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PREFACE

In 1976, a Shelter Settor Study was conducted by the Foundation for Cooperative
Housing under the auspices of the Office of Housing of the Agency for Interna-
tional Development and through financing provided by this Office. The purpose
of the study was to develop information and make recommendations relating to
the shelter sector in Lesotho and was in response to a request from the Govern-
ment of Lesotho.

In April and May of 1978, Robert S. DeVoy, President, DeVoy Collaborative,
served as a Housing Consultant to the Government of Lesotho with financing
provided by the Office of Housing. His primary task was to draft a Proposed
Natjonal Housing Policy. In addition, he was requested to update the 1976
Shelter Sector Study. This report is the updated version of that study.

While the findings and recommendations of the report have been discussed with
representatives of the Government of Lesotho, the report is not to be inter-
preted as an official position of either that Government or of the Agency for
International Development.

We hope, however, that the Government of Lesotho will find the report and its
rzcommendations useful as it formulates and implements its future shelter

programs.
421152; /‘fi:::rr~—~*

Peter M. Kimm
Director
Office of Housing
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SUMMARY OF CURRENT SITUATION

The rapid growth of urban areas in Lesotho, is part a result of the
Second Five-Year Development Plan's emphasis on industrial development,
is expected to further aggravate the current shortage of suitable hous-
ing in Maseru and secondary urban centers, such as Maputose. New urban
housing units needed during the five-year plan period (1975-80) are
estimated at 9,000 units, including over 6,000 for below median income

households.

Median family monthly incomes are about R100-R120 (R1.00 = $1.15 U.S.)
in Maseru and an average of R50-R60 in other urban areas. Building,
infrastructure and contracting costs are rather high relative to gen-
eral income levels. Furthermore, there is a shortage of skilled labor
because of the large number of workers who have left to work in South
Africa. Because of the low incomes and relatively high infrastructure
and building costs, affordabie shelter solutions must largely be con-
fined to sites and services and self-help housing which can be provided

on a non-subsidized basis for the below median income group.

The GOL has a commitment to improve housing during the second five-year
plan. Until 1975, Government housing efforts were directed almost
entirely towards meeting the needs of civil servants and expatriate
technicians. The intent of current GOL policy is to somewhat increase
available resources in the lower income sectors. The proposed expendi-

tures on housing by the GOL noted in the Second Five-Year Development



Plan (1975-80) are broken down as fo]]ows;l/

Type of Project Funding No. Units
' (000 Rand)

Lesotho Housing Corp. (LHC) 700 200
LHC Sites and Services 400 500
Low Income Housing 1,000 700
Government Ponl Housing 2,130 215
Chief's Executive Housing 120 15
Building Society (Working Capital) 500
Infrastructural Services and Housing 740

Technical Assistance 214

Training 124 o
Total Investment R5,928 R1,630

A substantial portion of the R5.93 million will come from external re-
sources. (One factor which the 30L increasingly recognizes is the evident

lack of donor interest in Government housing.

A draft National Housing Policy was prepared in April and May 1978 by
the Ministry of Interior's Housing Section and an inter-agency committee
with assistance of a Housing Consultant sponsored by US/AID. The GOL

now 1s considering this proposed policy.

Historically speaking, two factors had restricted development of an
effective housing and shelter sector within the economy. The first had

been the absence of any financial vehicle to marshall resources for the

LY Source: Second Five-Year Development Plan, 1975/76--1979/80, Central
Planning and Development Office, Kindgog of Lesotho.




sector, and second was an inadequate Tegal structure to permit the
transfer of interests in land. Preliminary steps have been taken to
remedy both problems. Legislation to create a new financial institution
for housing and snhelter (Lesotho Building Finance Corporation--BFC) was
enacted in 1976. The Lands Act of 1973 and Administration of Lands

Act of 1973 have been enacted but have not become fully operative be-

cause of political concerns regarding the allocation of lands.

Three additional factors have restrained the development of a private
housing market in Lesotho. These include: (1) a high level of Govern-
ment intervention through the provision of heavily subsidized housing
for civil servants and expatriate personnel; (2) the responsibility
for housing is spread through at least seven Government and quasi-
Government agencies; and (3), a severe shortage of trained Basotho
management personnel and skilled labor restricts the housing supply

capacity of the country.

Up until 1975 at least, weak institutional structures for the produc-
tion of housing further constrained development of an effective housing
program. Early in that year saw the creation of the Low Cost Housing
Company (LEHCO-OP) attached to the Lesotho National Development Cor-
poration (LNDC).

The Lesotho Housing Corporation, a dependency of the LNDC, had been
essentially dormant from its creation in 1971 to 1976. It now has a
small staff, good management and some projects underway. The Ministry
of Interjor started a Housing Section in early 1978, with the prepara-

tion of a draft National Housing Policy as the first major activity.



The GOL in May 1978 was considering the enactment of several important
bills affecting housing, including: Town and Country Planning Act;
Urban Government Act; Land Act (replacing 1973 acts); a land survey
act; legislation combining LEHC0-OP and the Lesotho Housing Corpora-

tion; and an amendment to the Building Finance Corporation Act.

Economically Lesotho is growing at a satisfactory rate of 5% per year
which is expected to increase over the Second Five-Year Development
Plan. The economy is linked to South Africa in a customs and monetary
union so foreign exchange and trade balances are not a significant
consideratior. The foreign assistance received is mostly grants or

soft loans so that the public debt service burden is only 1.5% of total
current public revenues. During the past three years, Lesotho has been
able to increase government revenues from R28.9 million to $48.9 million
per year, with an end of 1977/78 budget surplus of R5.5 million. These
factors indicate a sufficient capacity to service external loans at an

appropriate level,



IT. ROLE OF GOVERNMENT IN THE SHELTER SECTOR

A.

Housing Policy

The Government of Lesotho had not developed a conscious, formal
housing policy, before the Second Five-Year Development Plan was
prepared in 1975/76. Previous Government activity in housing had
been primarily limited to the provision of housing to civil ser-

vants and expatriates which will be described in more detail below.

In the Second Five-Year Development Plan the Government calls for
an investment of R5.9 million in the housing sector by Government
or parastatal agencies. The objectives in the sector are to create
a comprehensive housing policy, establish a housing finance insti-
tution, implement the 1973 Administration of Lands Act, and under-
take a number of housing projects. Specifically the projects
envisioned are as shown in the following table. Funding for these
projects is being requested from a number of foreign assistance

agencies.

Several things can be implied about the nature of the de facto
housing policy of the Government in 1975/76 by analysis of this
proposed program. The largest single item is Government pool
housing (R2.1 million). The allocations for LHC and the "Building
Society" for institutional development as well as Government hous-
ing will absorb R3.4 million. Low cost housing and sites and

services together account for R1.4 million or less than one-half



of the allocation for higher income groups. The large amount for

technical assistance is part of the effort to improve and expand

institutional capacity (expatriate manpower and training of Basotho).

ANNUAL PHASING BY PROJECT
{1n thousands of rand)

TITLE 1975/76  1976/77 1977/78 1978/79 1979/80  TOTAL

Lesotho Housing

Corporation (LHC) 50.0 350.0 300.0 - - 700.0
Site and Service

Housing - 50.0 100.0 125.0 125.0 400.0
Low Cost Housing 150.0 250.0 250.0 200.0 150.0 1,000.0
Government Pool

Housing 350.0 550.0 430.0 400.0 400.0 2,130.0
Chief's Executive

Officers' Housing - 20.0 30.0 30.0 40.0 120.0
Building Society (BFC) - 400.0 100.0 - - 500.0
Infrasirictural Services - 400.0 340.0 - - 740.0

Non-Capital Project

Technicai Assistance

in the Housing Sub-

sector 5¢.0 59.0 66.0 75.0 86.0 338.0

Temal 602.0 2,079.0 1,616.0 830.0 801.0 5,928.0

0f which Public
Investinent Programme 550.0 2,020.0 1,550.0 755.0 715.0 5,590.0

Source: Second Five-Year Development Plan, Vol. Two.



While this program clearly favors higher income groups in terms of
absolute monetary levels, it should be noted that this is the first
time the Government has taken the lead in providing housing for other
than civil servants, and that this is clearly focused on low income
groups. Furthermore, the money for the LHC and "Building Society"

as well as the technical assistance will be used to develop institu-
tions to serve all income groups. Therefore, this program seems
reasonably well-balanced given the rather limited role the Govern-

ment has traditionally played in the shelter sector.

The Central Planning and Development Office in February 1976 pre-

pared a discussion paper, "Towards a National Housing Policy for

v

Lesotho," which is comprehensive in scope and has provided a good
basis for creating a formal housing policy. A major problem in
developing a coherent housing policy, as the report states, is that
the responsibility for housing and shelter is scattered among many
agencies:

"At present housing is handled by a variety of departments

and agencies - the Cabinet Office (Civil Servants housing

provision and allocation); Ministry of Works (site ser-

vicing, house building and maintenance); Lands, Surveys

and Physical Planning Department (site survey, layout);

Town Office (site allocation); Lesotho Housing Corpora-

tion; Low-Income Housing Company; etc."
The housing policy discussion paper addresses a broad range of issues
in addition to the multiplicity of agencies, including; the general
housing shortages, the artificial shortage and inefficient use of
developed residential land, inadequate physical planning in urban

areas, problems of the construction industry, shortage and inefficient

use of civil servant housing and housing funds because of current



heavy subsidies, the Tack of a housing mortgage finance system, the
inadequate capacity of the Housing Corporation and the need to better
define its role and that of LEHCO-OP, the need to upgrade slum areas,
and the Tack of adequate rental accommodations for single working

people and travelers.

The paper suggests that national housing policy should: (1) be real-
jstically related to resources available, (2) ensure housing invest-
ments are hoth efficient and equitable, (3) be explicitly concerned
with all groups in society, (4) increase the housing stock rather
than dettroy and replace substandard housing, (5) increase options
rather than standardize shelter solutions, (6) maximize use of pri-
vate capital and initiative espacially through self-help and coopera-
tives, and (7) minimize subsidies and use them only in a deliberate

way to minimize misallocation of resources.

Following the najor recommendation of the paper, a committee was
established including all relevant agencies to consider national
housing policy and initiate drafting of a formal policy. The Min-
istry of Interior, which has formal responsibility for housing
policy, established a Housing Section tn act as the lead agency for
developing and implementing housing policy. In January 1978 a Dir-

ector of Housing was appointed to head the Housing Section.

At the request of the GOL, the US/AID Office of Housing provided the
services of Robert S. DeVoy, Housing Consultant, for si‘ weeks in

April and May to work with the Housing Section and the inter-agency



committee in the preparation of a Proposed National Housing bo]icy4

This Proposed Policy presently is being considered by the GOL.

The key proposed policies include but are not limited to the follow-

ing, in highly summarized form:

1. Housing Institutions

A permanent National Housing Committee is to be established
comprised of high-level officials from severa] pertinent
agencies. A new Department of Housing and Town Planning
within Interior is proposed with key responsibilities for

housing policy and town planning.

A new strong Housing Corporation would be created, combining
LEHCO-0OP and the Lesotho Housing Corporation. This new
statutory corporation is to be linked to the new Department
of Housing and Town Planning in Interior. In fact, legis-
lTation being prepared in May would assign this new organiza-

tion to the cabinet staff level on at Teast a temporary basis.

The Building Finance Corporation would function as presently

established, with adequate capital and staff.

2. Government Houses

Most pool houses are to be systematically and expeditiously
sold--some would be retained to house expatriates. Rents
will be increased to market levels. The houses will be
ceded to the new Housing Corporation for management and

disposition. Proceeds from the sale of pool houses will
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accrue to the Building Finance Corporation, which will pro-

vide financing for purchasers.

Town Planning and Urban Settlements

Policies relate to effective implementation of the Town and
Country Planning Act of 1978, including comprehensive town

plans, land use regulations, rational building code, special
building code provisions for self-help housing, public capi-

tal improvement programming, and adequate funding and staffing.

Planning is to minimize urban sprawl and both public’and
private costs of development. On-site costs to be paid by

developers. Building sites to be pre-serviced.

Settlement policies encourage people to stay in villages;
growth centers to be fostered in each District rather than

have urban growth concentrate in Maseru.

Infrastructure and Public Services

Basic services to be extended as broadly as possible rather
than concentrate 1imited resources on highest quality ser-
vices for relatively few people. Health, safety and access
to be important determinants of public investments. Govern-
ment to encourage use of cross-subsidies to the benefit of
poorest households, although it is recognized that this

potential is 1limited.

Since Government does not have the financial resources to

subsidize the recurring costs of providing water, waste
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disposal and electricity, eﬁth household needs to govern.its
consumption of these serviﬁes according to its ability to pay

for them.

Lower-Cost Housing

Government will provi?é adequate plots with basic services for
self-help houses. A?;o, self-help housing will be facili-
tated by technical assistance, reasonable building regulations,
financing, and help in obtaining building materials. However,
substantial on-going Government subsidies are not affordable

or envisioned.

Established housing areas will be upgraded by providing basic
services, land surveys and titles, and housing repair and
expansion assistance. Regulations will be enforced to pre-

clude unsuitable housing areas.

Financing Housing

Policies are intendad to strengthen Building Finance Corpora-
tion as well as to encourage banks, credit unions, insurance
companies, and others to finance urban development and
housing--at market interest rates. Financing of new low-cost
housing and upgrading of existing housing to be provided.
Also, financial capabilities of builders and suppliers to be

fostered.

Financing Infrastructure

The full Government costs of major infrastructure construc-

tion, maintenance and operation to be recouped by user charges.
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Property owners and developers are responsible for provid-
ing on-site infrastructure. Only Government subsidies will
be to lowest income households to protect general health

and welfare of the households, neighborhood and community.

8. Land Tenure
Land needed for housing will be made available in adequate

amounts at suitable locations with secure, marketable titles.

9. Housing Construction

Policies foster capabilities of private builders and con-
tractors; encourage use of local rather than imported mater-
ials; call for research and demonstrations regarding provision

of efficient and inexpensive housing.

10.  Rural Housing

A11 proposed policies are intended to apply to rural housing
as well as urban, with some obvious exceptions and modifi-

cations.

A}

Government Housing

In spite of the large investments made by the Government (before and
after Independence) in housing for civil servants and expatriates,
there is a rather fragmented and poorly coordinated system for financ-
ing, constructing, managing and maintaining the Government housing
stock. A1l Government housing is highly subsidized so that overall
rents charged are not even adequate to cover maintenance costs, much
less amortize the cost of the buildings. The total stock of Govern-

ment housing is estimated (no reliable statistics are available) to
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be 2,000 units of which about 1,100 are pool houses (ava11abﬁe
for use by any Government office and allocated by the Cabinet
Office for Personnel) and 900 are tied to specific jobs or minis-
tries stuch as police, and border patrol housing. About 100 to
150 units of new housing are produced each year, which is not

adequate to keep un with the increase in civil servants.

The various functional procedures for financing, constructing,
allocating, managing and maintaining civil servant and expatriate
housing are carried out within different parts of the Government.

The breakdown of functional responsibilities is as follows:

1. Financing

Central Government funds are budgeted directly for new

Government housing (requests also are made to obtain for-
eign assistance for this type of housing). Rental income
on Government housing and loans are not directly used at
present to finance new housing or maintenance of existing

housing. There is no system of housing accounts.

2. Construction

Planning, design and construction supervision are provided
by the Ministry of Works, which also lets contracts for the

construction of new Government housing.

3. Allocation
The Cabinet Secretariat, Office for Personnel allocates pool
housing based on a flexible system of priorities which con-

siders official rank, family size, current housing situation
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etc. Tied housing is allocated by the Ministry having juris-

diction over that housing or the job to which it is tied.

4, Management

There seems to be no specific assignment of responsibility
for overall management of Government housing. Rents are
collected directly by the Office of the Accountant General

and are deposited in the central accounts of the Government,

5. Maintenance
The Ministry of Works is responsible for maintaining Govern-
ment housing and receijves a budget allocation for this purpose.
This allocation is not directly related either to the rents
from Government housing or the condition of Government housing.
However, budget requests are based on projected needs for
rehabilitation and routine maintenance. It is anparent that
the maintenance and repair of Government housing has been

grossly inadequate.

The issue of the level of subsidy in Government housing has serious
political and economic ramifications and is currently being discussed
among a number of Government agencies. The essence of the current
policy is that every year the Government allocation for housing is
consumed with no real return on what is stated to be a capital in-
vestment. The Tevel of subsidies is currently estimated at 80% to
90% of economic cost. For example, senior civil servant housing
costing R20,000 to build with an economic rent of R200/month is

rented for about R30/month. This means that the actual rent is not
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even adequate to cover maintenance in many cases. Furthermo}e, the
high cost of the subsidy limits the Governments capacity to provide
additional housing to civil servants and creates a very unequal dis-
tribution of benefits between those who do get Government housing

and those‘who must rent housing in the private sector.
The negative effects of the high subsidy on Government housing are:

1) It costs the Government about a million Rand per year %o

subsidize the existing Government housing.

2) New housing 1is produced at a rate substantially below

actual needs for civil servants.

3) The fortunate few (about 20%) civil servants who receive
housing are consuming housing services far above their means
to pay while those who do not are forced to reside in infer-
ior housing, frequently one-room renta] units, for nearly
the same rent paid by those occupying complete Government

housing units.

4) There is less incentive for civil servants to build or buy
their own housing if there is any chance they can get

Government housing.

5) There is a general misconception of the real economic cost of
housing created among the populace and an expectation that
Government sponsored housing is supposed to be much cheaper

that private sector housing.
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In the 1978 Budget Message, the Minister of Finance announced that
the Government will dispose of pool houses by ceding them to the
Building Finance Corporation as a means of capitalizing that insti-
tution. It is expected that some of these 1,100 housing units will
be kept for use by expatriates, with economic rents charged to the
occupants or their program budgets. Most of the pool houses will

be sold. The Proposed National Housing Policy, May 1978, proposes

specific policies to implement this general policy. To this end,
the Government needs to facilitate the provision of alternative
housing capabilities, including but not limited to: capital for
housing financing; suitable sites for housing construction; adequate
land survey, registration and title mechanisms; more capable
builders and skilled workers; increased incentives to private in-
vestors in housing; and increased capabilities to potential home
purchasers (e.g., higher salaries for civil servants, tax incentives

re interest payments on mortgages).

Land Policy and Urban Planning

Within the past several years there have been a number of changes in
land policy and an increase in the capacity to plan and supervise land

use regulations,

1. The Impact of the 1973 Land Act and Administration of Land Act

The main intended effects of the two Acts are: (a) create
Land Advisory Committees to review and approve land alloca-
tions by local chiefs; (b) require registration of urban lands
under the 1967 Registration of Lands Act; and (c) establish

specific legal procedures for allocation, transfer and
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repossession of urban lands.

Under the 1973 Act the traditional land allocation (essen-
tially a right of use) is converted to a formal lease from
the Government on a Tong-term basis. Such a lease provides
secure tenure subject to the usual condifions of payment of
Tand tax (also introduced under the Act) and some zoning

restrictions in urban areas.

