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EXECUTIVE SUMMARY

Though important gender gaps persist in a number
of critical areas, the experience of Lesotho high-
lights that the political resolve to promote gender
equality is not, and should not be, a monopoly of
high-income countries. Even those countries quali-
fied as least developed countries (LDCs) can ambi-
tiously adopt and implement strategies and policies
aimed at reducing gender-based disparities.

The Lesotho case study highlights the multifaceted
relationship between trade policy on the one hand,
structural changes and productive transformation
on the other, and their repercussions on patterns of
employment for men and women. In particular, the
rise — and subsequent relative decline — of Leso-
tho as a major apparel exporter to the United States
illustrates clearly the strong correlation between
trade policy, structural change in the economy, and
shifting gender patterns.

I GENDER ASSESSMENT

Lesotho has made significant progress on closing
the gender gap. Remarkably, the country ranks 9th
out of 135 countries on the World Economic Forum
(WEF)’s Global Gender Gap Index (GGI), 2011, well
ahead of countries like the United Kingdom, the
United States or France. Lesotho has closed the
gender gap in literacy and education, and female
educational gains are filtering into the jobs market.
Most notably, women now make up the majority of
the high-skilled workforce. Women also hold the
majority of positions at the local government level.
These developments should be largely credited to
the Government’s pro-women policies and strate-
gies. They also relate to Lesotho’s migration history,
as a large share of the Basotho male population his-
torically migrated to work in South Africa’s mines,
forcing women to take more active roles in society at
home. Notwithstanding these achievements, major
gender gaps persist in a number of critical areas.
Structural biases against women are evident in ac-
cess to land and other productive resources. Health
statistics also point to structural gender biases. The
spread of HIV and AIDS has had a disproportionate
impact on women, largely due to social and cultural
factors, such as gender-based violence.

This duality in gender-related “outcomes” reflects
a certain dualism in the country’s policies and so-

cial institutions (“input” or “means” variables). Most
notably, while “modern” and progressive piecemeal
legislative action has provided equal rights for men
and women in Lesotho; traditional rules and cus-
toms limit women’s ability to exercise these rights.
Sociocultural norms have not kept pace with legal
advances and are still entrenched and far-reaching,
for a number of reasons. First, there are some struc-
tural constraints built into Lesotho’s legal framework
— a dual legal system, within which “civil” law (es-
sentially based on Roman Dutch law) and custom-
ary law coexist without encroaching upon each
other. Second, a number of logistical and financial
constraints hinder effective access to “civil” justice.
In addition, lack of awareness of legal rules/venues,
and sociocultural barriers (such as fear of reprisal or
social ostracism) represent significant obstacles to
women’s access to justice in Lesotho. Particularly in
rural areas, the evolution of social institutions (and
particularly the role of women in society) will largely
depend on the transformations brought about by
legislative action and judicial pronouncements in
areas traditionally reserved for customary law (mar-
riage relationships, inheritance practices, etc.).

Il TRADE-LED STRUCTURAL
CHANGES AND TRADE POLICY
CHALLENGES

There have been major changes in Lesotho’s struc-
ture of production and trade over the past thirty
years. Results indicate that from the early 1980s to
2010, the manufacturing industry significantly ex-
panded its share of production, from about 6 per
cent of value added in 1982 to approximately 18 per
cent in 2010. Manufacturing was boosted by strong
growth in the apparel sector. During the same pe-
riod, structural change in Lesotho’s trade patterns
was reflected by a shift in the composition of ex-
ports towards apparel products. Overall, trade ex-
pansion over the last thirty years has brought about
an increase in labour-intensive exports, most nota-
bly clothing — a development accompanied by a
significant increase in female wage employment in
the formal sector.

These structural changes — most notably the fast
expansion of supply and trade capacity in the ap-
parel sector — largely reflect the outcome of trade
policy. Lesotho provides an example of a direct cor-
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relation between trade policy on the one hand, and
structural change and productive transformation on
the other. Three trade policy instruments have criti-
cally shaped Lesotho’s competitive edge in apparel
exports: (i) quotas on exports of clothing from Asian
producers to the United States and the European
market under the Multifiore Arrangement (MFA); (ii)
unilateral, non-reciprocal duty-free access to the
United States for Lesotho’s apparel products under
the African Growth and Opportunity Act (AGOA)
initiative; and (iii) a relaxation of the rules of origin
under AGOA to permit third country fabrics in the
production of Lesotho’s apparel exports to the Unit-
ed States.

