SAME AS THOSE CURRENTLY IN MATRIX 41TN THE 


ADDITION OF FREQUENCY OF IRSPECTIOlSI 


PHASEFOUR: SUGG[STEIr CP LANGUAGE: NO CriANGE. 

P. 24 ­

6) (1) S IMEAS U) (L1ABOVEWITH SUBSTITUTION OF 

*ECO1D" FOR 'FIRST*. 

ADDITIONAILLY: 

P. 27 -

UNDERSHORT-TEM TECHNICAL ASSISTANCE REGUIREME1
tS, ONE 


OF THE STUDIES SHOULD IE AN ASSESSMENT
OF THE 


EFFECTIVENESS OF IMPLEMENTATION OFNATIONAL GRAZING FEE
 

COLLECTION AND GRAZING FEE REVENUE ALLOCATION IN 


PROMOTING IMPROVED GRAZING LARD USE MANAGEVNT BOILS. 

Igo,fo). 


RANO-OUT ENTITLED STEPS TO INTRODUCE THE
ONSEPARATE 
SHOULDREFLECT AN
 

EQUAL EPHA.iS ON THE ALLOCATION AND END USE OF FEES AS 


ON THE COLLECTION. 


RATIONAL GRAZINO FEE, ITEMS 13-23 

(2) OTHERELEMENTS OF PROGRANCOIP'OEXTS. THE MISSION 


SHOULD REVIEW AND SHARPEN AS NECESARY OTHENPERFORMANCE 


INDICATORS. FOR INSTANCE WITH REGARATO FERTILIZlER
 

SUBSIDY REMOVAL,A FINAL INDICATOR Or PERFORMANCE COULD 

RE THAT THERE ARENO GOVERNMENT OUTLAYS FOR THE 

SUBSIDY. FR/TIR/AAD AND PPC/PDPR/PR WOULD9E WILLIiG TO 

PROVIDE RECOMMENDATIONS TO ASSIST THE MISSION IN TIMIS 

EFFORT IF SO REQUESTED 

ACTION: THE MISSO REVEV[EAkD REiISE INICATOR' $0
 

THAT THEY PROVIDE A IIA;I:FOR AtSE;SNG PROGRAI PRC;R[S. 


AND PROVIDE A SEPARATE LIST Or ALL ACTIONS WHICH NEED TO 


HE TAKEO IN ORDER TC A:CDMP.ISH PIDGIAM OBJECTIVES. 


GC/AFR NOTED THAT TWO PERFORMANCE INDICATORS REQUIRED 


REAPPEAL Or *ALL LEGISLATIOM" (PG. IS AND 22) AND ASKED 


WHETHER IT WAS POSSIBLE TO SPECIFY PARTICLUAR 


LEGISLATION NOW, TO AVOID DISPUTE LATER.
 

1. CONDITIONS PRECEDENT ICP'S) AND COVENANTS: THESE 


ARE LISTED IN SEVERAL PLACES ANC ARE NOT CONSISTENT 


ADDITIONALLY CP'S ARE NOT ALWAYS CONSISTENT WITH THE 


INDICATURS BY W'ICH THEIR FULLFILL4[NT IS MEASURED. THE 


SUGGESTIONS PROVIDEC AHOE 
ON TIE NATIONAL GRAZING FEE 


PROV'IDEGUIDANCE FO TIHE
 

MISSION REVIEW OF THE CP'S AND THEIR RELATION TO 


INDICATORS. 


ELEMENTS OF THE PROGRAM SHOULD 


ACTION: MISSION SHOULD REVIEW CP'S TO ENSURE 


CONSISTENCt IEIEA(k CP S AND PERI'08MAX E INClEATORS AND
 

BETWEEN STATEMENT OF CP' S IN VARIDJS PARTS OF THE PAA:. 

DESIRED CP'S SHOULD IE INCLUDED H0FACESHEET AMIDRLA 

SHOULD ASSIST In PUTTING TNEMIN PROPER LEGAL. FORMAT. 