The full implementation of the Act would make land leased
under it and the development of such land suitable collateral
for mortgages, thus eliminating the main legal obstacle to
providing Tong-term mortgage financing. The Act also pro-
vides for a reljable system for transfer of lease rights
which will enable a market in land to develop in an open

and perhaps predictable way, although technically only the
improvements on the land can be so]d while the land itself
will simply be transferred at the request of the lease
holder. Full implementation of the Act would require a sub-
stantial increase in staff in the Lands, Surveys and Physical
Planning Department as well as local Land Registration Offices

and Land Advisory Committees.

The Administration of Lands Act (principally applying to urban
areas) has not been implemented because the chiefs were reluc-
tant to relinquish their Jand allocation powers as specified

in the Act. Also, the staff capability has not been adequate

to handle the necessary land survey and registration activities.
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Thus, while the 1973 Act remains on the books, land alloca-
tion and transfers continue under the traditional system
with some stop-gap safeguards adapted by the financial insti-
tutions to protect their loans on real estate construction

and sales.

In 1978 new legislation has been drafted which is intended
to replace the two 1972 Acts with one new Lands Act. The
key difference between the new Act and the old is that
Principal and Ward Chiefs would retain their powers to grant
new land titles, while all other land transactions and other
dealings would be controlled by the Minister of the Interior.
Reportedly, the Chiefs are willing to accept this new legis-
lation. The bill was introduced in Parliament in late May

1978.

Town Planning and Urban Government Legisiation

Two very important bills were being considered by the Cabinet
and Parliament in May 1978 which would, when implemented,
greatly change and strengthen the urban plarning and develop-
ment regulation powers of Government. These are the Town

and Country Planning Act and the Urban Government Act--these
are completely new, there have been no such acts in Lesotho

previously.

Under the draft Town and Country Planning Act of 1978 (second

draft, February 1978) the Planning Authority (not specified,
but probably the Ministry of Interior) would prepare Land
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Development Plans for all Lesotho which would include: "Mak-
ing available and regulating the Tayout and development
(including phasing) of land for housing, and "Regulating

the layout of housing areas, including the density, spacing,
grouping and orientation of housing in relation tc roads,

open spaces and other buildings."

Moreover, the Planning Authority would have important powers
directly related to the location and provision of roads and
utilities. Also, the Planning Authority could require that
property developers provide utilities as a condition of land
use regulatory approval by: "Prescribing the character and
type of public utility services or other works which shall
be undertaken and completed by an applicant for permission

to subdivide as a condition of grant of such permission."

Other important powers of the Planning Authority would be:
“Making any provision necessary for - adjusting and altering
the boundaries of urban areas and any villages," and "Enabling

the establishment of satellite and new towns and villages."

Town Councils would be created under the proposed Urban

Government Act, 1978. Under this act, a Town Council would

be able to provide roads and sewer and water services to Tands
within its municipality. The costs, of such improvements
could be borne fully by the Town Council, levied against the
benefiting property owners or shared between the council and

property owners (specifics are in the Act). The principal
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is established that major facilities (main roads, utility
plants and major lines) should be paid fully by the Town
Council. Councils would have the power to tax property,

charge fees and receive funds from the Government.

Capacity for Land Use Regulation and Planning

The Lands, Surveys and Physical Planning Department cur-
rently has only a small fraction of its approved staff posi-
tions filled. As in most other institutions in Lesotho,

the main obstacle to more rapid expansion of the Depart-
menit's capacity is the lack of trained and skilled people

in the country. There are a number of staff members cur-
rently being trained abroad, but much more recruitment and
training has to be done. This office which has the function
of planning, zoning, registering and regulating land for
residential and other uses is a key to the success of any

large scale shelter programs.

While raw land is available in sufficient quantities and

legal procedures are being established for land development,
use, mortgaging and sale, the actual delivery of planned,
registered and developed land for large residential projects
will continue to be held up by the shortage of staff and

hence inadequate capacity of the Lands, Surveys and Physical
Planning Department’ of the Ministry of Interior. Every ef-
fort should be made to recruit and train new staff to bring
the department up to full staffing as soon as possible. Addi-

tional foreign technical assistance is needed in this area.
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FINANCIAL INSTITUTIONS

A.

Financial Conditions in General

The GOL is a member of the Rand Monetary Area, along with the
Republic of South Africa and Swaziland, and uses the South African
Rand as its currency. Accordingly, exchange rates are based upon
those of the South African Reserve Bank. The Lesotho Government
Registrar of Financial Institutions, within the Ministry of Fi-
nance, is the exchange control authority for the government and
has designated Barkleys Bank International Ltd., the Standard

Bank Ltd. and the Lesotho Bank as authorized dealers. The Reserve
Bank makes available foreign exchange for transactions to Author-

jzed Dealers.

The Minister of Finance announced in May 1978 that the Government
has decided to create its own currency which will be on a par with
the Rand. Both the new Malote and the Rand will be legal tender

in Lesotho.

Interest rate structures are tied closely of course to rates in
South Africa. In 1976, the two private banks paid 3-1/2% on
regular savings accounts and from 4-1/2 to 7-1/2% on fixed depos-
its. The Lesotho Bank paid 5% on regular savings accounts. The
prime rate was 10-1/2% and lending varied from 1% to 3% over

prime.

21
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While there is as yet no central bank, the Registrar of Financial
Institutions is increasing its effective control over money and
banking. Its activities have encouraged the commercial banks to
increase the proportion of their depos%ts lent out in Lesotho.

In 1977 the proportion had risen to 55% from 46% in 1976 and is
expected to go higher to near its effective 1imit of 70 to 75%
over the next few years, according to U.N. analyst D. W. Hill.
Treasury Bills are now issued and there is a possibility that
bond issues will be made for the Government in the future as part
of the movement of funds into domestic investment. This trend is
very important, since large amounts of development resources have

been leaving the country (mainly to South Africa).

The Lesotho National Development Corporation (for tourism and
industry), the Lesotho Building Finance Corporation (for housing)
and the Lesotho Agricultural Development Bank are institutions
created to assist the growth of the economy. A National Insur-

ance Company has just been created.

Some commercial bank statistics for the period 1974 to 1976 are
presented below. The commercial banks have managed to build up
their foreign assets moderately between 1974 and 1976, but the
Government has moved from a position of a net depositor to one
of a net borrower. Its net deposits in the Commercial Bank fell
from R6.14 million at December 1975 to RO.8 million at December

1975 and by December 1976 it was a net borrower of R1.47 million.
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MONETARY SURVEY, 1974 TO 1976
(Figures in miTTion Rand at end year)

Commercial Banks 1974 1975 1976
Net foreign assets 14.13 17.53 18. 36
Net claims on Government -6.14 -0.81 1.47
Claims on official entities 1.57 1.40 <.34
Claims on private sector 9.21 8.99 11.92
Demand deposits 6.02 7.98 11.84
Savings and time deposits 14.92 18.82 23.97

Other items (net)2/ -0.50 1.51 0.98

Source: Kingdom of Lesotho: Annual Report of Registrar of Financial
Institutions, 1976.

E/Excludes bank reserves

In 1976 claims on the private sector and official entities rose
from a total of R10.39 million to R14.26 million, an increase of
37%. Demand deposits and savings/time depositc both showed sub-
stantial increases in 1976 of 48% and 27% respeciively. The money
supply should include currency outside banks, but there is only a
rough estimate of R12.5 million to R15 million for total currency

in circulation.

Additional domestic savings are reflected in the expanding cooper-
ative credit union movement. Together with the commercial banking
sector, total private domestic savings amounted to approximately

R19.3 million in December 1975.
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LESOTHO DOMESTIC SAVINGS

Commercial Banks (Dec. 75)1/ 18,820,000
Cooperative Credit Union (Members Savings-Dec. 75) 498,000
Total 19,318,000%/

1/ This includes the accounts of Post Office Savings scheme which was
dissolved and transferred to the Lesotho Bank in 1973. It does not
include demand deposits.

2/

= This does not include the savings and non-credit union cooperative

groups such as agricultural cooperatives, consumer cooperatives, etc.
The rate of accumulation of savings has thus been more than satis-
factory, and in fact, has caused excess liquidity in the banking
system. Despite this liquidity the banks have maintained a high
differential between interest rates paid on savings and those on
loans. If Lesotho's private development potential is to be real-
ized, banks must pay attractive interest rates and make Tloans

available on reasonable terms.

Generally speaking, the banks are not actively engaged in lending
for housing. Forty-five to 55% of loans in recent years have gone
into hotels, the wholesale and retail trades and restaurants. Loans
for housing construction and purchases are made as personal (and
commercial loans for only a few year to well qualified borrowers).

(The role of the Building Finance Corporation is described below. )

It is noteworthy that most financing for shelter in the informal
construction sector or popular construction derives from personal
savings. A random survey of households in Maseru, Mafeteng, and

Teyateyaneng shows that only 16 of 129 houses were financed with



25

loans. The rest came from private savings. The following chart

will show the results of this survey.

SOURCES OF FUNDS FOR POPULAR CONSTRUCTIONY

No. of
Area Household Sources of Funds

Banks Credit Union Private

Loans Loans Other Savings
Teyateyaneng 32 - 2 1 29
Mafeteng 29 - - 6 23
Maseru _69 2 3 2 _61
Total 129 2 5 9 113

1/ Unpublished, Case Studies of Non-Conventional Financing of Low-Income

Households in Upper Volta, Cameroon, Chad and Lesothc, August 1975.

The following sections will describe highlights of the various

financial institutions presently cperating in Lesotho.

B. Lesotho Bank

The Lesotho Bank was established by the Government in 1972, and
began operations in 1973 as a means of avoiding total reliance
on externally owned financial institutions for the country's
banking services. Although originally conceived as a develop-
ment bank, it's functions have largely now become those of a
commercial bank, with similar services offered to the public as
Barclays and Standard. By December 1975 commercial activities

exceeded its development work.

At the outset the Bank received the accounts of the 23,000 depos-
itors of the postal savings system, and by the end of 1974 had

over 32,000 accounts (including checking). The Bank has grown
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rapidly and has continued to expand its facilities and outreach

throughout the country,

Beginning in January 1976, the Bank became the depository for the
so-called Deferred Payments by Basotho miners working in the
Republic of South Africa. The Bank pays 5% on these trust funds
and they are drawable only when the miner returns to the country,
except under special circumstances. The demand nature of these
deposits has constrained the Bank from using these resources for
medium or longer term investments untjl they have more experience

on the longer range stability of these deposits.

The Bank is also Trustee for the civil servant compulsory savings
plan instituted in 1975 for higher paid Government employees which
amounted to about RSO0,00G by the end of the calendar year. These

deposits cannot be withdrawn for the first 5 years and earn 5%.

A large portion of loans are made to Government and statutory
bodies at less than market interest rate (5% - 8%). Up to now the
Bank has not made substantial conventional mortgage loans, but it
has used its funds to construct 27 houses owned by the Bank. One
program by the Bank to loan money for housing reportedly was aban-

doned before it ever became effectively organized and promoted,

Other Commercial Banks

1. Barclays Bank Intérnationa], Ltd.

Barclays has its main office in Maseru with two branches in
Leribe and Mohale's Hock, and two agencies in Mafeteng and

Outhing. 1In addition it operates in two mobile units out of
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Maseru. In 1976, savings deposits yielded 3-1/2% and with
time deposits paying up to 7-1/2%. Rates for general lend-
ing are one to three points above prime. At present, Bar-

clays has over 10,000 accounts.

Because of inaccessibility of data, the following observa-
tions should be treated with caution. The rate of savings
growth is strong, perhaps 20% or more per year. It is also
interesting 'to note that Barclays has been heavily committed
to real estat# lending; of their total individual loans it

it is estimated that as much as 75% is destined for residen-
tial construction. Loans are made for periods up to 3 years,
and a "mortgage bond" is placed upon the property for secur-
ity. Legal problems arise with respect to a lack of clarity
in many of the title deeds which lack precise surveys. How-
ever, a "diagrom deed" is now being frequently used to more
accurately define lot locations and measurements. There are
also problems regarding the Bank's ability to monitor the
construction of the housing loans. Foreclosure can also pre-
sent some difficulties, or better stated, delays, in view of
the need to secure the consent of the chief when a property
right is transferred. While the 1973 Administration of Lands
Act was intended to facilitate such transfers, that Act has

not been implemented.

What is significant to note is that despite the apparent legal
constraint, lending for housing is taking place and is obviously

profitable.
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It can be concluded that the Bank presently has more savings
than it can productively invest within the country and accord-
ingly, substantial amounts of assets are invested in affiliated

banks in the Republic.

2. The Standard Bank Ltd.

Standard is the oldest bank in the country having opened opera-
tions in 1901. They have three full branches in Leribe, Map-
tusoe, and Mohale's Hock; 9 agencies in smaller towns; and 1
mobile unit. The agencies provide the full range of banking

services but operate on restricted time schedules.

Standard reports savings up 20% to 30% during both 1975 and
1976 with approximately 10,000 accounts. In the past Standard
made considerable mortgage type loans but of late have shifted
away from these. Interest rate structures and lending rates

are essentially the same as those of Barclays.

The Bank made a substantial loan to the Lesotho National Devel-
opment Corporation (LNDC) to construct a 27-unit rental apart-
ment complex. The term is 20 years with a variable interest

rate tied to prime.

Credit Cooperatives

The credit union movement has been developing at a steady rate over
the past several years and of late has received the technical sup-

port of the U.S. credit union movement in consolidating its operations,

In December of 1975 the Lesotho Cooperative Credit Union League Ltd.
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(LECUSA) reported 48 functioning primary cooperatives with a total
membership of more than 20,000 members. Assuming an average family
composition of 4.5 and a population of about 1.2 million, the credit
union program is reaching almost 8% of total household units. While

data not available, the program appears to be increasing.

To date the program has been strongl; oriented toward the rural
sector with the many loans going for farm equipment and more recently
production credit. Total member savings amount to R498,000 with con-
solidated assets equal to R553,000. Loans are frequently made by
primary societies for building and roofing materials for housing

and it has been estimated that 1/4 of outstanding loans fall in this

category.l/

LECUSA has recently been given a grant from the U.N. Capital Develop-
ment Fund for U.S. $100,000 to enable it to accelerate its overall
program. LECUSA also is the recipient of a R30,000 through the Low
Cost Housing Company in accordance with an agreement between the

U.N. Capital Development and the GOL. The purpose of this loan is

to stimulate and improve housing in the rural areas.

Up to now the credit union movement has not received direct Govern-
ment support although it is the intent of the GOL to stimulate and
encourage the League's work. Much of the success of the credit
union program can be laid to a strong emphasis of training local

leadership. There would appear to be a strong potential demand for

Y Unpublished Case Studies of Non-Conventional Financing of Low Income House-
holds in Upper Volta, Cameroon, Chad and Lesotho, August 1975.
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home improvement loans among the membership.

Lesotho Building Finance Corporation

The Second Five-Year Development Plan states that the major tenet
of Government policy in the field of finance is to "maximize the
mobilization of national savings and maximize the use of those

savings productively within Lesotho."

Experience has demonstrated in many developing countries, where
traditional savings and loan or building society type systems are
instituted, that un]eS§ policy safeguards are set down which will
require the institution to make an equitable distribution of its
resources to the lower and middle income groups, most of the cap-
ital will be used for high-cost, low-risk housing loans. Exper-
ience has also demonstrated in many countries that small loans

to the so-called "weaker" or poorer segments of society are

remarkably good risks.

The Lesotho Building Finance Corporation (BFC) was created in

1976 as a statutory corporation attached to the Ministry of
Finance. [t charter is broad and generally along the lines of

a savings and loan association. It is the only institution
Lesotho has specifically created to finance housing. It can
finance land development and housing construction as well as pro-
vide housing mortgages. Legislation was introduced in the 1978
session of Parliament to enable BFC to offer higher interest

rates to savers in order to more effectively compete with interest

rates in South Africa.
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To date this fledging institution is untested. The manager.is a
very capable expatriate with less than one year remaining on a
two-year contract and the Ministry of Finance has yet to provide
his counterpart/replacement. Because adequate office space was
unavailable until now, only a few people have been hirad, savings
have not been accepted and only 26 mortgage loans have been made.
A construction loan to the Lesotho Housing Corporation also has

been made.

While the BFC is empowered by statute to make loans to lower-income
borrowers, the policies of the Board of Directors at this time seem
to be quite conservative i these regards (e.g., minimum 20% down-
payment, property rights must be clearly established, small loans
for upgrading/expansion are not planned at this time). It is
understandable that the BFC wants to establish prudent and attrac-
tive savings and lending practices and thus far its resources are
Timited. Nevertheless, it is very important to Lesotho that the
BFC finance housing for lower-income households since it is the

institution best able to do so.

BFC activities are expected to grow rapidly now that it has suit-
able accommodations to encourage savings and make loans as well as
having the prospect of greatly increased capitalization from the
Government budget and eventual proceeds from the sale of pool
houses. A crucial factor is experienced high-level management

capability.



HOUSING DEVELOPMENT INSTITUTIONS

informal sector. Private construction of more expensive houses has been
On a scattered site basis by individuals and small builders. The public

housing developers are LEHCO-0P and the Lesotho Housing Corporation.

A.  LEHC0-0P, The Low Cost Housing Company

This organization finds its roots as far back as 1969 when some of
the organizers of the Lesotho Credit Union movement residing at
the University instituted the Roma Valley Cooperative Housing
Scheme and a revolving fund was established for the construction
of 10 houses. A study, commissioned by the UNDP in November 1974,
provided the basis for the cooperative self-help housing develop-

ment program now being undertaken.

LEHCO-0P is organized under the LNDC to act as a sponsoring and

development organization for diverse low-cost cooperative housing
projects. It is patterned after similar Cooperative housing tech-
nical service organizations in both the developing and developed

countries,

The current p-rogram was made possible by a U.S. $240,000 grant for
infrastructure costs plus an additional grant of $525,000 to estab-
lish a revolving fund. A1l byt $30,000 of these amounts has been
allocated to the first project in Maseru, with the $30,000 being

32
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for small rural home improvement loans administered by LECUSA.
The GOL has added another $75,000 for two years to help defer the
initial start up cost of LEHCO-OP.

At present it is completing its first project of 210 units, to be
expanded in phase two by 70 units. Heavy emphasis is placed upon
self-help and mutual help efforts in its program. This is a dynam-
ic organization and has an ability to effectively marshall human

resources.

LEHCO-0OP is also contemplating opening an internal saving and credit
arrangement for members of its housing cooperatives. It currently
carries out the following functions:

e Design and planning of housing projects;

e Development of projects including land acquisition,
contracting and construction supervision;

e Organization and training of housing cooperatives
members;

e Organization and training for self-help construction;

o Production of wooden building components and cement
blocks;

e Management of cooperative housing organizations.

LEHCO-OP continues to benefit by very able management (both expa-
triate and Basotho). The staff of Basotho and expatriates is well
organized and hard working. The self-help techniques being employed
and the effort placed on education and training of the members--
training not only in the construction trades, but in the organiza-

tion of the coornzrative itself--continue to be impressive.
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LEHCO-OP 1is in financial difficulty because of delays in com-
mencing the CIDA project and lack of funding from the GOL. This
is most unfortunate since LEHCO-OP cannot continue to function
effectively without adequate financing on a continuing basis.
Certainly the worth of this organization and its approach to
providing low-cost housing have been well proven. Only in the
past few months has the GOL shown its interest in supporting
LEHCO-0OP with funding and a more effectijve organization (com-

bined with the LHC).