Lesotho’s garment sector had expanded under the
MFA, when Asian investors moved to Lesotho to by-
pass the MFA quota restrictions constraining textile
and apparel exports from Asian countries. The MFA
had provided for the application of selective quanti-
tative restrictions when surges in imports of particu-
lar products caused, or threatened to cause, seri-
ous damage to the industry of the importing country.
The main targets of protectionist measures under
the quota system were low-cost Asian suppliers, in-
cluding Pakistan and India.

AGOA again spurred an inflow of FDI from Asia,
mainly mainland China and Taiwan Province of Chi-
na, to take advantage of quota-free market access
to the US. The AGOA third country fabric clause al-
lows beneficiary LDC countries, including Lesotho,
to export apparel articles to the United States under
AGOA preferences, regardless of the country of ori-
gin of the fabric or yarn.

Lesotho’s comparative advantage was thus, to a
significant extent, artificially crafted through trade
policy. This makes the country particularly vulner-
able to “preference erosion” arising from the AGOA
scheduled phase-out and from Most Favoured Na-
tion (MFN) tariff cuts at the WTO. More precisely, Le-
sotho faces the combined implications of what we
may refer to as trade preference “expiration”, prefer-
ence “erosion”, and “preference dilution”.

Preference “expiration” refers to the scheduled
phase-out of AGOA and the third country fabric
clause. AGOA provides duty-free and quota-free
treatment for eligible apparel articles made in quali-
fying sub-Saharan African countries through Sep-
tember 2015. A productivity disadvantage vis-a-vis
other (mainly Asian) exporters makes Lesotho’s
clothing industry heavily reliant on AGOA trade

preferences. Another major related challenge fac-
ing Lesotho’s garment industry is the planned expi-
ration (30 September 2012) of the AGOA third coun-
try fabric clause. As mentioned, the clause allows
lesser developed beneficiary countries (LDBCs) to
export apparel articles to the United States under
AGOA preferences regardless of the country of ori-
gin of the fabric or yarn. The clause on third country
fabric is crucial for the viability of Lesotho’s clothing
exports, as Lesotho apparel manufacturers largely
source their fabric inputs from non-AGOA eligi-
ble countries, notably Taiwan Province of China.

The risk of preference “erosion” arises from MFN
trade liberalization in manufactured products. Mul-
tilateral trade liberalization negotiations result in
market access gains for all countries, which erode
the preference margins enjoyed by countries that
receive unilateral preferences. In textiles and ap-
parel, MFN tariffs are still considerable. The main
unilateral preferences programmes, such as the
Generalized System of Preferences (GSP), either
exclude textile and apparel from their coverage or
impose rather strict rules of origin requirements. Le-
sotho would then be particularly vulnerable to MFN
trade liberalization in this sector. It seems, however,
that the country is unlikely to face the challenges
of further multilateral liberalization in the apparel
sector for the time being, as divergences about the
depth and scope of industrial tariff cuts have effec-
tively blocked further MFN liberalization. In the past,
the issue of preference “erosion” in apparel came
up importantly for Lesotho (and other AGOA sup-
pliers) in 2004/2005 with the complete phase-out
of the MFA. It essentially concerned the removal of
quotas, rather than tariff liberalization. The MFA had
provided for the application of selective quantita-
tive restrictions when surges in imports of particular
products caused, or threatened to cause, serious
damage to the industry of the importing country. The
expiration of the final MFA quotas in 2005 resulted in
a rapid acceleration of US imports from the formerly
quota-contained Asian suppliers, such as China
and Vietnam.

Preference “dilution” occurs when preferential treat-
ment is extended to other countries. AGOA coun-
tries that already enjoy duty-free, quota-free treat-
ment see the extension of similar treatment to the
other LDCs as a threat to their own interests. As re-
gards apparel products, preferential access to the
US market under AGOA has already been diluted/is
being diluted by the extension of duty-free, quota-
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free access to apparel imports from other major ap-
parel suppliers to the United States, including Nica-
ragua (under the U.S. - Central America - Dominican
Republic Free Trade Agreement (CAFTA-DR)); and,
if the Trans-Pacific Partnership (TPP) agreement is
implemented, Vietham. A major perceived threat
in this context is also the possible extension of the
AGOA to the Asian LDCs that do not currently en-
joy preferential access to the US market, including
Cambodia and Bangladesh.

These trade policy-issues have gender-specific im-
plications in Lesotho, as they are likely to dispro-
portionately affect women, who are predominant in
Lesotho’s export-oriented apparel sector.