7. EVALUATION AND MONITORING: 


THESE SECTIONS Or THE PAAD WERE CONFUSING AND IN SOME 

CASES SEEMTO HAVECorLICTING ECIEEPTS. GEPERALLY, 

EVALUATION AND MON1TORING ACTIVITIES SHOULD INCLUDE 


POTENTIAL IMPACT INDICATORS. FOR THIS DISCUSSION, THE 


TERM iMPACT IN90CATC;S WILL 1E DEFINE:TO MEAN THE TOOLS 

USED TO PROVIDE A BASIS FOR ASESS N WH[THER THE 

DESIRED OI.COMES 
OF THE REFORMS APE BING REALIZED. 


STATE 872161 7121 117777 


TRES ME DIFFERENT FROMTNE INDICATORS OF PERFORMANCE 

WICi Ale USEDTOTRIGGER LAPSP DISBURSEMENTS. FOR 
INSTANCE, AN IMPACT INDICATOR FOR THE AGPICULTURAL INPUT 

CIMPONENT MIGHT BE THE SUPPLY OF AGRICULTURAL INPUTS
 

AVAILABLE TO FARlERS. IF THE REFORMS SUCCESSFULARE OE1 

WOUILD ROPETO SEE AN INCREASE IN TN[ SUPPLY OF INPUTS AS 

ELL AS A mt EFFECTIVE USE OF TN INPUTS. WILE T[ 
PROPOSED UENCNLLIiE SURVEY WILL HELP DEFINE RELEVANT ANO 

ACCESSIBLE DATA,THEMISSION SHOULDIDENTIFY, TO SOME 
DEGREE, THE DESIRED STEMMING THEOUTCOMES FROM 

IMPIEMNTATION OF THEREFORMS. THESEOUTCOMES,
IMPACT 

INDICATORS, COULDTHENI USEDIN TIE VARIOUS ANALYSES 

ADEEVALUATIONS CALLED FOR IN THESE SECTIONS Of TH0 

MPORT. 0 AIDITION TO THIS GENERALOBSERVATION, 
IEBERS OF TI ECPRtDENTIFIID THEFOL6)WING SPECIFIC 
CONCERNSANDQUESTIONS IN TUEMIITOING ANDEVALUATION 
SECTIORS OF TI PAUi. 

A. EVALUATION PLAN: TNE [CPH OUESTIONED THE PASSAGE OF 

TIME AS THRESOLECRITERIA FOR DETERMINING WHENITO 

CSWJCT AN EVALUATION. MISSION SHOULDDESCRIBE WHAT 
OTHER FACTORS MIGHT TRIGGER ANEVALUATION EITHER BEFORE 
OR AFTER A TWOVEA PERIO0. 

1. PROGRAM ANDINFORMATIONMONITORING SYSTEM: 

(1)PG. 5R 1i A 1. EITMER DEFINE WHATIS MEANTPY 

RELEVANT GATA' OR GIVE CRITERIA TO ASSIST SURVEY TEAM
 

IN DETERMINING WRAT RELEVANT DATA AREEXPECTED TO IE
 

USEFUL. 

0) PG. if II A S. MISSION SHOULDCLARIFY NOW,WEN AND 

OY (WA? TRIGGERS) THESE ANALTSES ANDEVALUATIONS. 
THIS ITEM MElTIONS AGRICULTURAL PRODUCTION WILE TilE 

EVALUATION PLAN CITES PRODUCTIVITY AS TIE GOAL. 

0) PG. ifI II REFERSTO THEMATRIX WHICNDEALS WITN 

SPECIFiC IRDICAIOR; OF PFEFORKAN:E. TmIS MATRIX AND PA;C
 

PGS 14-2$ ARE NOT CONSISTENT. E.G., WHAT THE TEXT CALLS
 

INDICATORS ARE OFTEN IN TOE COLUMN LASLED MEANS Or
 

VERIFICATION N THE MIATRIX. THESE INCONSISTENCIES
 

&MOULD BE RECONCILED AFTEN THE INDICATORS FOR
 

PERFORMANCE HAVE BEEN REASSESSED.
 