The Lesotho Housing Corporation (LHC)

The LHC is a subsidiary of the Lesotho National Development Cor-
poration (LNDC), and as such is wholly owned by the Government.
It has yet to be adequately capitalized and has produced few houses

since it was created seven years ago.

In 1976 a new manager was appointed, and he has provided the lead-
ership which, with an adequate increase in staff, would give the
organization an ability to plan, develop and manage several large-
scale housing projects. The LHC is empowered to perform the follow-

ing functions:

1. Planning and design of housing projects for civil servants,

middle and upper-income groups;

2. Planning and design of sites and services projects for low

and middle-income groups;

3. Development of housing and sites and services projects
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includihg cdnstruction supervision and general contracfing;
4. Marketing of housing and sites and service projects;
5. Managemenit df Government and private housing projects;

6. Providing cdnsulting services to Government and private

enterprises;
7. Developing a more effective private housing sector;
8. Providing mortgage insurance and appraisal services.

LHC continues as a grossly under-staffed and under-funded organiza-
tion. From 1971 to 1976 it produced only 15 houses. Since then

it has been responsible for the Arrival Centre of 43 prefabricated
houses for expatriates, 30 middle-income housing under construction
on land purchased from LEHCO-OP and an upper-income project near
the new Hilton Hotel. Also, it manages some blocks of flats and has
other housing schemes in planning stages. LHC also is hampered by

the delay in starting the CIDA project.

The proposal to merge LEHCO-OP and LHC into a new Housing Corpora-
tion could increase the prospects for both low-income and middle-
income housing by bringing housing development closer to the Govern-
ment decision-makers and minimizing the competition for and duplica-
tion of scarce technical and management resources. But most
importantly, housing needs a strong, sustained financial commitment

from the GOL.



CURRENT ECONOMIC SITUATION IN LESOTHO

The economy of Lesotho has several unusual characteristics because it is
completely surrounded by South Africa and inextricably linked with the
South African economy. In international trade and currency exchange it
is a part of a customs and currency union with the Republic of South
Africa, Botswana and Swaziland. About half of the male working force
from Lesotho is employed in the Republic. Nearly all manufactured gnods
are either produced in South Africa or imported through South Africa.
These close links to the South African economy are facts to be kept in

mind when considering the economy of Lesotho.

A. Growth and Composition of Gross Domestic Product and Income

Lesotho Gross Domestic Product (GDP) increased from R52.2 million

in 1972/73 to an es.’'mated R126.0 million in 1977/78, a totual of
R63.8 million or 102% in five years. Remittances of income earned

by Basotho in South Africa are not included in GDP. Estimated remit-
tances grew from R20.7 million in 1972/73 to R120.1 million in
1977/78, a total of R99.4 million or 480%. Thus, total GDP and
remittances increased from R87.4 million to R292.8 million, ¢ total

of R205.4 million or 235%.

The following table shows the estimated composition of Gross Domes-
tic Product in 1977/78: This distiribution was derived using the
reported 1974/75 distribution by sector (the most recent available).
Comparison of absolute amounts for 19/4/75 and 1977/78 is not
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recommended since the Ministry of Finance now estimates that GDP

in 1974/75 was R94.7 million, not R71.2 million.

Note that although

95% of the population of Lesotho live in rural areas, including many

small villages, only 45% of GDP is contributed by agriculture and

only 0.4% by local mining and quarrying.

As the table reveals, repatriated mining earnings are nearly equal

to total GDP. The Ministry of Finance estimates that 72% of total

migrant earnings were remitted in 1977/78.

ESTIMATES OF LESOTHO GROSS DOMESTIC PRODUCT
BY SECTORS AND REPATRIATED MINING EARNINGS, 1977/78

Agriculture

Mining and Quarrying

Manufacturing and Crafts

Electricity

Building and Construction

Commerce and Catering

Transport and Communications

Banking, Insurance, Etc.

Ownership of Dwellings

Government Services

Other Goonds and Services
TOTAL GDP

Repatriated Mining Earnings

TOTAL GDP and RME

1974/75
Millions
of Rands Percent
32.0 45.0
0.2 0.3
1.7 2.4
0.2 0.3
1.6 2.2
9.7 13.6
1.1 1.5
0.9 1.3
8.6 12.1
13.6 19.1
a6 _2.2
71.2 100.0%
20.7
91.9

1977/78
Estimate
Millions of Rands

56.7
0.4
3.
0.

©o P O

17.

—

15.2
24.1

126.0
120.1
246.1



‘Sources:
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1974/75 GDP from Second Five-Year Development Plan; estimate of total
GDP for 1977/78 from Ministry of Finance; 1977/78 GDP estimates by
sectors based on 1974/75 percentage qistribution, calculations by
DeVoy Collaborative; repatriated mining earnings estimates by Ministry
of Finance. (Note that in 1978, Ministry of Finance estimates that
Gross Domestic Product in 1974/75 was R94.7 million rather than the
R71.2 million estimate in the Second Five-Year Development Plan; sec-
tor estimates only available for R71.2 million estimate.)

The composition of GDP may have changed slightly since 1972 with the

industrial and service sectors producing an even larger proportion of

GDP.

The Second Five-Year Plan objectives‘are to: (1) increase economic
growth, (2) improve social justice in the distribution of the benefits
of economic growth, (3) accelerate employment creation, and (4) achieve
greater economic independence. Specific quantitative targets are to
achieve a further 40% growth in real GDP by 1980. Broken down by sec-

tor the targets are as follows:

1979/80 TARGET SECTORAL INCREASES IN GDP OVER 1974/75 (1 RAND = $1.15 US)

(In Constant 1974,75 Prices)

Amount in Percent of Total
Sector R millions GDP_Growth

Agriculture 12.1 36
Mining & Quarrying 5.0 15
Manufacturing & Crafts 2.0 6
Electricity 0.3 1
Building & Construction 2.0 6
Commerce & Catering 3.9 12
Transport and Communication 0.5 2
Banking & Insurance 0.3 1
Ownership of Dwellings 0.5 2
Government Services 6.3 19

Total 32.9 100
Source: Calculated from material contained in the Second Five-Year Development

Plan, Vol. I.
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From these figures it is apparent that a major expansion of urban
sector production and employment is envisioned. Therefore it is
anticipated that urban populations, particularly in Maseru and the
new industrial site, Maputsoe, will increase dramatically. The
impact of the expected population growth on housing demand is ex-

amined in a separate section.

Per capita income and household income are difficult to define be-
cause there is little statistical data on the rural subsistence
sector and earnings from miners and other workers in South Africa

are a significant part of most families income. Combining 1977 Gross
Domestic Product of R126 million to repatriated mining earnings of
R120 million yields a Gross National Income estimate of R246 million.
With an estimated population of 1.2 million (95% rural), the Gross
National Income per capita is R295--at least three times what it

was in 1972.

One rather unusual characteristic of the economy is that the general
distribution of income is quite egalitarian, particularly in rural
areas. The income distribution indicated below is probably a result
of traditional rural systems of land allocation and cattle ownership
which provides a rather even distribution of productive assets. ‘The
heavy participation of workers in mining and other jcbs in South
Africa also creates an equalizing effect on incomes throughout the

country.
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INCOME DISTRIBUTION

Percentage of Population % of Total Income

by Income Levels {Excluding Expatriates)
Lowest 5% 4%
Lowest 20% 16%
Lowest 40% 32%
Highest 40% 50%
Highest 20% 30%
Highest 5% 11%

Source: 1970 Argicultural Census and 1972/73 Urban Household
Budget Survey as reported in Second Five-Year Develop-
ment Plan, Vol.'1.

Urban incomes, particularly in Maseru, do not reflect this general
equality of income because of the concentration of expatriates, senior
civil servants, and wealthy members of the private sector. In Maseru
the lowest 5% receive 1% of tota] income while the highest 5% receive

26% of total income.

Another economic factor which is important to shelter and housing
programs in Lesotho is the rate of inflation. Lesotho's inflation
rate is closely tied to the rate of inflation in South Africa and can-
not be controlled internally because of the common currency arrange-
ment. Over the past several years inflation has been about 12% per
year with the mid-1978 price index for Maseru being about 200 based

on a 1972 price index of 100. Although this rate of inflation is not
extraordinary in view of recent worid-wide inflation, it means that
some type of maintenance of value mechanism might well be considered

in internal financing of a housing program.
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International Trade and Foreign Assistance

Because Lesotho uses the South African Rand (R1.00 = $1.15 U.S.) and
is part of a currency and customs union with South Africa, its ability
to obtain foreign exchange through trade is not a significant factor.
The trade statistics may not be very raliable, but for 1976 imports
were valued at R179.9 million while exports were valued at R10.0 mil-
Tion. Normally such a trade deficit would not be sustainable, but
because of the large volume of remittances and savings brought in by
weorkers from South Africa (estimated about R102.3 million in 1976)
and substantial foreign assistance (R20 to R40 million per year) this

gap is much smaller than it would appear.

Foreign assistance for the Second Five-Year Development Plan (1975/80)
is expected to be R137 million of which R85 million was already com-
mitted in 1976. Outstanding Government loans from foreign sources
include about $14.5 million U.S. from the IDA with a 3/4% service
charge, k 750,000 from the United Kingdom at 5-1/2% to 7% interest,
U.S. $600,000 from the UNDP at 3-1/2% and R283,000 interest free from
South Africa. Foreign assistance other than the loans noted above

has been on a grant basis. The largest sources of committed foreign

capital assistance for 1975/80 are indicated in the following table:
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IDENTIFIED EXTERNAL FUNDING OF CAPITAL PROJECTS IN THE

SECOND NATIONAL DEVELOPMENT PLAN (1975/80) BY SELECTED SOURCES
{(In MiTlions of Rand)

DeBeers/Anglo American 23.41/
United Kingdom 11.5
UN World Food Programme 113
Canada 7.3
[.D.A. 7.1
Catholic Relief Services 5.5
U.S.A. 3.8
African Development Fund 2.9
West Germany 2.4
Sweden 2.2
Denmark 2.0
UNDP 1.4
UN Capital Dev. Fund .95

Source: Report on the 1975 Donor Conference

1 Of this, R23 million is for a joint venture diamond mine.

C. Government Revenues, Expenditure and Debt Servicing

Government revenue rose dramatically during the First Five-Year Devel-
opment Plan (R11.6 to R29.0 million) and resulted in the GOL being
able to generate a surplus over recurrent expenditures which was one
of the targets of the plan in seeking to achieve greater economic
independence. As is indicaled in the table below, this also generated
a substantial surplus in the government budgets in 1974 and 1975. The

These reserves are used partially to finance further capital development
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projects, but a continuing reserve will be maintained to compensate

for any unforeseen changes in revenue.

The following table, showing the anticipated budgetary situation

for the Second Five-Year Development Plan, indicates that domestic
revenue and foreign assistance are expected to continue to rise
rapidly so that the development program can be increased substan-
tially. The level of foreign assistance in Rand shown in this table
was increased substantially by the currency devaluation, and addi-
tional assistance has already been committed. Therefore, the GOL
revenue expectations have been substantially increased over the

figures shown below for the period 1975-80.



OVERALL BUDGETARY SITUATION, FIRST PLAN
(In thousands of Rand)

69/70 70/71 71/72 72/73 73/74 74/75 FIRST PLAN TOTAL

Domestic Revenue 11,644 11,409 12,410 12,931 21,356 23,953 87,059
Recurrent Expenditure 11,186 12,013 12,166 13,636' 15,688 17,406 70,909
Less Debt Service 236 238 244 291 278 580 1,631
Recurrent Budget Surplus 222 - 842 - 996 + 5,390 + 10,967 14,519
Actual Development Expenditures

on Capital Acct. 1,766 2,143 3,826 3,260 4,934 6,217 20,380
From Domestic Resources - - - - 1,252 1,007 2,259
From Other Sources 1,104 2,937 3,478 3,121 3,908 3,360 16,804
Surplus/Deficit Capital Account - 662 + 794 - 348 - 139 + 226 - 1,850 - 1,317
Recurrent & Capital Account

Balance - 440 - 48 - 348 -1,135 + 5,616 + 9,117 + 13,202
Cumulative Reserve N/A N/A N/A - 1,135  + 4,481 + 13,598 + 13,598

Source: Second Five-Year Development Plan, 1975-1980, Central Planning and Development Office.

144



OVERALL BUDGETARY SITUATION, SECOND PLAN

(In thousands of Rand)

75/76 16/77 77/78 78/79 79/80 SECOND PLAN TOTAL

Domestic Revenue 25,000 31,000 36,000 37,800 40,100 169,900
Recurrent Expenditure 26,000 27,000 29,000 31,900 35,850 149,350
Debt Service 400 500 700 1,000 1,100 3,700
Recurrent Budget Surplus - 1,000 + 3,500 + 6,300 + 4,900 + 3,150 + 16,650
Planned Development Programme 12,500 16,000 16,000 17,000 18,500 80,000
Financed by Recurrent Appro-

priation 4,500 4,500 4,500 4,500 4,500 22,500
Financed From Other Domestic

Sources - 2,500 2,500 - - 5,000
Financed From Other Sources 8,000 9,000 9,000 12,500 14,000 52,500
Recurrent & Capital Account

Balance - 5,500 - 1,000 + 1,800 +200 - 1,350 - 5,850

Source: Second Five-Year Development Plan

G
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The following table showing the sectoral breakdown provides an in-

sight into Government development priorities.

Note that Industry,

Commerce, and Tourism and Economic infrastiucture receive the largest

increases in capital investinent hetween 1975 and 1980, nearly 300%

and 250% increases respectively.

opment along with a rather r pi

"h in the Government sector are

causing a rapid rate of urLon < velopment.

SECTORAL ANALYSIS OF FXPENDITURE

(in thousands of Rand)

Agriculture and Rural Development
Industry, Commerce and Tourism

Natural Resources

Economic Infrastructure

Education

Other Social Infrastructure

Government Services

Other Expenditures Including De?t Service

Total A1l Sectors

Recurrent
Capital
Total

Recurrent
Capital
Total

Recurrent
Capital
Total

Recurrent
Capital
Total

Recurrent
Capital
Total

Recurrent
Capital
Total

Recurrent
Capital
Total

Recurrent
Capital
Total
Recurrent
Capital
Total

Cireatly increased industrial devel-

1969/70  1974/75 1979/80
1,091 1,932 5,461
651 3,927 7,000
1,742 5,859 12,461
108 430 1,064

42 728 2,860

150 1,158 3,924

51 132 355

52 174 20

103 306 375
855 1,225 3,387
512 1,071 3,800
1,367 2,296 7,187
2,244 4,916 9,722
110 1,206 1,800
2,354 6,122 11,522
1,331 1,571 3,750
286 1,098 2,120
1,617 2,669 5,870
4,581 6,378 11,079
113 676 900
4,696 7,054 11,979
925 1,402 2,114
925 1,402 2,114
11,186 17,986 36,950
1,766 8,880 18,500
12,952 26,866 55,450

Note: Expenditure figures for 1969/70 and 1974/75 are actuals.
are estimated in 1974/75 prices and allow for slippage in the capital expen-

diture program,.

Source: Second Five-Year Development Plan

Those for 1979/80
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Current debt servicing for 1977/78 is R730,000 which is on]y'l.s%

of recurrent revenues. The total public debt outstanding in March
1977 was R21.3 million. As can be seen in the budget for the Second
Five-Year Development Plan, it is expected that debt servicing will
rise to about R1.1 million by 1980, but this will still be only about

2.5% of total domestic revenues.

The remainder of this discussion on Government revenues, expenditures
and debt service is excerpted from "Lesotho Survey of Recent Economic
Development Prospects and Major Policy Issues," 1977, by D. W. Hill,
ECA Regional Advisor, United Nations.

The Lesotho Government continues to adhere to a policy of maintaining
a balanced budget and of building up adequate reserves in compliance
with the Finance Amendment Act of 1975. However, in 1977 it had be-
come obvious that imported inflation had reduced the purchasing power
of the existing reserves as well as increasing the monetary cost of
commitments under the capital development programme. At the same
time a sericus crisis had arisen over the level of salaries of
Government servants which had particular ramifications on the tech-
nical and professional nersonnel required to plan and implement
development projects including those accountants whose work was
essential for the continued receipt of project aid for on-going

projects.

A sum of R5.8 million was included in the recurrent expenditure
estimates for 1977/78 for contingencies including essential salary

increases.
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The total recurrent expenditure estimates in 1977/78 were R48.9 mil-
lion, a rise of 21% over the 1976/77 revised figures of R40.3 million.
Excluding allocations for the capital account, recurrent expenditure
was R32.6 million in 1976/77 and R43.4 million in 1977/78, the in-

Crease being 33%.

There is a large projected increase in recurrent revenue from a
revised figure of R30.3 million in 1976/77 to R48.9 million in 1977/78
with virtually all the increase due to a doubling of customs and
excise revenue from R16.5 million to R32.8 million. A high propor-
tion of this customs and excise revenue arises from the working of

the Customs Union Agreement.

The capital account has already been referred to briefly above. The
total of recurrent and capital expenditure excluding appropriations
to the capital account rises from R62.2 million in 1976/77 to R80.1
million in 1977/78. 1If directly funded donor projects are added the
total in 1977/78 becomes R99.4 million compared with about R74 million
in 1976/77.

SUMMARY _OF GOVERNMENT REVENUE AND EXPENDITURE,

1975/76 T0 1977/78
{(in miTlion Rand)

Estimates or Revised Estimates 1975/76  1976/77 1977/78

Recurrent revenue 28.89 30.26 48,91
Recurrent expenditure®’/ 28.47 32.64 43.37
Surplus or deficit . 10.42 -2.38 15.54
Capital expenditure® 16.48  29.58  36.75
Financed domestically 6.88 10.56 8.54

Financed externally 9.60 19.02 28.23
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Source: Revenue and Development Accounts Estimates of the Kingdom
of Lesotho, 1975/76, 1976/77, 1977/78.
a/ Excludes appropriations to the capital account

b/ Excludes capital expenditure directly funded by foreign donors

The proportion of capital expenditure financed externally has increased
at a fast rate since 1975/76. 1In 1977/78 this proportion will be as

high as 84% when directly-funded projects are included.



VI.

HOUSING MARKET

A.

Need for Housing in Urban Areas

The major factors which determine the need for housing are popula-
tion growth, housing condition and replacement rate for the existing

housing stock, and overcrowding in the existing housing stock.

1. Housing Needed for Population Growth

The results of the 1966 Census and the 1972/73 Urban House-
hold Budget Survey were compared to derive approximate
annual growth rates for selected urban areas. Further,
consideration was given to potential.increases in urban
population resulting from increased employmeat opportuni-
ties. For example, urban employment in "modern sector"
categories in lesotho (i.e., manufacturing, construction,
government, tourism, other services, and labor intensive
works) was projected to increase from 27,500 in 1975 to
46,000 in 1980, or about 12% per year compounded (esti-
mates from Second Five-Year Development Plan). Manufac-
turing employment was projected to increase from 2,000 to
6,500, or 25% a year compounded, while Government employ-
ment was projected to increase from 9,200 to 12,300, or

6% per year compounded.

Based on these considerations, the same growth rates are

used in this update as were used in the 1976 Lesotho

Shelter Sector Analysis.