ML GENDER RAMIFICATIONS

The trade-led structural transformation in Lesotho,
specifically the fast expansion of supply and trade
capacity in the apparel sector, has had strong re-
distributive effects across sectors and individuals.
Overall, it has created opportunities for women'’s
empowerment and well-being through job creation
in export-led sectors; but it has also contributed to
new patterns of inequality and vulnerability.

The trade-led expansion of Lesotho’s apparel in-
dustry has created a large number of new jobs in
Lesotho, most of which have been filled by wom-
en. Under AGOA, Lesotho’s clothing industry has
grown to be the country’s single largest employer
with some 48,000 jobs in 2004, compared to only
about 10,000 in 1999. Women make up the bulk of
this workforce. The Lesotho case study thus con-
firms that trade policy (in this case, preferential ac-
cess to US markets) can play a catalytic role in job
creation for women. Most significantly, trade-led
developments have created a large number of new
jobs for underprivileged, relatively unskilled women
who would otherwise have little chance of being
formally employed. The advantages of formal em-
ployment in the textile and apparel sector in Lesotho
have extended beyond the income earned. In par-
ticular, women working in the apparel factories have
access to innovative workplace health programmes
that provide free HIV care and treatment. In a con-
text where some 40 per cent of workers in the tex-
tiles and apparel sector are HIV-positive (ALAFA),
this industry-wide initiative is critically important.

However, there are qualifications to be made, and
some aspects that need to be critically assessed.
Some of the major areas of concern include the

quality of the employment created (wages, working
conditions and skills development), the spillover ef-
fects within the economy, and new patterns of vul-
nerability to external shocks.

Wages in the textile and apparel sectors are low in
real terms. At the lowest wage scale, a general work-
er in Lesotho’s textile and apparel industry earns a
minimum of 44 maloti per day, or 208 maloti per
week, or 833 maloti per month (equivalent to about
$5, $26, and $103). Considering that the average
monthly cash expenditure on food and beverages
for all households was 405 maloti in the 2002/2003
Household Budget Survey, wages allow only for the
coverage of basic subsistence expenses. Working
conditions are hard. Furthermore, female job segre-
gation in the unskilled/labour intensive nodes, and
the segregated nature of tasks within each node,
have significantly limited skills development.

The spillover effects within the economy have been
modest. There have been limited effects on govern-
ment revenue, as export-oriented (outside SACU)
manufacturers benefit from a number of tax incen-
tives that curtail their contribution to the national
budget. Nor have any significant industrial linkages
involving local small and medium-sized enterprises
(SMEs) and fostering local skills been developed.

Finally, although formal employment in the apparel
sector has been a positive development for many
women, it has also made women particularly vul-
nerable to external shocks and changes in the in-
ternational trade environment. This vulnerability is
particularly acute in light of the fact that textile and
apparel workers would face many difficulties in ad-
justing to trade policy changes. The limited effect of
foreign investment on fostering skills development
in Lesotho’s apparel sector, and the low wage lev-
els, which do not allow building up substantive sav-
ings for small business activities, contribute to make
the adjustment difficult. It is widely recognized that
if the apparel factories were to shut down, it would
be very difficult for the female workers to relocate.

Iv. POLICY OPTIONS

There is a wide spectrum of policy options that Le-
sotho may wish to consider for the implementation
of a sustainable, gender-sensitive trade strategy.

Short-term responses are geared to a temporary
extension of AGOA tariff preferences and of the
third country fabric clause. This would give Lesotho




viii WHO IS BENEFITING FROM TRADE LIBERALIZATION IN LESOTHO? A GENDER PERSPECTIVE

more time to design and implement a post-AGOA
adjustment strategy. Negotiators may wish, in par-
ticular, to build a “gender case” for the preferential
regime extension, on humanitarian grounds. Also,
initiatives to tackle HIV/AIDS in the workplace can
be leveraged to build a product-differentiation strat-
egy and penetrate new export markets. Gender
should be an integral component of this approach.

In the mid- to long-run, the unpredictability of the
renewal of AGOA underscores the urgent need to
diversify Lesotho’s export markets and products.
Government should also support the creation of in-
dustrial clusters/linkages, and create an enabling
environment for local income-generating small and

medium-sized enterprises. Gender should be an
integral component of this strategy, with a view to
offering new employment opportunities for two dis-
crete groups of workers; namely workers in Leso-
tho's textile and apparel sector (mainly women) and
Lesotho’s retrenched migrant miners (men).

In the long run, Lesotho should strive to build a
competitive and resilient productive base in order
to fully exploit the potential in local, regional and
global markets. It is critical, in particular, to over-
come infrastructural deficiencies and improve the
business environment. This calls for the mobilization
of internal resources and the pooling and alignment
of external funds.