() PG. II II C U): THIS SECTION SHOULD BE MADE MORE 

CLEAR, I.E. IS THIS SECTION INCLUDED UNDER THE 

MONITORING READING NECAUSETHEREAREISSUES TO BE 

MONITORED? IF SO, WHAT ARE THE SOURCES OF DATA? MUCH
 

Or THIS TEXT SEEMS DESCRIPTIVE RATHER THAN DEALING WITH
 

MONITORING ISSUES.
 

EVALUATION PLAN
 

MONITORING AND INFORMATION SYSTEM SECTIONS OF THE PAID
 

ANDREVISE OR ELA DRATE AS PER THE C&OMIS/SUGGESTION:
 

ACTION0:THE MISSION SHOULD REVIEW THE 


MOVE.
 

IPtLEMENTATOi1. IMPLEMENTATION PLAN: TOE CURRE11T 

SCHEDULEAPPEARS OVERLY OPTIMISTIC ESPECIALLY WITH 

RESPECT TO INITIAL CONTRACTING FOR TECHNICAL ASSISTANCE
 

WICH WEUNDOESIAHD VILL PRONABLY NE AN INSTITUTIONA. 

CONTRACT. NOWEIER, A CAJNICTTELL FROM THE
 

IMPLEMENTATION SCHEDULE, P. 57, WHEN TO BE ABLE TO
 

EIECT THE ITERATIONS Or STEPS 5-14 TO OCCURAND 

TIEREFORE AREUNABLETO JUDGE IF TiE FOUR YEARPACOIS 

REALISTIC. WILL STEPSS-14 1E USEDFOREACHOF THE
 

TRANCHES OF THE TWO INDIVIDUAL COIPONENTS, E.G. A TOTAL
 

OF 7 TIMES?
 

ACTION: MISSION SHOULD CLARIFY THE IMPLEMENTATION PLAN
 

AND INCLUDE POSSIBLE TIME FRAlM$ES
FOR THE DiSRURSEMENTS
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ADDITIONALLY THE MISSION SHOULDREASSESS IF TIE FOUR 

TEARTIME flAE IS REAL ISTIC GIVCN TIlE COfPLEXITY OF BOL 

OF A GRAZING FEE SYSTEM ANDTHESTART-UP 

TIME NEEDED TO GETTHETA CONTRACTORS ADVISE 
IMPLEMENTATION 

IN PLACE. 
READY FOR
 

ISSUANCE Of IFP IMMEDIATELY AFTER SIGNING OF GRANT
 
MISSION PREPARE TA SCOPE Of WORK NOW TO B 


AGREEME~NT. 

I. FYI$ STATUTATOIY CHECKLIST HAS BEEN SINT TO ILA. 

REQUEST TRATIt C USEDIN TIC PA*0. 

It. IUPTEL VILL FOLLOW REBAROIRO CU. 

11. TO RITERATE, THE [CPR WAS VERY SUPPORTIVE OF THE 

AND WAS IMPRESSER 
SOME INTO TNllDESIGN OF LAPSP. TH COIENTS AIn 

SECOMMIENDATIONS NOTED ABOVE ARE 

PROGRAM WITI TIC EFFORTS THAT NAVE 

AN' TO OE CONSTRUCTIVE
 

WITH THE AIM OF AVOIDING CONFUSION AND/DR FALLING BEHIND
 

SCHEDULE LATER.
 

IASCRU I J/4/1. 
REVIEW PAU* FORALL ITEMS NOTEDABOVEANDHAVE RLA 

REVIEW DOCUM1NI PRIOR TO SENDING REVISED PAAD TO AID/W. 

IMINEDIATELY AFTER RECEIPT, WEWILL CIRCULATE FINAL 

12. RECEIVED I90618 MISSION SHOULD 

PACKAGE F04 UTNORIZATIOK. IR POPE PROGRAM CAN IE
 

AUTOI41ZED RV APRIL 11 AND OILIGATED BT APRIL 31. 

SHULTZ
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