50
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ESTIMATED 1978 POPULATION FOR SELECTED URBAN AREAS

Name of Area* Growth Rate 1978 Population
Maseru 12% 43,000
Teyateyaneng 7% 9,000
Maputsoe 10% 6,000
Mafeteng 5% 3,500
Other Urban 3% _8,500
TOTAL 70,000

*Area includes official jurisdiction and adjoining developed areas.

Maseru
Teyateyaneng
Maputsoe
Mafeteng
Other Urban
TOTAL

Given the past urban population growth characteristics and

the additional incentives provided by planned economic

developments, the above estimated growth rates should be

appropriate for the next several years. Given the house-

hold sizes indicated in the Urban Houhehold Budget Survey

for the major urban areas, housing needs for new house-

holds is estimated to be as follows:

ANNUAL _HOUSING NEEDED FOR POPULATION GROWTH

Estimated
Current
Current Number of Growth Avg. Size Number of
Population Housing Units Rate Household Units Needed
43,000 | 9,900 12% 4.34 1,190
9,000 1,900 1% 4,65 135
6,000 1,400 10% 4.34 140
3,500 900 5% 4.08 45
8,500 2,000 3% 4.34 60
70,000 16,100 1,570
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Housing Needed for Replacement of Existing Stock

It was nct possible to get an accurate census of the ex;st-
ing housing stock in Maseru or other urban areas. However,
the Maseru Housing Survey carried out in April 1973 does
provide a good indication of various aspects of the condi-
tion of the housing stock. There is also a large amount of
Government housing, about 2,000 units including pool and
tied housing of which about 1,500 are located in Maseru.
This housing is built and maintained by the Government and
is rented on a heavily subsidized basis to civil servants.
There are no precise statistics available on Government
housing since some units are no longer officially main-
tained or rented by the Government but this clearly con-
stitutes the largest portion of housing produced by the
"formal" sector in urban areas. Because of inadequate main-
tenance and repairs over many years, most Government houses

have serious problems which will be expensive to correct.

In general, the housing types in Maseru--based on direct
observation, Government housing stock estimates and the

Maseru Housing Survey--can be classed as follows:
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APPROXIMATE COMPOSITION OF MASERU HOUSING STOCK

Est. Current

Percent of Total Construction

Type of Unit Description Hous1ng Stock - Or Rental Cost
Luxury-Expatriates, 100 - 150m2 + 5% R15,000-35,000
Senior Civil 2 or 3 bedroom
Servants Modern full
Services
Standard Medium-Cost, 25 - 35m%, full + 15% R8,000-12,000
Middle & Junior services,
Civil Servants contractor built
Permanent Owned 25 - 35m%, Single + 15% R2,000-3,500
family, no piped
sewage or electricity,
Masonary construction
Hired labor or self-
help
Permanent Rental One-Room units sharing  + 25% R10 - 30/mo.
common services, (Rent)
masonary, hired labor
construction
Temporary Owned 20 - 30m® traditional  + 20% R500-800
mud construction, no
private services, 2 or
3 rooms, self-help
built
Temporary Rental One-Room units sharing + 20% R8 -~ 12/mo.
common public services, (Rent)

traditional mud con-
struction

Some of the relevant statistics from the housing survey on

which the above table is based are that 61% of all houses ’

are built of brick or stone, 60% have mud floors, 93% have

tin roofs, 23% have piped sewage, 50% have private water

taps, and 7% have electricity.

From these statistics, it appears that about 50% of the hous- |

ing units in Maseru should be replaced or substantially
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upgraded during the next 10 years. Thus, the replacement
rate for the total housing stock would be about 5%. For
other urban areas, there are no statistics on the condition
of the housing stock, but apparently there is an even lower
percentage of permanent housing. Therefore, a replacement

rate of 5% per year is a reasonable and conservative figure.

Overcrowding

The average persons per room ratio for ﬂaseru is 1.9 but
rises to 2.8 for the lowest income group. This indicates
that many low income families 1ive in a single room. It was
observed that this is the case for nearly all low income
renters.  These facts seem to indicate that there is over-
crowded 1iving conditions for a large portion of the urban

populatign.

How much overcrowding there is will depend on the definitijon
of the term. If the U.N. standard of 1.5 persons per room

is used, then a majority of households are living in over-
crowded conditions. If a more moderate standard of ? persons
per room is used, 30% to 40% of Maseru households would be
cvercrowded. However, because the concept of overcrowding

is culturally defined, it is felt that no specific figure is
appropriate and that to a large extent overcrowding will be
eased by providing sufficient housing for population growth
and replacement of upgrading of temporary housing units

over the next 10 years.
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Another important factor is that a large number of pebp]e
who work in Maseru live there during the week and return
to their villages most every weekend. Thus, there are
many households comprised of unrelated individuals whose

families remain in the villages.

ESTIMATE OF ANNUAL URBAN HOUSING NEED

Annual Need for
1978 Population Existing need for Popula-

Popu- Growth Housing Replace- tion Total
Name of City lation Rate Units ment Growth Need
Maseru 43,000 12% 9,900 495 1,190 1,685
Teyateyaneng 9,000 1% 1,900 95 135 230
Maputsoe 6,000 10% 1,400 70 140 210
Mafeteng 3,500 5% 900 45 45 90
Other Urban _8,500 3% _2,000 100 60 160
TOTAL 70,000 16,100 805 1,570 2,375

B. Capacity to Pay for Housing

Most of the urban population of Lesotho cannot afford modern stan-
dard housing. This fact has emerged from the following analysis of

income levels and distributions, estimates of savings accumulation

and percentage of income spent on housing.

The inescapable conclu-

sion of this analysis is that the lower income half of the urban

population must rely on self-help techniques to afford even the

most modest accommodation with adequate water supply and sewage

disposal.

1.

Household Income Levels and Distribution

Information on household incomes in Lesotho is obsolete
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and fragmented at best. More research needs to be done

on this important subject on an ongoing basis.

The income distribution data from the 1972/73 Urban House-
hold Budget Survey seems to be the best available, but
major changes have taken place in six years which make it
unreasonable to use these data as they are; also, adequate
indices are not available to update the survey data

accurately.

For purposes of this study, pieces of available income

data have been combined to provide a very general picture
of current household incomes. Information on incomes of
Government workers, the formal private sector and migrant
miners is described below. General household income pat-

terns are derived from these data.

Government employment in Lesotho amounts to nearly 11,000

of the 33,000 workers in the modern sector. Since 1972,
there have been two general salary increases--one averag-
ing 5% and the other 23%. In addition workers received
nominal ingrade increases and some workers were promoted
to better paying jobs. Therefore, Government salaries
probably increased at least 30% since 1972. Since infla-
tion has been 100% for this period, Government workers
appear to have lost considerable buying power. The
median Government salary is estimated at R1,800 per year

or R150 per month. While the Government copy typist
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is paid R95 per month, most professionals earn less than
R300 and even permanent secretaries and ministers are paid
only R500 or so per month plus other valuable fringe bene-

fits.

The Bureau of Statistics, Ministry of Finance, reported that

private sector average monthly earnings were R85 in June

1977--average incomes ranged from R54 for manufacturing to
R255 for financial and business services. These estimates
cover 12,500 workers, or 38% of modern sector employment
including Government. It is estimated that earnings in the
private sector have increased at least 12% in the past year,

thus the median probably is R95 or more.

These income estimates for the private sector are supported
by the findings of a market survey of private sector employ-
ment carried out by the Low-Income Housing Company (LEHCO-0P)
in October 1975. This survey shows that reqular income

earners have wages as follows:

DISTRIBUTION OF WAGE EARNINGS IN PRIVATE SECTOR OF MASERU

Monthly
Wage Category No. of Employees Percentage
1975 1978 Estimate*
R50 or less R70 or less 916 . 54%
R50 - R67 R70 - R94 200 12%
R67 - R75 R94 - R105 374 22%
R75 and over R105 and over 210 _12%
TOTAL 1,710 100%

*Range increased 40% to account for estimated three-year increase in
price index.
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If, as is indicated in the Household Budget Survey, there are
1.3 income earners per household this means that about 46%
of the households earning income from the private sector may

be above R91 per month (R70 x 1.3).

Thus, with Government workers earning a median monthly income
of R150 and accounting for 33% of the urban modern sector
work force and the estimated private sector median income

of RIS for 38% of the modern sector work force the overall
median could be as much as R120. Considering there are 1.3
workers per household, the household median may be as much

as R156. However, the opinions of several informed persons
in Lesotho are that the median household income probably is

not this high.

The total cash earnings of the 129,600 Basotho working in
the mines in South Africa in fiscal year 1977/78 was R166.8
million, or R1,287 per miner. These workers comprised 60%
of the male Tabor force between 18-60 years of age in 1976.
While many of these miners are from rural areas, a large
share come from the urban areas as well; for example, in
1975, 31,000 came from Maseru District, 20,000 from Mafeteng

and 14,000 from Teyateyaneng.

The length of migrants careers average 25 years for workers
from the lowlands (including larger urban areas) and 20

years for those from the mountains.

(The above data are contained in the book Migratory Wage
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Labour, Its Role in the Economy of Lesotho, A.C.A. van der

Wiel, 1977 except for the 1977/78 data which comes from the

Ministry of Finance.)

According to the Earning and Expenditure Survey, in 1975 the.
average Mosotho miner repatriated 72% of his remuneration.
Applied to the average cash earnings of R1,287 in 1977/78,
that is R927 per miner for the year. These ramittances repre-
sent 49% of Gross National Income--and perhaps three-quarters
of total household income. While in 1972/73 the average
earnings for the 101,700 miners was R248, by 1977/78 average
earnings for the 129,600 miners had leaped to R1,287--a

per worker increase of more than 400% in only five years.
Matching the importance of these earnings to Lesotho is the
uncertainty of their continuing, given the political and

economic factors affecting southern Africa.

The average of R927 remitted by miners in 1977/78 is R77
per month. Data do not show how many of these remittances
would accrue to urban households, but it appears to be a
significant number. Thus, total household incomes in urban
areas probably are much greater than earnings of workers in
Lesotho would indicate--especially considering that the

mi jrant workers are five times the number working in the

modern urban sector.

The only available household income distribution comes from

the 1972/73 Urban Household Budget Survey Report. While
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miner remittances were included in those income data,
they appear to be grossly underestimated based on studies

cited in Migration Wage Labour. Nevertheless, updating

that income distribution for several urban areas enables
a better understanding of the housing price capabilities

of the Basotho.

Two basic assumptions are made: (1) The distribution of
the population has remained fairly stable since 1972; and
(2) Overall incomes have increased 100%. This second assump-
tion is based on the estimates that inflation (i.e., the
price index) increased 100%; Government salaries and wages
increased at least 30%; miner wages increased more than
400%; and that private sector income probably kept pace
with inflation--especially considering the enactment of

a minimum wage law. The following table shows the results
of updating the 1972 household income estimates using these
assumptions.

UPDATED DISTRIBUTION OF HOUSEHOLD INCOMES IN
SELECTED URBAN AREAS (R1.00 = $1.15)

1978 Annual 1978 Monthly Percent of Households in Income Ranges

Household Household Household Other
Income Range Income Range Income Range Maseru Teyateyaneng Mafeteng Urban
RO - R199 RO - R399 RO - R33 22% 47% 40% 34%
R200 - R499 R400 - R999 R33 - R83 33% 29% 32% 36%
R500 - R999  R1000-R1999 R83 - R167 23% 15% 19% 18%
R1000 & over R2000 & over RI167 & over _22% __ 8% _9% _12%

100% 100% 100% 100%
Approximate Median Household Income 1978: R80 R35 R46 R50

Source: Based on the 1972/73 Urban Household Budget Survey Report. 1978 incomes
assumed to be 100% more than 1972.
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From the above information, only a vague picture of house-
hold incomes emerges. For the modern sector work force the
median could be as much as R156 per month. Workers in the
modern sector apparently account for 70-80% of the urban
labor force, with most of the remainder engaged in informal
activities--relatively few are not working at all. Thus,
the overall urban median would seem to be something less
than R156 but significantly more than R100 per month. How-
ever, ubdating the Urban Household Budget Survey yields a
median of only R80 for Maseru and much less for other Tlarger
urban areas. As was pointed out above, it is probable that
there was substantial under-reporting of income in the 1972/73

Survey.

It is the conclusion of the housing consultant that the

mid-1978 median household income is at least R100 per month

for Maseru and probably as much as R120 for family households.

For unrelated individuals sharing a housing unit, incomes
tend to be much higher. For other urban areas, the household

incomes appear to be only 50-60% of what they are in Maseru.

Expenditures on Housing

According to the Household Budget Survey, households in var-
ious income categories were spending about the following per-

centages of their income on housing:
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PERCENTAGE OF INCOME SPENT ON HOUSING IN SELECTED URBAN AREAS

Urban Area

Maseru
Teyateyaneng
Mafeteng “
A1l Towns

Income Category
Low Low-MiddTe MiddTe High ATl

18% 17% 20% 17% 18%
12% 12% 20% 18% 16%
18% 17% 19% 18% 19%
16% 16% 18% 16% 17%

These figures include renters, owners as well as Government
employees who have highly subsidized rents. These figures
are somewhat conservative since they do not compensate for
either initial capital investment of home owners or the high
subsidies for civil servant housing. Therefore, it is Tikely
that most households would pay at least 25% or more of their
income to have the opportunity to become homeowners of a
standard, permanent house. This is borne out by the response
of participants in the low-cost housing project sponsored by

LEHCO-0P.

Accumulated Capital

There is a general belief that the proportion of income saved
and hence the capital accumulation is fairly high in Lesotho.
There are several factors which seem to support this. More

than one-half of the male working force (including the large
rural population) are working for cash wages in South Africa,
mostly in the mines. These people earned about R167 million

in 1975 of which about R120 million is returned to Lesotho in

remittances, voluntary deferred pay or cash. These "savings"
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average R923 per migrant worker. How long this money is

saved varies greatly, of course.

Another factor which supports the contention of fairly high
rates of saving and capital accumulation are that the com-
mercial banks are reported to have roughly 30 thousand
individual accounts and over R36 million in savings and

demand deposits not including the miners trust fund.

The Household Budget Survey also revealed that average
household savings rates are, as a percent of income, 6% for
the lowest income group, 11% for the low to middle-income
group and 30% for the high-income group. This would indi-
cate a substantial capital reserve in relation to current
income. Thus for an average household earning and saving
over five years they would have accumulated 30% of annual
income for the lowest income group, 55% of annual income
for the low to middle-income group and 150% of annual in-

come for the high-income group.

Given these statistics, which are supported by willingness
to invest in the Tow-cost housing scheme now underway, it
seems that even the lowest income groups could make at least
a 10% down payment on a house or lot and those approaching

the median income could pay as much as 25% down.

C. Effective Demand for Housing in Urban Areas

Given the facts noted above and matching housing needs to income

distributions the following table shows a breakdown of housing need
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by urban area and income category. Assumptions are that nearly
all replacement of substandard, temporary housing will be in the
two Towest income catcgories, and that population growth will be

evenly distributed among income categories.

The actual market for housing or serviced sites produced for sale
would not be the same as the housing need since some households,
particularly in the lowest income category below R50 per month,
may not wish to make a long-term investment in housing. However,
it can be expected that during the first few years of any large
scale housing program, demand would actually exceed the annual
need projection shown below because of the Targe number of house-
holds currently living in inadequate shelter. Over the long-term
(10 years) this need projection would approximate the effective
demand for the period, and it is therefore a good indication of
the level of production of housing and serviced sites that should

be the target for the combined public and private housing agencies.

One important factor in detarmining the demand for housing is the
availability of mortgage loans at rates and terms acceptable to
households. There is very little experience with home mortgages
in Lesotho. While savings generally appear adequate for down pay-
ments of 20-25% for middle-income housing, the Basotho are not
familiar with Tong-term debt and the overall cost effects of mort-

gage interest rates.

The need for housing, particularly for low income groups, is ade-

quate to support a substantial program for sites and services and



1978 Monthly Household Incom

ANNUAL HOUSING NEED FOR INCOME GROUPS IN SELECTED URBAN AREASl/

0 - R50

R50 - R100

R100 - R200

TOTAL

v Assumes replacement of 50% of existing hous
will be only within the Tow income groups w

2/

= General income ranges; R100 is estimated approximate househ

New
Replace
New
Replace
New

Replace

eg/ Number of Housing Units Needed
Maseru Teyateyaneng Maputsoe Mafeteng Other Urban Total
300 60 50 18 19 447
250 50 35 25 50 410
400 40 50 14 20 524
245 45 35 20 50 395
250 20 25 9 10 314
__240 s s 4 7 _281
1,685 230 210 90 156 2,371

Maseru)--probably R120 in Maseru itself.

ing stock over the next 10 years, and that these replacements
here housing conditions are worst.

old median for larger urban areas (including

69
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minimum self-help housing. For some of the lowest income house-
holds, home ownership may not be economically feasible, but for
the group with incomes between R50 - R100 there is sufficient

demand to support production of 900 units per year for several

years at least.
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Examples of Housing Stock
in Lesotho
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h.

Traditional housing using local
materials and self-help labor.
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Examples of very good self-help
aousing construction (upper) and
increasinglvy common rental row
houses (lower).
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lodern "Enalisti-style" house for
upper=income sousohol!ds and new
version of "ropdavel" houvses holit
by the ULl ror international

voluntoer woriers.
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One of the LEHCO-OP houses -
construction.

Emplovees of the Production Systems

Division of LEliCO-0OP engaged in the
manufacture of building materials,



VII. CONSTRUCTION, INFRASTRUCTURE AND LAND DEVELOPMENT

A.

Informal Construction Sector

The great majority of all residential construction in Lesotho is

done by the traditional and/or informal construction sector.

In rural areas, households along with friends and relatives con-
struct housing made entirely of locally available materials. The
traditional house is one or more round buildings made of mud brick
or stone with a thatched roof. Such buildings can be built quite
rapidly without special tools or hired skilled labor. The cash
cost is extremely small since most labor is self-help or voluntary
and materials are generally gathered from natural sources rather

than purchased.

Urban housing for low-income groups produced in the informal sector
retains many of the characteristics of rural, traditional housing.
Over half of all houses in Masery are still built of mud brick or
stone although burnt brick is becoming the dominant material for
new construction. Rondavels are becoming rare in urban areas and
have been replaced by square, one-room units often Tinked in Jong
row houses. The most pervasive adaption of "modern" building
methods is the use of metal roofing on nearly all housing and the

widespread use of metal window and door frames.
Typically, construction in the informal sector in urban areas is done

73
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through a combination of self-help and hired skilled labor with no

general contractor, architect, or other professional persons involved.

Land allocations made by the local chief do not coincide with the
installation of roads and infrastructure and there are no enforced

building codes for construction in the informal sector.

The quality and cost of construction in the informal sector may
var& considerably depending on the capacity to pay and desires of
the home owner. Although there are no well-documented statistics
or cost data on informal construction, it was observed that costs
of constructing a four-room 50m2 cement block row house cost about
R3,000 without any infrastructure. Local brick construction would
cost about the same, but mud brick construction would be much
cheaper (about half as much) with most of the cost being the metal

roof and door and window components.

Building materials are often stockpiled by the home owner long
before construction is actually started. Rather than borrowing
money to construct completed houses the construction process is
broken into a number of stages which are completed as resources
permit. After a person completes his own 2 or 3 room home he often
builds several rental one-room row house units on the back of the

lot as resources permit.