INTRODUCTION

This report aims to critically assess the gender im-
plications of Lesotho’s trade-led productive trans-
formation. The study is structured as follows.

Chapter 1 provides a broad country overview.

Chapter 2 assesses the gender situation in Leso-
tho, by considering both gender-related “outcomes”
(the relative position of men and women in key as-
pects of social life) and relevant policies and social
institutions (“input” or “means” variables).

Chapter 3 reviews some changes in Lesotho’s
structure of production and trade, outlines some
underlying trade policy developments, and singles
out some gendered implications of these develop-
ments.

Chapter 4 closes with some summary observations
and illustrates a spectrum of policy options for Le-
sotho for the implementation of a gender-sensitive
trade strategy.
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EXECUTIVE SUMMARY

1 COUNTRY OVERVIEW

The Kingdom of Lesotho is a sovereign and inde-
pendent country which is totally surrounded by its
neighbour, the Republic of South Africa. Its terri-
tory covers an area of 30,300 km?, three-quarters
of which are highlands located 1,800 meters above
sea level. Only 13 per cent of Lesotho’s land is ar-
able due to soil erosion and desertification. Human
and livestock population pressure on limited land
areas also contribute to soil erosion. Limited avail-
ability of arable land, unfavourable climatic condi-
tions and rampant soil erosion significantly constrain
agricultural activities — a sector that still supports the
majority of the population (UNSTATS 2009; Kingdom
of Lesotho (KoL) 2001).

The latest population and housing census (KoL
2009a) estimates Lesotho’s population at about
2.1 million. Approximately 23 per cent of the popu-
lation live in urban areas and the remaining 77 per
cent live in rural areas. The gender ratio is about
94 males for every 100 females. Male heads of
household comprise 64.9 per cent of all house-
holds, while female household heads comprise
35.1 per cent. The average household consists of
4.4 persons, and rural households tend to be bigger
than urban households. The country is ethnically ho-
mogeneous: Lesotho has only one ethnic group, the
Basotho; and one language, Sesotho.

In the area of governance, Lesotho gained independ-
ence from the United Kingdom in 1966 and is a consti-
tutional monarchy. Democratic elections were held in
1993 and in 1998, when the results were challenged
by the opposition party. An Interim Political Authority
was then established to resolve the impasse, involv-
ing all political parties. An electoral reform is in the
pipeline, and elections are due to be held in 2012
(Economist Intelligence Unit 2011). The Transpar-
ency International corruption perception index ranks
Lesotho 78th out of a total of 178 countries, with a
score of 3.5." Lesotho ranks 9th out of the 33 sub-
Saharan African countries included (Transparency In-
ternational 2010). In the 2011 Doing Business report,
Lesotho is ranked 138th out of 183 economies, while
South Africa is ranked 34th.2 Some areas where Le-
sotho is facing challenges are construction permits,
investor protection and property registration (World
Bank & International Finance Corporation 2011b).

Lesotho has traditionally had close economic ties
with South Africa, via trade, migrant miners and

receipts from the Southern Africa Customs Union
(SACU). Its currency, the loti, is pegged to the South
African rand at parity. Despite Lesotho’s market-
based economy being heavily tied to South Africa,
over the past decade the United States has grown
to become a major trade partner.

Economic growth in Lesotho has been slow and er-
ratic, and social progress has been modest over the
years. Growth in per capita income averaged about
1.6 per cent a year during the period 1997-2007,
below Lesotho’s regional and international com-
parators (UNCTADstat). The country is classified
as least developed and food deficit. Over the past
thirty years, remittances from Basotho miners em-
ployed in South Africa, SACU customs duties and
export earnings from textiles and diamonds have
generated the bulk of government revenue. Despite
its declining share of output, subsistence agricul-
ture still employs a majority of the population. The
water sector (electricity, water and construction) has
also played an important role in output, particularly
in the 1990s, during the construction of the Lesotho
Highlands Water Project (LHWP).

Over the past decade, the export-oriented apparel
sector has become a prominent source of economic
growth, foreign exchange and employment, building
on the preferential trade opportunities created by the
African Growth and Opportunity Act (AGOA). Dia-
monds, Lesotho’s fastest growing export commod-
ity, have also generated significant export revenue.
Export proceeds, however, have only partially offset
declines in remittances inflows and SACU revenues.
These declines in remittances inflows are due in
part to the fact that since the early 1990s, there has
been a major retrenchment of male migrants from the
mines following changes in mining companies’ em-
ployment policies. In 1990, some 99,700 miners from
Lesotho migrated to South Africa, compared with
some 46,000 in 2005 (Southern African Migration
Programme 2010).2 This has translated into reduced
remittances inflows and an influx of new job seekers
in the domestic jobs market, as men who traditionally
worked in the mines across the border look for work
at home. Also, SACU receipts, which have been
the bulwark of Lesotho’s national budget ever since
1969, have contracted significantly in recent years.