The durability of informal sector housing may vary from as high as
40 years or longer for stone or burnt brick but only 5 years for
mud brick. However, mud brick homes which are well-maintained and

frequently repaired can last much longer.
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Informal sector housing is seldom served by piped water and sewer-
age or surfaced roads and walks. Furthermore, there is no site
planning or regulation other than that imposed by the original
land allocations or by informal neighborhood groups. The Govern-
ment does provide public water taps in most areas and is extending

a few access roads into these informal residential areas.

The demonstrated capacity of the informal sector does indicate
that sites and service-type programs and self-help housing can be
successfully undertaken. Furthermore, the 1imited incomes of most
of the population suggest that informal, individual self-help

construction and supervised self-help are feasible solutions,

Formal Construction Industry

Nearly all construction done through a formal process of profes-
sionally designed and contractor-built buildings is done by or for
the Government and its parastatal corporations. There has been a
building boom in Maseru and new construction seems to be continuing
to increase. The largest projects underway are the new 200-room
Rilton Hotel, the lakeside commercial and industrial development,

and several office buildings on Kingsway.

There are more than 60 contractors operating in Lesotho. The 10
largest have done more than 50% of the public construction in
recent years (see list below). A number of these firms have the
capacity to do high rise concrete form construction. It ig esti-
mated that total annual capacity of the construction industry is

at least R5 million and as much as R10 million. Most of the large
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contracting firms are either owned or managed by expatriates,
mostly South Africans. The capacity of the formal construction
industry can be expanded by bringing in additional contractors
from South Africa, although the shortage of skilled labor in
Lesotho may also make it necessary to bring in this level] of
construction workers as well. For Tow-cost, self-help housing
and/or sites and services projects, the formal construction sector
would be concerned largely with infrastructure installation and

public buildings.

Although there may well continue to be a shortage of skilled labor
and contractors during the next few years as a result of the large
scale construction programs undeiway and planned, it should not be
difficult to contract the work needed for a sites and services and
self-help housing project even if contractors must be brought in
from South Africa. According to a study by the Ministry of Finance,
for the three years 1975/76, 1976/77 and 1977/78, public contracts
amounted to R21.2 million. LHC and LEHCO-OP accounted for only
R720,000 of this amount or 3.3%.

Ten Largest Construction Firms Operating in Lesotho:

Benco McCarthy
Sepson Manonyane
Herselman-Hicks M and C
Taiwan Senque

Forrest (10th company not specified)
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Infrastructure and Utilities

The Ministry of Works has direct responsibility for providing roads,
water supplies and sewage and garbage disposal. The Lesotho Elec-
tricity Corporation has full responsibility for installing and

managing the electric power-supply.

The water supply for Maseru is adequate with a current capacity
rated at two million gallons per day and current peak demand at
about 1.2 million gallons per day. The system is relatively well-
maintained and water treatment makes it unnecessary for consumers
to boil water from the piped system. As noted above, half of the
households in Maseru have private water taps, and most households
have access to public piped water taps. Provision of water taps

in new housing or sites and services projects should not be a prob-
Tem and the current supply would be adequate for a substantial

increase in the distribution system.

Sewage disposal in Maseru is a problem area because the current
treatment plants are already overloaded. The new plant about to

be completed will be able to service the current piped sewage sys-
tem, but will not provide for any significant expansion. In view
of the fact that only one-fifth of Maseru households have piped
sewage, an even larger treatment facility will be needed soon, if
the piped sewage system is expanded to cover a majority of Maseru's
population. The Ministry of Works also operates a service to empty
septic and conservancy tanks (which also includes many bucket
privies) for a nominal monthly fee which is much less than actual

costs.
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In spite of the difficulties of a system based mostly on bucket
privies and conservancy tanks, the sewage disposal is relatively
good. The soil conditions and rocky subsoil conditions do not
allow for widespread use of pit latrines in spite of the genar-
ally large lot sizes, and therefore it is felt that a piped
sewage system should be used as much as financially possible.
Some type of system for organic decomposition of wastes might
complement or be substituted for the existing bucket privies,
but this would require some research and development work before

being implemented on a large scale.

Roads and streets are built and maintained by the Ministry of
Works. There is an inadequate capacity within the Ministry to
properly maintain the existing road system. With the several
new country-wide road projects being supported by international
donors, under construction and planned, the Ministry's capacity
in this area needs to be greatly expanded or road maintenance

and repair will suffer even more.

The financing of infrastructure development is through a combina-
tion of rates (a general charge levied on all real estate to cover
general infrastructure costs), fees (such as the sewerage charge),
and loans and budget support to the Ministry of Works. Because

of the limited capacity and the inadequacy of income from rates
and fees, on-site water, sewer and roads capital costs should be
charged to housing projects and paid by homeowners through the
prices ¢ the housing units. Off-site infrastructure should

remain the responsibility of the Ministry and paid for from the
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rates and fees. General budget support of off-site infrastruc-
ture ought to be Timited to assist lower-income households with

their share of the costs.

Electricity is generally imported by the Lesotho Electric Corpor-
ation (a public Corporation) from South Africa although a major
plan has been formulated to produce hydroelectric power locally
with some power being exported to South Africa. Only 7% of house-
holds in Maseru use electricity, and there are only 4,000 indivi-

dual consumers in the country.

Costs of electrical poser are too high to make it suitable for low
and middle-income groups except perhaps for lighting. In low
Tevel civil servant housing where electricity is installed, it
often is cut off because the tenants will not pay the electric
bil1. However, the number of consumers and level of consumption
have continued to grow by about 20% per year. Although street
Tighting may be suitable for low and middle-income housing proj-
ects, individual connections will probably be affordable only by

the higher income groups in the foreseeable future.

Financing of electricity reticulation is provided by loans on
commercial terms to the LEC which it amortizes through electricity
service fees. Only about one-fourth of the electricity is used
for domestic purposes, and any increased demand for domestic

use could be easily accommodated within the system.

Land Use and Tenure

Questions regarding the legal and policy implications of land



80

ownership, use and transfer are described above, but the fol-
Towing comments relate to the physical planning and use for
residential development. Land for residential use around Maseru
and other urban areas is still readily available although within
the urban 1imits of Maseru nearly all land has been committed.
There is a plan to extend the boundary considerably. The tra-
dition of "free" land has encouraged the practice of providing
large lots even in urban centers. This causes the cost of infra-
structure to be very high and also results in excessively low
density settlements, except in the Tow-income areas where a
single 1ot may be used by a number of households. The lack of
an adequate physical planning capacity has also resulted in land
development on a scale too small to incorporate common facili-
ties such as schools, shopping, etc. within a residential devel-

opment.

2

Lot sizes vary from a low of 150m~ to 1,500m2 in Maseru. For the

Towest income group actual lot size per household in rental, row

house accommodations may be much less than 150m2

, but lot size

per owner (not including tenants) would indicate larger lots even
for the low-income group. The cost of infrastructure varies dir-
ectly with lot size (especially width) so that infrastructure

costs for lots over 300m2 become prohibitive for Tow-income groups.
If full costs of infrastructure were charged to homeowners, even
middle and upper-income groups would tind it difficult to pay “or

lots of 1,000m2 or more that are the current standard for senior

level civil servant and expatriate housing. Aside from the
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infrastructure cost, the traditional large lots mean that tﬁe
cities (even with small populations) will become so spread out
that transportation and communication will become a problem--
especially for the majority of the population that cannot afford
cars. Government officials increasingly are recognizing this

problem so smaller lots are likely to be developed in the future.

There is an inadequate physical planning capability in the
Ministry of Lands. This creates inefficient use of land and

makes it difficult or impossible to provide community facilities
and services. Few housing projects include a community center

or other public buildings; the LEHCO-OP project with its ade-
quate community facilities is an exception. There is a need for
planning of larger areas to assure that all community services,
roads and utility networks are used efficiently and are accessible

to the whole population.

Building Design, Costs and Building Materials

1. Building Designs

Traditional: As noted above, traditional rural housing
are rondavels of mud brick or stone with thatch roofs. A
single household has one to three such buildings. Costs
are minimal since labor is voluntary and materials are not
generally purchased but collected from natural sources.
Increasingly, however, wood to support the thatch roof as
well as windows and doors are purchased.

Transitional: Informal sector residential buildings blending

modern and traditional materials are generally two or three
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rectangular rooms about 9 to 12m2 each with a separate toilet,
Cooking is often done outside. Rooms are often in a row

with outside doors on each room although some are grouped

and have interior doors. There appears to be 1ittle differ-
ence in size or shape of rooms and a single room often serves
as a complete housing unit for a household. Common toilets
and water taps are quite common, especially in rental units.
Construction is either of mud brick or burnt brick with a
metal roof. Metal door and window frames are used if they

can be afforded. Costs may vary from R4O/m2 to R70/m2 depend-
ing on the type of materials.

Modern Standard: Civil servant, expatriate and other housing

produced by the formal construction industry is generally of
the type found in Europe or North American single-family
homes although the quality of construction and finishing is

Tow. For low level civil servants, houses are usually 25m2

to 35m2 with an interior toilet/bath and kitchen. Senior
civil servants and expatriates have 2 or 3 bedroom single-
family housing 65m2 to ]50m2 with servants' quarters. Costs
of construction by contractor vary from R]3O/m2 to R300/m2

depending on the type of construction and finishing.

Building Materials

There is a shortage of building materials in urban areas of
Lesotho which result in a great reliance on imported materials
from South Africa. This means that building materials are

high cost and also subject to interruptions in the supply.
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The only locally produced building materials are burnt brick,
quarried and crushed stone, sand and gravel found locally.
However, the demand for brick and crushed stone exceed local
supplies. There is no suitable wood available Tocally so all
wood and wood products are imported at present. There is no
major metal working industry so that the metal roofing, window
and door frames, pipes and other hardware are all imported.
There are apparently no suitable limestone deposits so all

cement is currently imported.

BEDCO (Basotho Development Corporation) programs for develop-
ing the local building materials industry include expansion
and improved ¢Jality of the local brick industry, import of
additional rock crushers, and possibly modernization and ex-
pansion of the rock quarrying industry. In addition, LEHCO-OP
and some other companies are producing cement block and wooden

building components for their own use and sale to others.

To overcome the irregularity in the supply of materials, the
INDC and its subsidiaries from time to time consider stock-
piling building materials when they are available. The cur-
rent supply system is limited mostly to delivery by rail dyer
a single line which frequently does not operate on a regular
schedule. Furthermore, any material shortages within South
Africa are immediately reflected in Lesotho which has a very

low priority as compared with South African domestic demands.



3. Building Costs

The building costs vary considerably depending on the type

of housing being constructed and whether it is built by
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self-help, skilled labor or a contractor.

Estimates based

on observations and data collected from various sources indi-

cate the following costs for various types of housing.

ESTIMATED URBAN RESIDENTIAL CONSTRUCTION COSTS
IN MAY 1978 (R1 = $1.15)

Type of Unit

One room 10m2 unit, mud brick,
common services, bucket privy,
self-help.

One room 12m2 unit, burnt brick,
public water tap, bucket privy,
skilled Tlabor.

15m2 one-room and bath, single-
family, burnt brick, aided
self-help, piped water and
sewer 200m¢ Tots.

25m2 two-room and bath, brick
or concrete block, aided self-
he]p2 piped water and sewer,
300m= lot.

40m2 three-room and bath, piped
water and sewer, e]ectEicity,
contractor built, 500m¢ 1lot.
7Om2 two-bedroom, full services,
contractor built, common ser-
vants' quarters, 1,000m2 lot.
120m2 three-bedroom, full
services, carport, servants'
quarters, 1,500m¢ lot.

The principal factors which determine housing construction

costs are:

Building ?

Cost Cost/m Services Total
R250 R25 nil R250
R600 R50 nil R600
R750 RSQ R600 R1,350
R1,500 R60 R800 R2,300
R6,000 R150 R2,500 R8,500
R17,500 R250 R4,000 R21,500
R30,000 R250 R6,000 R36,000
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® size of house

® types of materials and design

® labor: self-help, skilled, contractor

® size of plot

¢ services: piped water, sewage disposal,

electricity

The table illustrates what happens to costs as houses and
plots become Targer, more skilled labor is employed, plots

become larger, and services are added.

While house sizes in Lesotho seem to be generally reasonable
for various income groups, plot sizes tend to be very large,
thus greatly increasing servicing costs. Also, the heavy
reliance on imported building materials causes costs to
ircrease substantially. The Building Cost Index for the
part of South Africa nearest Lesotho (Northern Cape and
Orange Free State) increased from 166 in late 1974 to 210

in late 1977, or 27% in three years. Building materials
imported to Lesotho reportedly have increased as much as

50% in the past three years. The Ministries of Interior and
Works, in a study of infrastructure costs have provided for
the following inflation rates: water and sewerage, 15% per

annum; electricity, 20%; and roads, 22%.

Housing costs in communities other than Maseru can be less
if local materials and self-help and/or local labor are used,
but the costs are greater if imported materials and contract

labor are used--because of increased transport and other
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overhead costs.

Considering that the median household income in Maseru is
R100 to R120 per month or R1,200 to R1,440 per year, the most
the Tower-income households can afford to pay for a house is
R3,000 or so. This does not enable them to afford a contrac-
tor-built house or electricity, as can be seen on the con-
struction costs table. It would seem that households well
below median income could only afford a very small housing
unit with piped water and sewer (e.g., one-room of 12m2 as
part of a basic row house). Alternatively, they could afford
a somewhat larger house with a common water tap and bucket
privy or other non-water borne sewage. It is unlikely that
the lowest 25-30% of households in terms of income could
afford anything but a small house made of traditional build-
ing materials, self-help labor, with common water tap and

very basic sewage disposal.
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CENTRAL PLANNING AND DEVELOPMENT OFFICE

TOWARDS A NATIONAL HOUSING POLICY

A REVIEW PAPER BY NICK DEVAS

FEBRUARY 1978

Summrary
This paper is 2 raview of prozress in the housing sector, and

on housing polizy, over tha past two years, with guidelines for further

work on housing volicy.

There have been considerable ashievements in this sector in the
vast iwo years, bLut thase, have taken place largely in a policy vacuun,
There cre still soue very considerable problems in the sector - housing
shoriages, poor cowlitiors, lack of physical Planning and infrastructure,
lack of finance for private house construction, land °* tenure probleas,
incumidty of the present system, &c. The nost central problen is the
nifFh cost of Fous 7 in relation to incores, and it is ne essary to
exenine vays in wunich these costs can be reduced; the most usual way,
subsidies, carrics with it 5O0C severe dangers, though. Lesotho's housing
problems are not particularly serious yet, but they do need to be tackled
nov: tney are alco mostly preblems of the urban areas vith rural housing
being fiererzlly of quite g high standaxd.

The paper then sets out certain faidzlines for a natiional housins: policy:

- it should be rvealistic i? terms of the resources available to the

Governreni and 1o the individual

=~ 1t should nma¥e best use of availszble xescurces (land, capital,
labour and skills, construction industry, materials, exisling
housing sock)

—~ it should be concerned with ali income groups

=~ it should be equitable S

~ it should increase the range cf housing choize

=~ it should encourage but control the private market

=~ it shouvld encourzge the developpent of the necessary institutizns

Finally, the pusor deals with the specific elewonts of a housing
rolicy for Lesotio:

*+ the need for a proper adninistrative fremevork

=~ fhe need for vevined urban lani tenure snd for jhysieal pPlenning
nds

conirols (Adninistrition of Lands Act)

=~ the changes needed in civil scrvice housing, notably the nesd fogs
ceconomic rents

~ the necd to encovraze anc sunport the existing implenenting
institutions (IHC .nd LZi0-CE)

= the need to develop the finanaia resources for housing, verticvlarle
throngh Rey¢

= the nced Lo dovelen 42 gitanennd - sexvices system fer housirg
for all) iucome Zunung

= the nced for upgrading ¢ the leza satisfactory urban areas

= the read o cneowoze and control tha private secloxr.
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1, .Lairuductigﬂ
Tvo yeors ago o puper was circulated from this office under the

Livle #lowards a Hatioral llousiang Policy". In those iwo years, a great

dea? hee happened in the housing scetor, but many of the policy issues

eootn unresolved, with the resuli thet ruch of this activity is going on

in o policy vacuwm. This paper attempts to review progress in this

cLor and to bring together the policy issues vhich still require

atvontion,

2. QPeview of Progress

Zeie  'The following can be identified as achievements over the past two years
= UCAID has conducted a useful study of the Housing Sector;
= an inter-ministerial Yorking Party met and discuzsed, at some

length, matters of housing rolicy (although, with one exception’
litile has been done akoui its recointiendations);

~ & liousing Section has been ectablished within the Ministry of
Interior; the section has an officer, and technical assistance
has been requested from USLTD;

~ the Department of Lands, Surveve and Yhvsical Planning has been
built wy inlo a viable op-rationg

= the Inildios Vinwnes Corporation (BFC) has been cstablished md
is opevating (althougi, due io adninistrative problems it is not,
as yel, taking in snvings);

~ the Lower Trceowe Housines Corpany (LFIiC0-0P) has growm into
a conpetant tecinical services organisation; its first 200 units
have been corpleted, and it is ready to start work on phase II
in Maseru an? on new schenen in lMepulsoe & Romas it hag also
developed a eubatantial building materials and furniiure production
units

- the lesotho Founiys Corvoration, aftier 5 years of dormancy, has
been eficeiively re-established, wilh new managensnily they have
buili the Arrivels Centre, and construction is under-vay on
46 units funded by CLC and 2n 50 auits financed by a German
concern; ther are due to sitart sncry on 30 medium cost units
funded Ly BrC, ard on law nost Scinene 1 Maseru and Maputsoe;

= prelininary vori haa started on preparing for a site-and-service/
upzrading wroject for funding by the Yorld Bank, and & visit to
Bolswany provided voluatle material for this excrcise,

24 Dzspite 211 this, many of the cesontial policy issucs vemain unresolved
alon s there iz undoubledly, now, a greater awarcness of the need for a
prepor doucirg policy., This avarencss has been heightened by the recent
nissions irum the World iyl and CIDA,; both of vhich agencies have raised
rious coacern that many housing programies proceed (or are proposod)
lawgely in a policy vacuun.

3. 1 Problens of the Housin~ Sector

3.1 The weed Tor a vroper national policy on housing is demonstrated by
2 brief exanination of the problene which exist in this sector. This list
iz hy ro meana cxhaustive, nor is i ip any particular order of- priovirdy.
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5.11, Housing Shovtaces 3 There is obviously a general shortaze of
sousing particularly in Maseru., ‘here is a shortage of Civil Service
neusing, which impedes mobility within the service, lowers staff

novale, and impedes the recruitm.nt of expatriate Technical Assistance
personnel; (ﬂu) present waiting tine for housing for such personnel

it eround 6 monthg, which hardly matches up with the Government's
corviitments to provide housin;), On a wider level, the

shioria;;e of housing has led to vvercrowding, poor conditions, exploitation,
enc the rapid growth of new Lousing outside the town.