Lesotho still faces a major poverty challenge. Ac-
cording to the 2002/03 Household Budget Survey
(KoL 2006), the percentage of households below
the poverty line was 56.6 per cent in 2002/03, a
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10-percentage point decline from 1994/95.4 Poverty
continues to be a predominantly rural phenomenon,
but its incidence is growing in urban areas. The
poverty rate for households in rural areas stood at
61 per cent in 2002/03 (down from 70 per cent of
households in 1994/95), while in urban areas it had
increased over the 1994/95-2002/03 period from
32.3 to 33.7 per cent (“Maseru urban area”), and
from 40.4 to 46.3 per cent (“Other urban areas”)
(UNDP 2007). There is no discernible “feminization”
of poverty in Lesotho: women or women-headed
households do not represent a disproportionate per-
centage of the poor, who live predominantly in male-
headed households (66.2 per cent). It is interesting to
note, however, that the proportion of the poor who live
in female-headed households increased to 33.8 per
cent in 2002/03 from 28.9 per cent in 1994/95 (KoL
2006). Lesotho ranks 141st out of 169 countries on
UNDP’s Human Development Index (HDI), with a HDI
of 0.427 (slightly above the sub-Saharan Africa re-
gional average). This rank positions the country in the
“low human development” category (UNDP 2010).
The income distribution in Lesotho is unequal, with
a Gini coefficient of 52.5, among the world’s highest.®

Lesotho has a long history of both internal and ex-
ternal migration. Traditionally, labour migrants were
mainly men headed for South African mines, while
their wives stayed behind to care for the family and
tend to the fields. Migration has led to employment
and income opportunities, but it has also had nega-
tive effects, such as brain drain and the fact that the
migrating population is in the high-risk zone for HIV
infection.

The HIV prevalence rate in Lesotho, which was es-
timated at 23.6 per cent in 2008, is the third-highest
in the world (KoL 2010b). The country is facing a so-
called triple threat: the coincidence of high HIV prev-

alence, poverty, and a weak governance system.
The high HIV prevalence reinforces, and is being
reinforced by, poverty. The weak governance system
negatively affects the capacity of the public sector
to deliver quality services. These issues not only un-
dermine the country’s development but also impact
women, and therefore represent an obstacle to the
achievement of gender equality. Women are particu-
larly vulnerable to HIV infection for several reasons.
Persistent gender-based violence, especially in the
form of sexual abuse of young women, is a vehicle for
the spread of the disease. Large-scale migration of
women from rural to urban areas in search of employ-
ment opportunities, especially in the textile sector,
has favoured an increase in infections. In addition,
higher wages may tempt garment workers to switch
to sex work. HIV/AIDS is also generating new forms
of migration. When HIV-infected migrants become
too sick to work, they return home (Clark et al. 2007).

The Government of Lesotho has put in place a pro-
gramme to deal with these problems, and generally
to promote progress and development in the nation:
The National Vision 2020. It was launched in 2004
and states that “by the year 2020, Lesotho shall be
a stable democracy, a united and prosperous nation
at peace with itself and its neighbours” (KoL 2004a).
The Vision 2020 has been implemented through the
Poverty Reduction Strategy Programme 2004-2008
and is currently part of the Medium Term Macroeco-
nomic Framework (2009-2011). The Government
has also started the process of preparing the Na-
tional Strategic Development Plan (NSDP) 2012/13-
2016/17. Once developed, the NSDP will guide the
implementation of the National Vision 2020 (KoL
2011c). The five main topical clusters for the NSDP
are the investment climate, financial services, and
trade and manufacturing; infrastructure; skills de-
velopment; economic sectors; and health (ibid).
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2 GENDER ASSESSMENT IN LESOTHO
2.1 INTRODUCTION

The gender situation in Lesotho is quite elusive. One
the one hand, women are educated and engaged
as pillars of the economy. In addition, women are in-
creasingly represented in political decision-making.
On the other hand, gender gaps persist in some im-
portant respects — from wage discrimination against
women to the disproportionate impact on women of
the HIV and AIDS epidemic. This duality in gender-
related “outcomes” reflects a certain dualism in
the country’s policies and social institutions (“input”
or “means” variables). Most notably, while “modern”
and progressive piecemeal legislative action has
provided for equal rights for men and women in Le-
sotho, traditional rules and customs limit women'’s
ability to exercise these rights. These issues are dis-
cussed in some detail below.