3.12, Housing conditions: Wnilst Lhousing conditions here are far
botter than in most developing countries (and many developed countries),
1 ore arve areas vhere conditions are very ponr, Lack of basic services
is 2 particular problem and *he result may be health hazards and social
problenms,

] - . deneit
3413 Shortame of Land: the relatively lowv v n{ developnent,

coabined with the tight boundaries of the urban ~L8€rves; has resulted
in a chvonic shortage of land for urban develoraent, particularly in
Heseris,  The result has been to encourage (or enforce) developiment
beyond the town boundery,

3.4, Lack of Plamning ind Infraslructure : the rapid development

oi the &TCUS yoyond the town boundarics (the peri-urban areas) has taken
rlace, largely, on an ad hoc and unplanned basis; this has created sone
gerious difficulties 2s a result of the lack of infrastructure and
scrvices; thus, even thougn people may be willing and able to build good
hares, the abuense of planning and infrastructiuce makes it virtually
iipossible  to realise this aspiration.

5.15, Finance for Yousinr & until the esteblishment of the IFC, there
725 no real source of finance for housing, since banks are senerally

wivielling to 2end for tho length  of lime necessavy for housing., BEven

vith the establichment of ihe BFC, it will be a long time before there

exre sufficient resources to provide for all the heusing needs, and it is

questionable to what extent the BFC will be able to provide finance for
e lower incowe groups,

3,16, Lond Tenure ¢ Vhilst Lesotho's traditional land tenurc has
many adventages, it is difficuli to adapt it to the needs of urban
development,  Housing development really requires freely transferabie
title to land, and, gspzcially for mortgage purpcsss, a greater_degrec
of security of ienure. The present system has probably discourazed the
Gevelopaent of an effective private market in housing,

5.1, Ineauity ¢ The present housins situation hes some considerable
ineguities; the system of subsidised civil service housing favours those
vho ave fortunate enough to get o house, and the bigger ths housce, the
creator the subsidys  the systew of allocating sites (even scrviced sites)
free of charge; vhon these generally seem to go to the well-off, vhilat

tiie lover income grouns scen te get little or nothing,is also inequitable;
and the present arrangements, whereby, in general, the upper income

grcups live in the centre of towm, whilst the lower income groups live on
e peviphery (where they incur higher transport and service costs) is also
early inequitable,

%610, The Cost of Housinm : probably the greatest housing problen,
amyvhore in the vorld, is sinply Lhe coust of neusing., The cost of a
reasonahle, contractor « built house is, generally, far greater than

viat o large proportisn of the yopalation can afford. 'this is really

tite crux of the housing probles here and anyvhere, and it is discussed
furener in seelion 4, largely as a resuli of this rroblen, the Government
erisoup maliing a4 considerable contribution to the cost of housing,
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mucic of thie contribution is "hiddon® (i.e. not explicit)

- in terms of gtaff housineg dv“°xd1cc; I have c“timatcd that this
sebeidy on tire Government's “pool? houses alon: is about R0.86 n
ycary most of which gocs to the highor incoae groups,

3.19, Administrative Vremeworl:: Finally, the fact that housing

ha. not, until now, been Lrcated as a single policy area, haa resulted
in o ]-v"o nunver of Hinislries, Depariments . nd Lgencies being involved

in Lousing,

without there aliays being good co-ordination bctween them,

362 Tvo obsurvntions need te e made here:

a) these problems generally relate to the urban areas
lioy rural people are able to provide thnselves with quite a v
stardnrd of housing (“IL\ou" threy may lack services and facilit

g
]
&
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hotting provlem is rcally a2n urban one;

b)

Lesoiho's housing problens are mimule compared with those

ir rany countrics, and there arc nany Loctors which operate in Lesotho's
evear, with respecel to housing however, the situntion is cetting vorse,
and Lo problens  need to be tackled now, before they get out of control.

4. The Central Probdien : the Cost of Housing
4.1, As indicated in 3,18 above, ithe central problen of housing is

iis cost in relation to incomes. The situation is typified by the exaniple
of en ordinary person wishin to buy or build a house, 40 £q. m, would be

rectzoned 1o be srout the mindimua accoptnb]o gize Tor a family house. At
cuxrrent conirac{ or buildin cosis, this would cemc cut at ahoat PSOOO
If %0 war to lelic oul a loar at 1253 over 15 years (the likely sort of fc*r‘ from

o ilding Society, e.g. J‘L), ve woddd have to pay t106/month, In ox

to o this without spendins morc than 255 of hic ircoms on hoounA he would
nava to be carniag cver R5000 per year! Yet probzbly a bare 5% of urban
hovseholders aro in this range and could afford cven such a basice uniti,

4.2, How do we solve such: a problem? There is no casy answer, and lhe

solution nus

t be a conbinailion of various P strateries - which is what

mekes a housing policy so importar t, These t*utcgl( would include the

folloviing:s

2)

b)

Keducing Gnucilications: R200/sq.m.” is auite a4 nhizgh standerd
of building. by rcducinr constraction sp=2cifications i% is
L, J et o
oasible to produce arcasonable building at a lower cost:
I3 = ?
however, thcre i ¢leasiy o limit,
y

icducing Sive 0y Lite @ since large gites increese
infrastouc tiec costy, reduecing the size of the site, will
hulp, but, apain; there i; e limit,

(’)3

¢) Reducing Infrastcucture. Provision: use of pit. lairines, or some

a)

other lov cost saritatron system instcad of “woter borne senitation,
and the use of sland-pipes can reduce infrastructure. costs, but
again there is a limit,

Klternative conzirnction nethods by using spall
contractors, wito shoul:s Lo cne¢p;1 and loecal huilding
materials (wherc availadble) it ma2y be rossible to reduce
consiruction costa: tha uose of prefzbricated sysioms is
ofter recouns ndod (pwvt10h~ur13 by thoge vwho wish o zell
then) as a wey te reducting cosis; howsver, such svsioms
rarely veduse costs vithout huge ploducllon 1ns, they
involve imporiled materinls and icehniques, ave capital
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rathier then lazbour intensive, do noi train relevant skills
and gencrally produce monsotonsus and ugly vesults,

e) Use of Sclf ¥ely : this is one of the most significant
vays to reduce costs, not only by enabling a potential
house - owner to use his own labour to save on contractor
costs, but also by cnabling him to build a bit at -
tire, as he is able to afford it. Such an approach does
however requive an adequate "support system® to provide
serviced sites on which he can build, plus a technical
adviscry service, if it is to be successful,

) Spreading lfortenme Pavmentis by extending the period can
help recduce nontitly costs; enother technique is a "low-starts

nmorigare wnich increases annually with inflation; however
such a systen does create administrative complications.

g) Subsidics :  subsidics are the favourite spiution becausa
they are the casicst; they con be applied to the cost of
construction, to the cost of infrastructure, to the
interest rate or to the vent of a completed house,

Howevei, subsidies en housing involve some serious danzerss

i) huze cost: if subsidice are to be given to everyons,
it would involve the Government in a vast cost; with
its very limited recurrent resources, it would be
hard to justiify huge subsidies on houszing;

ii) incguitabilitys  if, as happens now with Civil Zervice
housing, soinc Tuzky onus got the subsidy but nost
Qo nots

iii) gdistortions : cubsidies often distort the morkei and
SAE L LIIonG

discovrage the nrivate invectors from providing housing;

iv) Dhighor standards subsidiss may just result in the
adoption of winccessarily high standaxds by a few,
without any general bencfit to the majority, or

any overall improvement in the housing situation;

v) urban migratisw 2 givirg.subsidies to those in the
tan aredn nay #ncourade th4e Wvift from the rural
arcas to the towns; ratter, any subsidies should be

sed to improve cmployaunt opportunities end facilities
in ihe rural o

4.3 For all these reasons, I weuld advocate sirongly against any
genenal housin subsidies oy Governaont, althcugh a syster of cross w
subsidisaiica from highsr to 1owor ineome groups should be encourazed.
Hovever, tnere are coninin tvnen of gubsidies vhich are more-or-less
ezsential it good housing prograties are to be developed, ‘These would

inciude:

i) dnstiiutio: - buildime 3 initial support by Government to
the institutions/ascncies wio are to develop heusing, to
cnable them o got egiablished on a self-sufficient footing;
it may take quile soue time to build these instutions up
to such 4 level, an' prematuve withdravl of suppor it couid
leav> such institulionz unatle to uparates

i) provisicn of certain vrimany infeastrunture (e.g. bulk
vater supplies; sewage treawlmert Works &c.y wvhich will

[y
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serve large areas and without which no development can
really take place; (this is not to say that beneficiaries
should not pay an cconomic cost for the use of such
services, but, simply, in order to promote development
initially, the Goverrnment may have to be prepared to
subsidise such things),
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Policy Guidelines

In developinx a nationel housing policy, there ave certain broad policy
suidelines which, it is suggested, should be followed, These are by no
Lears new: most of them were included in my previous pzper and the sub-
ccquent report of the vorking party, as well as being approaches sdvocated
by the ‘Jorld Pank, U3AID's office of Housing, and others,

tny  housing poliey should be realistic in teris of the recources available
to the Gevernment cnd to the individual, , .
sor uhe Goversment, this means schemes should be related to the cavacity for
iwplementation and to the budpetary resources available; costly schemes
thich have to be subsidised in perpatuity because no one can afford them,
should be avoided, as should any general subsidies which will put a long
term drain on the Govermment!'s tudget. With regard to the individval,
schemes should be designed to be affordable, and specifications, nethods

and techniques should be adjusted (as per 4 above) to match aspirations
with individuals! resources,

The policv should mzke best use of available resources:

2) Land: by developing in a planned manner, by keeping sites realistically
small and by infilling larger sites where lfeasible;

b) Capital : by mobilising personal savings (which, in Lesotho, are con-
siderable) into the housing sector, through institutions like the
Building Finance Corporation, and by using self help and other methods to

"stretch” available capital further;

c) Letour, time ard skills: where capital may be lacking, time and effort
rnay be available, and this, along with the skilis vhich individuals may
be able to call on should be roblised through self-lelp and site-and-
service sciemes; cooperatives provide a good model here;

d) Conztruction Indusiry 3 frequently, self-help uay not be an adequate
solution, and it iz therefore necessary to develop the resources of the
construction indusiry, through skill training and encouragement of small
coniractors; :

e) Materials : the vse and development of local materials mzy not only
reduce costs, tui also increzse incemes through enployrent gerexration;

f) Ixisting Stock of houses : although some of the existing stock of housing
nay be unsatisfzctory, whilst there is o shortage of housing we should
avoid destroying any of the existing stocl: (except where essential for
improved access, higher density development or general neighbourhood
improveiments); thus ihe emphasis in the Ysub-standard” areas of town
should be on vpgrading, rather than on demolition,

The policv should bLe explicitly coneczrned with o1l income groups and it should

endeaveur to offer prrciical soluiions suilzble for each inccme group -~
even theugh, in the case of the lovest income groups, this may only mean
providing an orderly se*tlement area with the most basic level of services,

The policy should, =5 fer as possitlz be equitable, such that any subsidies

which there may be, are directed Lo those with the grectest need, rather
than just to the first, lucky fow; cross subsidies from higher to lover.
income groups sheuld te encouragzed,

The_policy should aim to increase the choice available to people, in teims

of the type, design, cnst ond standard of housing offered, tenurc arrongzments,
location etc, rather tl:an imposing rigid, standerd solutions accrcss the
vourd,
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56 The policy should encourage private initiative as the rrivate housing
market can do much to supplement Government ~ sponsored efforts; however,
adequate controls are needed to avoid exploitation of consumers, specula -
tion and other potential hazerds of the private market,

5¢7 The policy should encourage the development of the nechssary institutions
to promote housing within the framework set by the policy: such institu-
tions, especially where they are dealing with the lower income groups,
cannot be expected to develop and operate without strong Government support,

6. Specific Elenents of the Housing Policy

Heving discussed gereral guidelines for policy., Ve need n-w to consider
some specific elements which should be included in'any housing policy for
Lesotho,

6,1 _idministrative Fremework: the newly established Housing Section at Interior
vwill need to be properly staffed and strengthened to be atle to fulfil
its functions:

~ formulation in consultation with all parties, of a national housing
policy for approval by Cabinet

-~ collection of data with which to monitor and upcate the vulicy

~ ensuring implementation of the policy through the co-ordinztion of
the activitiec of Ministries and Agencies involved in housing

~ preparaiion of new housing programmes, in conjunction with the executing
agencies, and to 2ssist in their implementation,

6.2 Land Tenure ard Pleming

6.2.1 It is widoubtedly vital to an effective housing poliéy that there be
a change in the present urban land tenure arrangements, along ihe lines
of the Lgministration of Lands Act ( or some modification of this Act)s
= to makas title to land freely transferable
~ to give proper security of tenure
-~ %o bring in proper physical plamming and puilding controle
- to extend the present urban bourdaries

-~ make the allocation of urban land 2 function of Government.

6.2.2 Any such change must, however, carry adsquate safezvards to prevent
speculation in land and cther atuses; ihe Aoministration of lLands Aot
does contzin roesonable safegrards,

. . . ('1 k) N e
6,3 Civil Servire Houe:--

6.3,1 An essentizl component of the housing policy will be some action on

the Civil Service housing sitvuation, It has long teen the stated
Goveinment intention to extricate itself from direct housing provision,
Fundaizental te this is the nced to climinate the corziderable subsidy
on Goverament housing, Government rents have not boen raised for at
least 12 years, during which time incomes have probably trebled,

6.,3.2 To introduce2concmic rerta" would reguive very substential inerezces,
e.&a from 42 per month to, say, R300 for a new Caledon. from-R16 per
monith to,szy, R100 for a flat, Such increases could not he wmade casily
without cauning diratiefaction within the service, However, such e mave
could be_ achisved by :
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phesing the prOQression'to economic rents over 2-3 yeers, with good
advanced warning of intended increases;

combining a substantial increase vith +be next selary inerecese, calling
auggtghgalury inereese & "Housing Allowanoe"; and increasing ronts to
& ’

making loans and sites available to Civil Servents to build their
own houses,

Donor aszencies and expatriate rersonnel can bhe expected to pay these

rents too, and agreements with donus should, as far as possible,be
renezotiated so as no longer to include free housing; where = donor
insists on free housing as & counterpart contribution, the rent should
core from the vote of the relevant Ministry,

An wnvillinmess to face uwv _to this vital steo of jincreasive Government
rents will seriously erode the effectiveness of any national housing

policy.

It is also highly desirable that Government housing be transfered to
a parastatal, such as the Lesotho liousing Corporation, ‘The advantage
of such a move is that LHC would then be able to manage them as a
commercial proposition and to raise capital on the open market, on the
gecurity of these houses, to build new houses. Government (Cabinet
Personnel) should, of course, retain nomination rights, and allocetions
should be in accordance with a strict and explicit set of criteriz,
Until such time as rents reach an economic level, there vwill have to
be some transfer payment to offset the subeconomic rents., It will,
not, of course, be possible to transfen 2ll Government houses to

LHC, os some axe tied to specific jobsj "tied" houses should, however,
be pruned to a minimum,

Under the present sot-up, the continued construction of cxuensive
Covernment houses is an apallineg waste of money; although these are
justified as being needed for Technical Assistance persomnel, the fact
is that the Government has a vast number of houses already which it
could make nvaileble for this purposes, but these arc occupied by local
civil se.'ants. Thus, in effect, Government is sperding huge sums to
build high cost houses so that it can let then (or others) at very
lov rerts. It would be far more sensible to’ercourage civil sevvants
to built their own houses, by providing loans ard sites (2t economic
costs), This would enable Goverrment siaff to have their own prcperty
for the future,whilst frecing up Government houses for Technical
Assistance versonnel (who, by ire pature of iheir assignments cannot
LS
provide their owm housing) . Thus, rather then building more, sub-
gidised government houses, the policy should be to nrovide Cival Servants

with 2 prioxity for loans and sites to bulld (or nave built) their
own hores,

There is also i aquestion of selling houses to Civil Servants, Out

of fairmess, this should perhaps be offered as en option at the time

when the houses ara to be trensfered to IXC, so lons as the price is

a fair one (i.e. not a subsidiesed one}, Kowever, since such a step

could greatly reduce the stock of houses available for reallocation,

this policy is lass atiractive than one of encouraging Civil Servants
to build their own,
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6.4 Institutional Premework

6.4.1 With the recent development of LIC and LEHCO-op, there is now & reason-
able inztitutional framework, However, these orgznisations will need
continued Government support ~ including financial support; they cannotl
be expected to be viable entities, whilst thoy =re so srall, nor to
develop new projects without continued Govermment support (although

they should, of course, zim at self-sufficiency in the long term),

6.4.2 Certain chanzes are, however, needed, LIEC needs to be severed from
INDC (vhich has no real interest in it) and esteblished as = Statutory
Corporation, Both organisations should come under the adminicztrative
responsibility of the Housing Section of Interior, There is #lso a
case for merging the two orgenisations; not only wovla it be easier
to pool technical resources, but it would enable cross—-subgidisation
vithin projects hetween higher and lower income groups, However, such
a merger has a considerable number of difficulties, and should te
approached with caution,

6ade3 The functions of the iwo organisations perhaps require some clarifica-
tion: '

LHC is responsible for building houses for sale or reni to all incone
groups, for providing serviced sites to all income groups, and, in due
course, hopefully, for menaging the Government's stock of houses; for

the time being it is probably bettter if it concenirates on middle end
uvpper income housing whilst Gooperating with LEHCO-OP on lower income

group housing;

LEHCOOP is specifically concerned with lower inceme housing (which would
e delinnd as beolew the median income level), specialising in a coopera—
tive approsch, but developing other approaches as appropriate,

6.4.4 One further point on the institutions: as they develop projects, they
are bound to encounter probleme - people defaulting or irying to under—
mine project ranagement, in order ic avoid paying rent or repaying their
mortgsges,etcs It is very importent that Government pives the insti-~
tutions adequate backing, whilst, of course, czrefully monitoring their
perforionce and manasement, Ihe problems of defaulting onld pettre poli-
ticking bedevils low-cost housing schemes round the world. If the
Governnent does not provide the backing which is required, and if it does
not support a tough line against defaulters, -but rather chocses, to .
interfere cvery tiue there iz 2 small provlem, these institutions will
Just be destroyed, aud the Jovernment will end Up having o way of
implenenting further schemes (since, if it undertakes them itself, it
will hit just the same snagu).

o\
.
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¥inance for lousing

Donor finance will undoubtedly te available for svitable low-cost housing

schemes in the future, However, it is essential that we don't become so
dependant on such sources of finance, that the schemes will no lorger work
vhen, ore day, donors lose interest,

a) Comriercinl finance should be sought for hignh and mediun cost schenes;

b) the Buildinz i"inance Corporation should be encouraged 1> mobilise savinga,
and to direct ihem tovards lewer income groups; ZIC's need for security
for iis depositors can be maintained in schemes for the lower jncome
groupg if resources ars chonnelled ihrough institutions like LFC/LEZCO-
op as implencniing egencies;
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¢) where donor funds nre available, they should not be passed on at
zero inverest to beneficinries, but a realistic rate of interest
should he charged in order to bhuild up a revelving fund to ensure
funds for future schemes, :

Developnent of Site-and-Service Schemes

Although new to Lesctho, the concept of "sites-and-services" is well

tried aroond ite world. By providing a serviced site, a loan for
materiols 2nd some technicel advice, it is possible to enable even

quite lcw income houselolds to provide tlheir own housing, Serviced sites
should Le made available at an economic cost for ~ll income groups,
preferably on arn iniegrated basis, to allow for cross-~subsidisation; sizes
of site and iszvels of service provicion should adjusted to ircomr= end
affordability, _Building peteriel locank and technical advice should bs pro.-
viled to the luvear inerme sroupsn, vailcet %hz urrer incire g—supn.skeuid be
oble to obtain loans directly from the L.¥,Cs [Or house construction,

Many vzluable lessons on this type o schems were learnt during the recent
visit to Botswanz, and reference should be made to the report of that visit,

Upgrading Schemes

Since many areas have been developed without proper services and since

much of the precent urban housing stock is of a less than desired standard,
upgrading scheres should be an integral part of the housing policy, It is
essential thzt any upgrading scheme be very carefully prepared, io be
closely related to what the penple in the area concerned want, and to

vhat they can afford. Such schemes can provide opportunities for "infilling
with nev housing and fo. provision of much necded ameninities,

Lgain, wvith mueh vzeful information gained on such schemes from the visit
to Bolsuana, the ra2port of the Rotswana trip should be refered to,

The Privale Sector

The private sector is already very significant in Lesotho, with perhaps
as much as 7~ of the population of Maseru livirns in “flats". Although
there is a lack of information on rents and fecilities available, there
is lisvtle to sugiest that there is gross exploitation ¢% present, it

the top ernl of tre spectrum, there are undoubtedly huge speculatiive gains
being made on high cost units, but -these are generally zt +he expense of
thoze who can vell afford it, With a shoriage of rented preperty at all
levels, the rrivete develover should be encourared, bul, as a part of the
housing policy, trerc is a need to define cer:iain conirols , :

b

These would inzliude coilings on rents for particolar types of accomodation
(which should not be set too lou), and minimum standards for the provision
of water suprly, sanitation ete,

These standards should be enforceatle and they should not be too rigid,
or they will simply end up destroying the private market, leaving those
seeking accorodation worse off than before,
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VIII.  ANNEXES (Cont.)