2.2 GENDER-RELATED “OUTCOMES”

Lesotho has made significant progress on closing
the gender gap. Remarkably, the country ranks 9th
out of 135 countries on the World Economic Forum
(WEF)'s Global Gender Gap Index (GGI) 2011, well
ahead of countries like the United Kingdom, the
United States or France. The pace and magnitude
of gender equality gains has been outstanding. Suf-
fice it to mention that the country ranked 43rd in the
GGl 2006.

Lesotho has closed the traditional gender gap in
literacy and education, and in fact men have now
fallen slightly behind. Literacy rates among wom-
en (95 per cent) far exceed those of men (83 per
cent). Women also outperform men in terms of
educational attainment — with proportionally more
women than men enrolled in primary-, secondary-
and tertiary-level education (World Economic Fo-
rum 2011).

Female educational gains are filtering into the
job market. Lesotho is the second-highest-rank-
ing country among the 135 countries on the WEF
Economic Participation and Opportunity Subin-
dex (World Economic Forum 2011). Most notably,
women now make up the majority of the high-skilled
workforce. According to WEF figures, 52 per cent
of positions of legislators, senior officials and man-
agers are held by women; moreover, an estimated
58 per cent of professional and technical workers
are women (World Economic Forum 2011). Women

also account for the bulk of the workforce in the dy-
namic textile and apparel sector, and even though
these are low-skilled jobs, this sector has been one
of the key drivers of Lesotho’s economic dynamism
over the last decade.

Although the gap between men and women in po-
litical decision-making is still significant, women are
well represented in ministerial positions (32 per cent
of seats —including Education and Training, Employ-
ment and Labour, Health and Social Welfare, Jus-
tice, Law and Constitutional Affairs, Local Govern-
ment and Chieftainship, Tourism, Environment and
Culture, in addition to Gender — are held by women)
and in parliament (24 per cent of positions held by
women). The global average at the ministerial and
parliamentary levels is less than 20 per cent. It is
worth mentioning that women hold 52.8 per cent of
positions at the local government level (Committee
on the Elimination of Discrimination against Women
2010).

These developments should be largely credited to
the Government’s pro-women policies and strate-
gies, which include affirmative action measures di-
rectly responsible for the high averages of women
in political decision-making positions (further dis-
cussed in section 2.3.1). They also relate to Leso-
tho’s migration history: a large share of the Baso-
tho male population historically migrated to work in
South Africa’s mines, forcing women to take more
active roles in society at home.

Table 1: Comparison of women in Lesotho and the
United States

United States

Indicators Lesotho

Literacy rate 95% of women | 99% of women

Legislators, senior

0,
officials and managers 43% are women

52% are women

Professional and

0,
technical workers 55% are women

58% are women

] ’ 24% of parlia- 17% of
Women in parliament mentarians parliamentarians
Women in ministerial 32% of min- 33% of
positions isters ministers

Source: World Economic Forum, 2011

Notwithstanding these achievements, major gender
gaps persist in a number of critical areas.

Labour statistics point to some critical areas of con-
cern. According to the 2008 Labour Force survey,
the labour force participation rate was 63.5 per
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cent.® The gender-disaggregated labour force par-
ticipation rate was much higher for men (72.6 per
cent) than for women (55.3 per cent). The unem-
ployment rate’ (22.5 per cent) was significantly
higher for women (24.6 per cent) than for men
(21.2 per cent) (KoL, 2010a). The wage gap be-
tween women and men, including for comparable
work, remains substantial. According to the World
Economic Forum’s “female-to-male earned income
ratio”, women’s estimated earned income is about
74 per cent that of men. Turning to wages for com-
parable work, men would earn about one-fifth more
than women, as captured through the WEF “wage
equality for similar work” variable (World Economic
Forum 2011).

Structural biases against women are also evident in
access to land and other productive resources. Ac-
cording to 2002/03 survey data (KoL 2006), male-
headed households dominate in land ownership:
27.5 per cent of the male-headed households own
land, compared with just 13.4 per cent of female-
headed households. Similarly, the percentage
of male-headed households owning agricultural
equipment is significantly higher than that of their
female counterparts (KoL 2006). As discussed in
section 2.3.2, these discriminations are grounded
in entrenched customary practices relating to prop-
erty and inheritance.

Health statistics also point to structural gender bi-
ases. The spread of HIV and AIDS has had a dispro-
portionate impact on women, largely due to social
factors, including sexual violence against women. In
Lesotho, nearly one-quarter of the adult population
(about 24 per cent) is estimated to be HIV-positive,
of which 57.7 per cent are female and 42.3 per cent
male. UNAIDS estimates that the HIV prevalence
rate among young women aged 20-24 is almost
25 per cent (compared to 11 per cent among young
men) (KoL 2010b). Particularly vulnerable groups
include textile and apparel workers (who have an
HIV prevalence rate of 43 per cent), the majority
of whom are women, in addition to returning mine
workers (40 per cent are at risk of being infected)
(USAID 2010). Another gender-specific health con-
cern is the high maternal mortality rate, estimated
at 970/100,000 live births in the 2004 Lesotho De-
mographic Health Survey (up from 459/100,000 live
births in 1996). Abortion-related deaths are indicat-
ed as a major contribution to maternal mortality in
Lesotho (UNDP Lesotho).

2.3 “INPUT” VARIABLES: LEGAL AND
SOCIAL FACTORS AFFECTING
GENDER DISPARITY

A review of Lesotho’s sectoral legislations and poli-
cies reveals a substantial commitment to gender
equality and women’s empowerment. However, Le-
sotho’s legal and administrative measures taken to
foster gender equality seek to transform entrenched
customary practices, which tend to hold back pro-
gress. Lesotho has a dual legal system, within which
“civil” law (Roman Dutch law) and customary law
coexist. Although the 1993 Constitution guarantees
equal rights between men and women (section 18),
it provides exceptions for customary practices (sec-
tion 18(4)(c)), which are comprehensively carved
out from the “modern” legal framework. These is-
sues are discussed below.

2.3.1 Laws and policies to eliminate
discrimination against women
2.3.1.1  The programmatic framework

The Government of Lesotho has demonstrated a
strong political resolve to promote gender equal-
ity. In 1995, Lesotho ratified the Convention on the
Elimination of All Forms of Discrimination against
Women (CEDAW) and has since reformed its legal
framework to eliminate built-in gender discrimina-
tion.® At the regional level, Lesotho has signed the
2004 African Union (AU) Solemn Declaration on
Gender Equality in Africa, whereby Heads of State
and Government reaffirmed their commitment to
the principle of gender equality, as enshrined in
the Constitutive Act of the African Union, and com-
mitted themselves to report annually on progress
towards gender equality. Lesotho has also signed
the AU Gender Policy of 2009, the 1997 SADC
Declaration on Gender and Development and the
2008 SADC Protocol on Gender and Development
(Committee on the Elimination of Discrimination
against Women 2010). Under the Protocol, sig-
natory SADC States committed to enshrine gen-
der equality and equity in their Constitutions, and
amend and/or repeal all laws that discriminate on
the ground of gender, including on matters of: mar-
riage; family law and inheritance; water rights and
property; access to capital and credit. They also
undertook to introduce affirmative action meas-
ures to ensure that women benefit equally from
economic opportunities and to set the target for
women in decision-making at 50 per cent by 2015.
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States Parties are to submit reports to the Execu-
tive Secretary of SADC every two years, indicat-
ing progress made in implementing the measures
agreed to in the Protocol.

At the domestic level, the Government has includ-
ed goals of achieving gender equality in medium-
term and long-term development strategies. The
gender dimension is fully acknowledged in the Le-
sotho Vision 2020, which provides a framework for
short-to-medium- term development plans.® Anoth-
er key programmatic document, the 2004 Poverty
Reduction Strategy, recognizes gender as a criti-
cal cross-cutting issue. In it, gender is “understood
from the point of view of equity, with any analysis
or intervention bearing both sexes in mind” (KoL
2004b)."° Finally, the Gender and Development
Policy of 2003 calls for non-discrimination based
on sex in some critical areas of concern: poverty
and economic empowerment; education and train-
ing; youth; politics and decision-making; health;
gender-based violence; civil society organizations;
the media; the environment; and science and tech-
nology."" Under the auspices of the Gender and
Development Policy of 2003, a Draft Implementa-
tion Plan for 2008/10 was developed to mainstream
gender concerns into different sectors.

In collaboration with development partners, the
Government of Lesotho has initiated programmes
and projects to promote women'’s and girls’ rights. In
particular, the Fifth country Programme of Coopera-
tion between the Government of Lesotho and UNF-
PA 2008-2012, places the emphasis, among other
issues, on good governance and gender equality
(KoL and the United Nations, 2009).