SOUTHERN AFRICA DEVELOPMENT ANALYSIS PAPER .
PRELIMINARY COUNTRY REVIEW PAPER ON SHELTER AND URBAN DEVELOPMENT
by Jack Edmundson, FCH

LESOTHO
_ SUMMARY SHELISR SECTOR ASSESSMENT

Population JULY, 1978

The population of the Kingdom of Lesotho is 1,213,960. According
to the preliminary report from the 1976 Census, the composition by
sex :s: 558,870 males (48.34%) and 627,090 females (51.65%). Slightly
less than 50% of the population is ninetéen years of age or less. The
annual estimated population growth rate is 2.2%.

The non~African population is reported to be a fraction of one
percent. Expatriates, and especially South Africans, have an
influence on national life totally out of proportion to their numbers,
Expatriates occupy many top management positions. The bulk of
business and commercial operations are controlled by South African
organizations and individuals. The population of refugees totals
about 1,500, and is increasing at a manageable rate of about 20
persons per month.

The population is concentrated in the léwlands region, and
population density in the arable lowlands averages 280 persons per
square kilometer. The actual and projected distribution of population’

by administrative district appears in the table below.
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Dié;ribution Of Total Projected Lesotho Population

By Administrative District

(in '000s)
DISTRICT 1975 1976 1977 _ 1978 1979 1980
BUTHA-BUTKE 77 79 80 82 84 86
LERIBE 196 200 205 209 214 219
BEREA 142 145 148 151 | 154 = 158
MASERU 248 254 260 265 271 277
MAFETENG 141 144 147 150 154 157
MOHALE'S HEOK 138 141 145 148 151 154
QUTHING 90 93 95 97 99 101
QACHA'S NEK 76 77 79 81 82 84

MOKEOTI.ONG 73 75 76 . 78 80 82

TOTAL, LESOTHO 1181 1208 1235 1261 1289 1218

Source: Annual Statistical Bulletin, 1975.

The majority of the male labot force resides and works outside

'Lcsotho; estimates vary, but between 175,000 and 200,000 Basotho

reside in the Republic of South Africa, where they work pre-
dominantly in the mines. This issue is discussed more fully below.
Migration is an important phenorenon in Lesotho, and takes tw&

forms. The mosc significant form of migration is migration of
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the work force from Lesotho to South Africa. At present, there is ho
evidence that out-migration to South Africa is increasing. WNonetheless,
the absence of over half the male labor force is significant in and of
itself, and reflects the severe limitations of the domestic economy and
the overwhelming economic dependence on South Africa. The other form
of migration is rural~urban migration which surpasses natural growth
rates and is the primary cause of urban growth in the capital, Maseru,
as well as other towns. There are no reported data indicating that the
rates of rural-urban migfation are due to increase dramatically.

Pattern of Urban Development

The major urban centers of Lesotho are Maseru, the capital,
Teyateyaneng, Maputsoe, and Mafeteng.

The urban areas of Lesotho are relatively small; Maseru i§ the
only.urban town with more than 10,000 people. The results of the 1966
Censﬁs aﬁd the 1972/73 Urban Household Budget Survey were compared to
derive approximate annual growth rates for selected urban areas.
Consideration was given to potential increases in urban population
resulting from increased urban employment opportunities. ¥For example,
the Second Five Year Developnent Plan (1975-80) projects the following
increases in urban employment: from 27,500 to 46,000 jobs in modgrn
sector (manufacturing, construction, government, tourism, other
sefvices, and labor-intensive public works), or 12% per year compounded.

Based on these considerations, the following table presents projacted
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growth for the major urban areas.

Estimated 1978 Population and Growth Rates for Selected Urban Areas

- Current - _Projected

Name of Area Growth Rate 1978 Population 1983 Population
Maseru 12Z/yr. 43,000 75,700
Teyateyaneng 7% 9,000 12,600
Maputsoe 107% 6,000 9,600

" Mafeteng 5% ' 3,500 4,400
Other Urban 3% 8,500 9,800
Total - : 70,000 112,10C

*Area includes official jurisdiction and adjoining developed areas.
Given the high rates of urban growth, and an annual populatiqn
growth rate of 2.2%, it is cléar that the bulk of urban giowth is due
to rural-urban migration. The expansion of job opportunities in the
modern sector attracts migrants. Agriculture is a Precariou: activity
in Lesotho at best; crop yields and production have declined since
1950, and livestock production has not increased over the last five
years. Diminishing returns in the agricultural sector drive people

from the countryside to sesk a living in urban areas. Refugees are

not a significant factor in urban growth in Lesotho; there are currently

about 1,500 refugees in the country, and since October 1977 their
arrival rate has been only 20 per month,
A number of potential problems for urban growth are posed by the

economic dependence of Lesotho on South Africa. Should employment
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opﬁbrtunities for Basotho in South Africa decline. returning workers
would most likely flock to the cities since they are essentially urbanized
because their work in.south Africa has integrated them into the modern,
cash economy sector and many of them are skilled workers. If even half
(100,000 men) of the Basotho employed in South Africa returned to the
towrs. such an influx would create a tremendous strain on urban employ~-
ment opportunities, housing and the urban services delivery systéms.

A change in the political and economic relations between Lesotho and
South Africa would seriously affect overall urban development since
Lesotho depends on South Africa for so nuch of i;é construction materials
and other supplies essential for the provision of urban §ervices.

Employment and Income Distribution

Emglozmqu.

The Lesotho work fofce consists of 290,000 males ang 160,000
females. An estimated 81% of the working age population is employed.
The single most revealing fact about employment in Lesotho is that
Probably six times as many of Lesotho's work force is in employment.in
South Africa as those in similar work in Lesotho.* Remittances from
these workers to their families in Lesotho account for more than half |
of the national foreign exchange receipts each year.

The modern, or wage, sector of the domrestic economy is very small;
it employs less than 10% of the total work force. In 1976/77, the

number of persons in wage employment in Lesotho was estimated at 30,000.

* "Lesotho: Survey of Recent Economic Developments, Prospects, and
Major Policy Issues, 1977." D.W. Hill (ECA Regional Advisor).
Mimeo, n.d., p. 9.
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Government employment in Lesotho amounts to nearly 11,000 of the workers

in the modern sector. The Private sector accounts for the remainder of

wage employment, and includes activities such as construction, manufacturing

tourism, finance, and - large number of jobs in domestic work and
services.

Women are active in the labor force as a whole; their participation
in the work force is estimated at about 80%. Women in the modern sector
are clusterad in domestic work, and about 25,000 Baéotho women migrate
to South Africa for éomestic employment.

The possibilities of Jjob creation are few. The only growth seétor
of the modern domestic economy is tourism. New wage employment
opportunities in Lesotho have average 333 jdbs per year 6ver the last
seven years.* The rate of new job creation does not begin to match the
number of new job entrants annually.

Agricultural productivity is low, and it is most unlikely that

agriculture could absorb tle migrant labor force. The economic

interrelationships between Lesotho and South Africa present two serious
issues vis-a-vis employment: (1) to retain skilled labor, Lesotho

has to compete with South Africa which offers better salaries; (2) should
relations between the countries change so that South Africa reduced

its employment of Basotho, a severe strain would be placed on the

Lesotho economy in trying to absorb so many laborers.

*  Ibid.
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Information on urban household incomes in Lesotho is obsolete and
fragmented at best. It is possible to provide a very general picture of
current.household incomes worﬁiug with available information on incomes
of government workers, the formal private sector, and migrant miners.

The only available household income distribution daté come from the
1972-73 Urban Household Budget Survey. That irncome distribution data can
be updated by assuming that: (1) the distribution of the population has
‘remained fairly stable since 1972; and (2) o&erall incomes have increased
100%Z. This second assumption is based on estimates that inflation (i.e.,
the price index) increased 100%; government salaries and wages increased
at least 30%; miner wages increased more thau 4007%; and that private sec-
tor income probably kept pace with inflation especially considering the
enactment of a minimum wage law., The following table shows the'results
of updating the 1972 urban household income estimates using these assump-
tidngf |

Distribution of Household Incomes in
Selected Urban Areas (R1.00 = $1,15)

1972 Annual 1978 Annual 1978 Monthly Percentage of Household

Household Household Household Income Ranges

Income Range Income Range Income Range Maseru Teyatey Marf- Other
aneng  teng Urban

R 0-R199 R 0-R399 R O0-R33 227  47% 407  34%
R 200-R499 R 400-R999 R 33-R8: 33% - 297 327 36%
R 500-R999  R1000-R1999 R 83-R167 237 15% 197 18%

R1000 and R2000 and R167 and
over over over 227 8% 97 127

1007z 100z 100% 100%

Approximate Monthly Median Household
Income, 1978 R80 R3S R46 RSO

Source: Based on "1972-73 Urban Household Budget Survey," Bureau of

Statistics. 1978 incomes assumed to be 100% more than 1972.
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Income Distribution. The pattern of income distribution varies

between rural and urban areas And within urban areaé. Income distribu-
tion in rural areas is quite equitable, probably due to traditio;al rural
systems of land allocation and cattle ownership which pfovide a rather .
even distribution of productive assets. The heavy participation of work-

ers in mining and other'jobs in South Africa also creates an equalizing

effect on incomes throughout the country. As shown in the table, when

the income of expatriates is excluded from national income, the national

distribution is surprisingly equitabie.
National Income Distribution

Population % of Total % Total Income Received

Group - Income Received : Excluding Expatriates
Lowest 57 3 4
Lowest 20% 15 16
‘Lowes: 407 30 32
Highest 40% 52 50
Highest 20% 33 30
Highest 5% 16 11

Source: 1970 Agricultural Census and 1972/73 Urban Household Budget
Survey as repcrted in the Second, Five-Year Development Plan, Vol. 1.
Income distribution within urban areas, and particularly within
Masseru, is less equitable than the national pattern (lue to the concen-—
tration in urban centers of expatriates, senior civil servants, and
wealthy members of the private sector. In urban areas, 26% of a}l in- -,

come accrues to 5% of the urban population.*

*Second Five-Year Development Plan.
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From the above information, only a vague picture of urban household
incomes emerges. It is probable that there was substantial under-report~
ing of income in the 1972-73 Survey. Informed observers estimate thé
overall monthly urban median to be around R100 per mohth in Maseru; the

median in other urban areas would be somewhat lower.

Expenditure on Housing. According to the 1972-73 Household‘Budget Survey,
households in various income categories were spending from 12 to 20 per-
cent of their income on housing, with most households close to the 20%
range. These figures are somewhat conservative since they do not compen-
sate for either initial capital investment of home owners or the high
subsidies for civil servant houéing. It is likely thaf mos: households
would invest at least 25% or morc of their income to have the opportunity
to become homeowners of a standard, bermanent house. This is borne out
by the response of participants to a low-cost housing project in Maseru
sponsored by the Lower Income Housing Company.

Shelter Situation. Since 94% of the population resides in rural areas,

most housing is, of course, rural. Traditionally, housing in the rural
and semi-rural areas consists of one or -ore round buildings made of
stone or mud brick with thatched roofs. Such buildings are built rapid-
ly and with a low cash cost, since most labor is self-help or voluntary,
materials are gathered from natural sources, and no special tools are
required. The durability of rural housing varies with the material.
Stoue houses usually last 40 years or more; mud brick homes normally last
5 years, but their lifetime can be extended considerably with géod main-
tenaﬁce and frequent repair.

In rural areas, housing per se is not a problem. The current
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shortage of building materials, principally wood and fhatch, is becoming
a problem, however. The real shelter sector problems in rural areas re-
volve around services and there are a host of problems in this régard.

In general, physical infrastructure services are rudimentary. Water
supply systems at the village level are unsanitary an& often far removed
from the houses. (AID estimates a backlog of about 500 village requests
for new water supply systems.) Sewage disposal is rudimentary; rural
roads are inadequate; educational and health care facilities are insuffi-
cient. These problems are compounded by the fact that land allocation

in rural areas is handled by the local chiefs. Generally, allocations

made by chiefs do not follow any particular layout plan, and this will

create difficulties for future efforts to extend.physical and social in-
frastructure and services to rural areas.

It was not possible to obtain an accurate census of the existing
housing gtock in Maseru or other urban areas. A housing survey carried
out iﬁ 1973 reported that of all houses in Maseru 61% are built of brick
or stone, 60% have mud floors, 93% have tin roofs, 237 have piped sewage,
50% have private water taps, and 7% have electricity, These data indi-
cate that the majority of housing in Maseru is self-built of primarily
temporary materials and lacking in services.

fdr other urban areas, there are no data on the condition of the
housing stock, but apparently there is an even lower percentage of perma-—
nent housing, and it is likely that standards for both house'éonstrﬁction
and provision of services are lowerlthan in Maseru. .

Of existung housing stock, some 2,000 housing units are owned by

government, 1,500 of which are located in Maseru. This housing is built
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to high standards with full services.

The majority of urban housing, and particularly housing for low-in-
come groups, is produced by the informal éector through self-help. This
housing retains some characteristics of rural housing, especially as re-
gards building material for walls and floors and the lack of services
such as piped water and sewerage or surfaced roads and walks. The gov-
ernment does provide public water taps in most areas, and is extending
a few access roads into these informal residential areas,

Hous&ng conditions in the ruban areas of Lesotho, and especially in
Maseru, are crowded. The average persons per room ratio for Maseru is
1.9, but rises to 2.8 for the lowest income group. Many low-income fam-
ilies, and nearly all low-income renters, live in a single room, Fully
407% of the population of Maseru lives in rental accommodations which are
usuaily one-room units, indicating that apparently a large portion of
the urban population lives in overcrowded conditions.

Shelter sector problems in ruban areas include housing as well as
general urban development and services. The current urban growth rates,
ranging from 3% to 12%, creéte a high demand for housing. The unavail-
ability of serviced land, a 20% annual inflation rate, lack of adequate
building materials, limited construction capability, and an almost com-
plete absence of long-term mortgage.finance combine'to cause a critical
housing problem in almost all the urban areas. This demand is compound—.
ed by the need to replace existing stbck. Since physical and social in-
frastructure is inadequate for the present urban population, the need

for such services may be expected to expand exponentially,
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Existing Shelter and Urban Development Programs,

Provision of Housing. The informal building sector is responsible

for provision of the majority of urban housing. Thg government and para-
statal agencies operate the only major formal sector housing programs in
Lesotho. 1In the 1970s the government has played a more active role in
the shelter sector, and several new housing‘institutions have been creat-
ed. Outside the informal bﬁilding sector, the majority of housing con-
struction is currently carried out by two quasi-governmental agencies,
the Lesotho Housing Corporation (LHC) and the Lcwer Income Housing
Company (LEHCO-Oé).

The Lesothﬁ Housing Corporaéion was created in 1971 as a wholly
owned subsidiary of tﬁe Lesotho National Development Corporation (LNDC).
The LHC was essentially dormant until 1976 when it first received money
for operating expenses from the government. The LHC now has a small but
efficlent staff, good management, and three small projects underway. The
LHC both owns and sells the units‘it builds. In 1976, the LHC erected
a 43-unit prefabricated and fully equipped Ar;ival Center to provide
temporary accommodation for newly arrived technical personnel. Ongoing
projects of the LHC include construction of 48 flats and houses for tech-
nicians and 30 houges for the middle and upper income brackets.

In the immediate and near future, LHC efforts will be concentrated
on construction of small rental units for lower income groups and houses
for rent and sale for middle-upper income groups and provision ﬁf serviced
sites for all income groups. The LHC will also take on responsibility
for some of the government's civil servant housing, once the disposition

of these units has been initiated.



‘LESOTHO

The Lower Income Housing Company was established in 1975 as a para-
statal organization incorporated as a subsidiary of the LNDC. LEHCO-OP
was created with a grant and technical assistance from UN specialized
agencies. The govermment's contribution has been marginal, LEHCO-OP
was formed as a technical services organization to sponsor and serve
housing cooperafives and self-help housing programs. To date, LEHCO-OP
has established a cooperative society,.and the first LEHCO-OP project of
200 houses nov has about 170 self-help housing units completed, The
income of groups served by this initial housing project is about R75 per
month, i,é., at or be;ow the urban mediar., LEHCO-OP activities in the
provision of low-cost housing are slated to expand as the oréqnization
will be the primary implementing agency for a Canadian-funded $2.68
million sites and services program due to cfeate 1,036 new housing units
in Maseru, Maputsoe, and Roma beginning in Septembep 1978.

'In 1976, LEHCO-OP established the Production éystems Division, a
building materials production and distribution organization. Tha purpose
of Production Systems is to reduce Lesotho's economic dependence on South
Africa by producing materials locally and creating a new source of employ~
ment since AID funding has been made available for expansion of the physi;
cal plant.

Another type of government program in the shelter secgdr is tha
Provision of housing for civil servants. The total stock of government
housing is estimated to be 2,000 units, of which 1,500 are located in
Maseru.

Severe shortages of hohsing for Government civil servants exist in

all district administrative centers compoﬁnding the difficulty of
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recruiting personnel for rural positions, be they teacher, extension
workers or administrators.

Currently, only 20% of ci§il servants are quartered in government
housing; the 80% who are not housed by governmén; do not receive compen-
sation. The government produces between 100 and 150 units of new civil
servant housing each year which is not adequate to keep up with increase
in civil servants. Government housing production is carried out_undef
the direction of the Ministry of Public WQrks..

There seems to.be a rather fragmented and poorly coordinated.system
for financihg, constructior, managing, and maintaining the Goverrment )
housing stock. All government housing is highly subsidized so that over-
all rents charged are not even adequate to cover maintenance costs, much
less amortize the cost of buildings. Government subsidy of civil servant
housing currently totals about R1 million per year,

The role of the private sector in housing varies: the institution-
al, or formal, private sector plays a very limited role in the provision.
of housing; the individual, or iﬁformal, private sector is responsible
for provision of the overwhelming majority of housing stock through self-
help constrﬁction. A nunber of factors have restricted development of
an effective housing and shelter sectcr within the économy: (1) the
absence of any financial vehicle to marshall resources for the sector;
(2) an inadequate legal structure for the transfer of interests in lan&;
(3) government provision of heavily subsidized housing for civil servants
and expatriate personnel; (4) the diffusion of responsibility for hous-
ing through at least seven government and quasi-governmental agencies;

and (5) a severe shortage of trained Basotho management personnel and

skilled labor which restrict the housing supply capacity of the country.:
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Shelter Finance: Until 1976, when the government established the ﬁuilding

Finance Corporation (BFC), there was no financial mechanism for marshalling resources
for housing. The function of the BFC is to promote private investment in
housing to help ease the present chronic shortage. The BFC will soon open
its doors to the public. Given its highly preferential interest rates on
savings accounts, it should ﬁave little difficulty in mobilizing sizeable
amounts of savings in short order. .

The BFC will also’acquire a portion of the civil servant housing once
the decision is made to divest this housing. This would represent ;
sizeable mortgage portfolio ﬁnd provide the BFC with a valuable additional
asset, and thus assure adequate capitalization for the next several years.

Government programs in shelter for people other than civil servants,
and péfti&ularly for the lower income sector, are still new. The LHC
and LEHCO-OP have been fully fuactioning bodies for less thén three years.
As a result, government housing programs are essentially in a start-up
phase and, for the time being, are small-scale efforts. A significant
expansion of LEHCO-OP's programs is imminent, however, and the LHC is
slated to extend its operations to include sites—-and-services projects.

A merger of the two agencies is under consideration. These shifts in
parastatal housing pfograms point to an increasing concentration on minimum -
shelter solutions for low-income people and an overall expansion of
government efforts in the urban housiné sector. The ability to step up
low-cost housing and sites-and-services provision will depend in large

part on the level of ongoing and future government commitment to urban
shelter, the ultimate policy on housing subsidy, and on government's ability

to marshal external resourxces for the shelter sector.
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Construction Industry

The great majority of all residential construction, in both rural
and urban areas, in Lesotho is carried out by the traditional and/or
informal construction sector. Typically, construction in the informal
sector in urban areas is carried out by a‘combination of self-help and
hired skilled labor with no general contractor, architect, or other
professionél persons involved. The demonstrated capacity of the informal
sector indicates that sites-and-services programs and self-help housing can
be successfully undertaken, and the government is now promoting suéh
schemes. The limited incomes of most of the population.suggest that
informal, individual self-help construction apd supervised éelf-help are
the feasible and. necessary solutions. Thus, it may be expected that
informal construction activity will remain significant, if not predominant,
in Lesotho.

&eafly all construction.édne through a formal process of professionally

designed and contractor built buildings is done by or for the government and

its parastatal corporations. Government housing clearly constitutes the

largest portion of housing produced by the formal sector in urban areas.
There were 28 registered contractors in Lesotho in 1976, and 44 in
1978, a significant upsurge. A number of these firms have the capacity to do
high rise concrete form construction. Hést éf the large contracting firms are
eithér owned or managed by expafriates, many of whom are South Africans.
There are more expatriate firms in Lesotho in 1978 than there were in 1975.
All the expatriate firms inteﬁd to compete for public contracts, and they
may supefsede expandiﬁg Basotho firms in projects which could be handled

locally, such as large housing projects. Local contracfors are largely
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restricted to construction of housing and standard public buildings while
expatriate firms tend to handle infrastructure projects, steel structures,

and special buildings. The capacity of the formal sector construction industry
is estimated at about R5,000,000 or mcre. Ten of the rcgistered contractors had
a tender value capacity of R100,000 or more in 1976. This. capacity could be
expanded by bringing in additional contractors from South Africa, although

the shortage of skilled labor in Lesotho may also mak. it necessary to

bring in construction workers as well. For low-cost, self-help housing

and/or sites and services Projects, the formal construction sector would

be concerned largely with intrastructure installation and ﬁublic buildings.
Current experience of the Lesotho Housing Corporation (LHC) in utilizing
smaller indigenous constructiog firms seems to be favorable.

The Second Five Year Development Plan sets employment targets for the
construction industry. The target for prlvate sector construction and civil
engineerlng is to raise Basotho employment from 2,500 (estimate for April 1975)
to 5,000 by 1980. A recent study indicates that employment in the
construction sector had increased by 1,184 positions from 1975 to April 1978.%*
Szcondary employment generated through subcontracting is not included in this
figure. These figures would seem to indicate that it is possiblg the target
for employment expansion in the construction industry will be met.

There is a critical shortage of building materials in urban areas pf

Lesotho which results in a gredat reliance on imported materials from

*  "Three-Year Review of Building Construction and Civil Engineering
Sectors (1975-8)". By Steve Brushett. April, 1978, p. 3.
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South Africa. A LEHCO-OP study found that 70% of all building materials
required for low cost housing construction must be imported from South Africa.
The only locally produced materials are burnt brick, quarried and crushed
stone and sand and gravel. However, the demand for brick and crushed étone
far exceed local supplies, WOéd and wood products, metal roofing, window

and door frémes, pipes, and other hardware are all imported. There are
apparently no suitable limestone deposits, so currently all cement ié imported.
The current building materials supply system is limited mostly to delivery

by rail over a single line which frequently doesn't operate on é regular
schedule. Furthermore, any materials vhortages within South Africa are
immediately reflected in Lesotho which has a very low priority as combared
with domestic demands. Transport raisés the cost of building materials.

A number of programs are underway to address thé building materials.
problem. The Basotho Development Corporation (BEDCO) plans to develop the
local’guiiding materials industry throﬁgh expanding and improving quality
of the brick industry, importing additional rock crushers, and possibly
modernizing and expanding the rock quarrying industry. LEHCO-OP and some
companies are ﬁroducing cement block and wooden building components,.and
LEHCO-OP plans to expand its production capacity in the near fu:ure.

To overcome the irregularity in the supply of materials, thé LNDC

and its subsidiaries have considered stockpiling building materials when

'they are available. LNDC is presently contemplating the importation and

stockpiling of limestone and establishment of a small cement factory.

Shelter Need

The major factors which determine the need for housing are population

growth, housing condition and replacement rate for the existing housing
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stock, and overcrowding in the ex.:lst::lng housing stc;cic. It appears that about
50Z of the housing units in Maseru should be either replaced or substaﬁtially
upgraded during.the next 10 years, Thus, the replacement rate for the total
housing stock would be aboﬁt 5%. For other urban areas, there are no
statistics on the condition of the housing stock, but apparently there is
an even lower percentage of permgnent housing. Therefore, a replacement
rate of 57 per year is a reasonable and conservative figure. In urban
area;, based on current growth rates, the annual need for units to
accommodate groﬁth is 1,570. The annual need for replacement is 805.
Thus, the total annual need for housing in urban areas is 2,371 units. The
urban housing need is overwhelwingly concentrated in Maseru. The annual
need for urban growth in Maseéu totals 1190 units -~ more than 10 times the
need of any other urban center.

By matching housing needs to income distributions, a breakdown of
housing need by urban area and income category is derived, as shown in
the following table. Assumptions are that nearly all replacement of

substandard, temporary housing will be in the two lowest income categories,

and that population growth will be evenly distributed among income categories.
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Annual Housiﬁg Need for Income Groups in Selected
: ‘ Urban Areas~

1978 Monthly Number of Housing Units Needed

Househgld - Teyatey- Other

Income Maseru aneng Maputsoe Mafeteng Urban Jotal

0-R50: New 300 o0 50 * 18- 19 447
Replace 250 50 35 25 . 50 410

R50-R100: New 409 . : 40 50 14 . 20 524
Replace 245 45 35 20 50 395

R100-R200: New 250 20 25 9 10 314

R200+: New - _ 240 .15 15 4 7 ~ 281

Total 1685 230 210 90 156 . 2371

1. Assumes replacement of 50% of existing housing stock over the
next 10 years, and that these replacements will be only within
the low income groups where housing conditions are worst.
2. General income ranges: R100 is estimated approximate monthly household
median income for larger urban areas. '
It can be expected that during the first few years of any large scale -
housing jrogram, deﬁand would actually exceed the annula need projection
shown above because of the large number of households currently living in
inadequate shelter. Over the long term (10 years) this need projection would
approximate the effective demand for the beriod, and it is therefore a good
indication of the level of production of housing and serviced sites that
should be the target for public and private housing agencies combined.
. On the basis of the estimated demand figures, some very rough progno;ti-

cations of capital requirements over the next five to ten years may be’' made.

These estimates appear below.
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Projected Annual Investment in Shelter

. Annual Need . Cost/ . Total Annual
Income Group # of Solutions Solution* Cost
RO-R50 887 1,200 " 1,064,000
R50-R100 | 919 1,500 1,378,500
R100-R200 314 3,000 942,000.
R200 & Over 281 , 7,000 1,967,000
2,371 5,351,500

" *%These all represent fairly low-cost solutions.

Taking R5,000,000 as the capital required in 1978, and providing for _
a 20% annual inflation factor, a projection of.capital needs over the next
10 years is as follows:

Pfojection of Total Capital Requirements in
Urban Sheltor Sector .

In Millions of Rand

1978 5
1979 6
1980 7.2
1981 8.6
1982 10.4
1983 12.4
1984 14.9
1985 17.9
1986 21.5
1987 25.8

Total 129
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| The Government of Leeetholis presently committing RSS0,000 per year
for housing and urban development in the years 1975-81. Even with contin-
uing external assistance, government allocation for the urban shelter and
development activities will have to increase substantially to keep pace
with the expanding needs as projected.

Housing Policy

For the past several years the government of Lesotho has been work—

-ing to formulate a comprehensive housing policy. AID has carried out

several technical missions related to this effort. AID-funded technicians
conducted shelter sector studies in 1976 and 1978, and in 1978 provided
a short~term hou31ng policy consultant at government request.

A number of recent moves by government indicate 1ncreasing attention
to and concern with housing pelicy end problems. The Prime Minister
has recently recommended the consolidation of the LHC with LEHCO-OP into
one organization called the National Self—Helleousing Agency. This is
now under study by the Secretery to the Cabinet and should be ready for
presentation to the Parliment by the end of 1978,

In 1977, the Government created.an Office of Housing in the Ministry
of Interior, and in early 1978 appointed a competent and well trained
Masotho Urban Planner to head the bivision. The purpose of this office
is to coordinate shelter and urban development efforts among government,
parastatal, and private entities. During the early years, this off;ce
will concentrate on the development of a comprehensive housing policy for
the country. Creation of the Office of Housing and the possible consoli-
dation of parasta£a1 housing egencies will facilitate the articulation

and future implementation of national housing policy. These moves are
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recent, however, and reflect the ongoiné process of evolution of shelter
policy.

The government of Lesotho has a commitment to improve housing dur-
ing the second Five Year Plan, 1975-80. Expenditufes in housing will be
met, in large part, through contributions from external donors. The
intent of current policy will be to increase somewhat resources available
to low-income and-sités—and-services housing programs. Nonetheless, the
single largesg housing alloéation in the 1975-80 plan is for goﬁernment
-pool housing, 'so a substantive shift in policy remains to be seen.

There are a number of issues that seriously affect the shelter
sector which are receiving special consideration in the context ;f-evol—
ution of housing policy. Subsidy in government housing has grave econo-
mié and political repercussions, and is curfently under Intensive review
within government agencies. The level of subsidy in civil servant hous-
ing is currently estimated at 80-90%. The high cost of subsidy limits
the government's capacity to provide housing to all civil servants and
creates a most unequal distribution of benefits between those who get
government housing and those who must rent in the private sector. Given
the critical shortage of resources in relation to housing néed, the cos*
of government housing subsidy is excessive, It is,ltherefore, the
government's intention to phase out provisi&n of public service housing,
and consideration is being given to gradually transferring responsibility
for the sale and disposition of such housing.to the LHC and BFC.

A Town and Country Planning Act is now under consideration which
would strengthen the Government's ability t§ develop comprehensive town

plans vhich will lead to an overall urban settlement policy. The estab-
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ishment of selected urban growth centers related closely to agricultural

development programs will form an important part of this policy.

External Assistance

A number of external doﬁors are providing assistance which covers
a wide range of shelter sector and urban development.needs. Much of the
funding to Lesotho comes in the form of grants, and loans are financed

at concessionary rates due to the fact that Lesotho is considered by the

UN to be among the "inner six" of the 25 poorest natlons.

The UN has supported several aspects of urban shelter programs. A
UN grant helped establish and is currently supportlng LEHCO-OP's initial
Program in cooperative and self—help hou51ng. The Building Finance Cor-
poration is also the recipient of a UN grant.

AID has provided technical assistance to shape government housing
policy. An initial shelter sector assessment was conducted by AID in
1976, .and was updated in 1978. At the request of the government, AID
funded a consultant on housing policy in 1978. AID is currently sup-—
porting a technician working to develop the building materials production
division of LEHCO OP, .

The Canadian International Development Agency will initiate a $2.6
million sites-and-services program in September 1978, for which LEHCO-OP
and the LHC will be the Primary implementieg agencies. The British
Commonwealth Development Corporati.n is funding the construction of mid-
dle income housing through the LHC,

“ The World Bank is considering the possibility of providing $3 mil-
lion for sites-and-services and upgrading projects to be implemented by

the Ministry of the Interior, LEHCO-OP, and the LHC.
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ﬁrban infrastructure for Maseru has ‘been funded with contributions
from the British Dverseas ﬁevelépmeﬁt Ministry (sewage palnt) and the
African Development Bank (water supply). Nearly half of the actual and
projected donor contriﬁutions are directed toward self-help or sites—-and-
services housing programs.operatgd by LEHCO-OP or LEHCO-OP in combination
with other governmental institutions. External asSistance wiil increase
significantly existlng sites~and-services. housing programs operated by
"LEHCO-0P or LEHCO-OP in combination with other governmental institutions.
External assistance will increasg significantly existing sites-and-ser-

vices and low-cost housing programs.
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Strategy and Programs

Strategy — .

The shifting political sands in the region haﬁe caused the goverament
of Lesotho to reassess its overall development strategy, In 1976 Lesotho
was placing highest priority on achieving food self-sufficiency, but since
that time has concluded that employment creation (especially for return-

ing migrant workers) and the developmeﬁt of indigenous private enterprise

should be accorded higher priority, Today the need to create more

non—agricultﬁral jobs -in-country is one of.the most ﬁressing preoccupations
of the government,
This suggests the desirability of AID re~evaluating its longer range

program for Lesotho, Rural and agriculture development will be emphasized

_in the immediate future since the overvhelming majority of the population

resides in rural areas. However, longer term strategy, in accordance with
changing government views, shoul& seek ways to assist in meeting empldy—
ment néeds and creating more jobs in the modern sector. Indeed, such a
strategy would call for more extensive efforts to develop labor-intensive
production, e%pecially in the emerging urban areas to which most of the
miqers are expected to return.

Greater emphasis on the urban development sector by AID seems to be
indicated by the shifting or priorities by the Lesotho government and
would respond to the critical existing need for shelter and housing pro-
grams.

Implementation and financing of badly needed urban development of
sufficient scale, will in themselves, create an immediate demand for:

1, skilled workers in the construction field,

2. trained manpower in all aspects of shelter and urban developrent
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programs, and

3. building materials of all sorts,

Recalling that up to 70 percent of building materials for low cost houﬁj
ing are imported from South Africa, it behooves AID to assist the govern-
ment diminishing this severe dependency on South Africa in this sector.

To achieve these longer range objectives, the following short and
long range strategies and programs may be considered.

AID should continue and expand its support to the government build-
~ing and materials production areas. A smﬁll start in this direction has
already been made by AID's current support of the LEHCO-OP building mate-
rials production enterprise. Research and ‘investigation into the exploi-
tation of local building materials is essential and should occupy high
priority in the short term. |

AID should continue supporting the government with technical assis-
tance on its overall shelter and urban devleopment programs, especially
in housing policy and policy and program cosrdination. Consistent with
the present emphasis on rural development, AID should pursue development
of a comprehensive approach toward town and comnunity planning which exam-
ines fhe creation of selected growth poles (market centers), and the anti-
cipated shift towards greater industrialization in the urban and semi-
urban areas. The lack of natural building materials ~ thatch and wood -
could be addressed as part of ongoing agricultural development programs,
and would have a beneficial impact on rural housing., Reforestation pro;
grams would also benefit urban housing projects by generating a local
supply of wood for windows, doors, and furniture, Technical assistance
to the newly created Office of Housing, and the existing Department of

Lands, Surveys and Physical Planning and the BFC is vital, Such an
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effort would also include substantial participant training and nodest
grant capital inputs for a number of low-cost shelter and community devel-
opeent programs in 3 to 5 towns., (632-0203).

In the short and long term, there will be a great lack of Basotho
manpower skilled for working in the shelter/urban development sector. A
study defining the manpower needs and the means of training Basotho for
technical, managerial, and skilled labor jobs is needed. Such a study
should be followed by an AID commitment to providing technical and capital
resources for manpower training. |

In recognition of the abrupﬁ govermment shift in priorities, and the
very real constraints in agricultural development, some transformation of
the economic base seems necessary to sustain the natioﬁ, fo reduce the
dependency on South Africa, and to begin to develop an economy which
could become viable and employ a greatgr proportion of the Basotho locally,

At ;his stage it is difficult to define precisely how this transfor-
ﬁation will emerge, but the general direction seems clear, i,e., towards
a more urbanized and industrially oriented society., This will require
new and stronger institutions, an adequate infrastructure, and a retrained,
expanded, and upgraded manpower pool.

As part of this longer range approach, it will be necessary to pursue
an incremental strategy, in which the shglter, building‘méterials, and
construction sectors (as part of the overall industrialization process)
will require substantially increased inputs. Clearly, capital assistance
is needed, and the provision of capital assistance through grant funding
should be given serious consideration in view of the extrehe poverty of
Lesotho, It is to be assumed that at least 757 of fhe capital require-

ments in the shelter, construction, and building materials sector must
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come from external sources. The magnitude of investment must be increased

substantially in cowming years, and the capital resources needed will in-

crease sharply if the inflow of migrant workers increases as ptedicted..
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People interviewed by J. Edmondson July 21, 22, 23, 1978

Central Planning and Development Office

Mrs. Moji -~ Dep, P.S.
Mr. Jeff Rockcliffe King

Ministry of Interior

Mr. Mkhahle ~ Director of Housing

“Mr. A. Mosaase - Commission of Lands

Cabinet secretary

Mrs. Ntsane - Dep, P,S.

Lesotho Housing Corp.

Mr. Henry Ntasaba - Managing Director

Building Finance Corp.

Mr. John Mayer - Director

LEHCO-OP -

Mr. V. Makhele - Director
Mr. E) Galinde -~ ICHDA Advisor
Mr. L. Maichese - FCH Advisor (And others in staff),

AID

Mr. F. W, Campbell - Operations Officer

Mr. John Figuiera

U.S. Embassy )
Mr. B, Stokes - Charge dé Affaire.