2.3.1.2 Legal and administrative measures

Pursuant to these political commitments, the King-
dom of Lesotho has enacted key legislation and
put in place affirmative action measures in order
to effectively implement equality between men and
women.

Key pieces of legislation have been passed ad-
dressing women’s legal capacity and access to
economic resources. Women can now, with some
limited exceptions, enter into contracts, have capac-
ity to own or register property in their own names,
and have rights in the choice of the guardianship of
their children. Most notably, the Legal Capacity of
Married persons Act of 2006 has removed the mi-
nority status of married women in the community of

property. Other key enactments include the Sexual
Offences Act of 2003, which recognizes marital
rape as a sexual offence; the Lesotho Bank Sav-
ings and Development (Amendment) Act of 2008,
which provides for married women to open bank
accounts without their spouses’ consent; the Land
Act of 2010, which allows married women to inherit
land; and the Education Act of 2010, which provides
for free and compulsory primary education. A Bill is
under discussion that would allow married women to
own a business without their spouses’ consent. De-
spite these improvements, amendments to domestic
legislation are still required to fully ease discrimina-
tion against women (Committee on the Elimination of
Discrimination against Women 2010). For example,
under the Land Act of 2010, single women still can-
not inherit land, although the possibility of an amend-
ment to the law is being considered. Also, as dis-
cussed in the following section, traditional rules and
customs significantly limit women’s legal status and
rights with regard to access to economic resources.

On labour-related matters, major legal enactments
include the Labour Code Order of 1992, which
proscribed gender discrimination in the workplace
and offered statutory maternity leave to women;
and the Labour Code Wages (Amendment) Act
of 2009, which provided for paid maternity leave.
The 2009 Act stated that female employees who
had completed more than one year of continuous
service with the same employer in the textile, cloth-
ing and leather manufacturing industry should be
entitled to receive two weeks’ paid maternity leave.
Employees who had completed more than one year
of continuous service with the same employer other
than in the textile, clothing, and leather manufac-
turing should be entitled to receive six weeks’ paid
maternity leave. Lesotho’s clothing and textile in-
dustry employs mostly women, which explains the
differential treatment for the textile/apparel sector.
This differential treatment implies that a reasonable
maternity leave is provided only for those sectors
in which there is comparatively little participation of
women in the workforce. Lesotho’s normal working
week consists of 45 hours a week, with a one-hour
lunch break. Overtime is restricted to 11 hours a
week, paid at a premium (Lesotho Textile Exporters
Association).

Key policies and measures have also been adopted
with the goal of achieving de facto equality in politi-
cal participation. Worth mentioning in this respect is
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the Local Government Election (Amendment) Act of
2004, which reserves one-third of the seats of local
government positions for women.

The Government has put in place several mecha-
nisms to implement its legal enactments. These
mechanisms, however, lack vital resources. A dedi-
cated Ministry of Gender (the Ministry of Environ-
ment, Gender and Youth Affairs, reshuffled in 2002
as the Ministry of Gender and Youth, Sports and
Recreation (MGYSR)), was established in 1998 to
coordinate and mainstream gender issues into all
national policies and implementation programmes.
Gender focal points (GFPs), the Gender Technical
Committee (GTC), and an Expanded Theme Group
on Gender and Reproductive Health (later renamed
Gender Forum), have been established to main-
stream gender concerns into different sectors and
monitor implementation. Within this overall frame-
work, the Government has adopted sector-specific
policies and mechanisms to effectively implement
women'’s rights in critical areas of concern, includ-
ing (i) health (with a focus on maternal mortality,
family planning, adolescent health, and prevention
of mother-to-child transmission of HIV and AIDS); (ii)
gender-based violence (GBV) (specific frameworks
include the Child and Gender Protection Unit, op-
erational in all police districts to respond and inves-
tigate promptly all cases of GBV, the MGYSR’s One
Stop Centre for Survivors of Gender-based Violence,
which provides victims of GBV with legal advice,
health care and counselling; and the National Ac-
tion Plan on Gender-based Violence); (iii) economic
empowerment (examples are the Millennium Chal-
lenge Account Gender Equality in Economic Rights,
Training and Outreach Programme and the Women'’s
Entrepreneurship Development and Gender Equal-
ity Programme). A comprehensive overview of these
frameworks is presented in Lesotho’s initial, second,
third and fourth periodic State Party Reports on the
implementation of the CEDAW (Committee on the
Elimination of Discrimination against Women 2010),
to which the reader is referred.

2.3.2 Sociocultural barriers enshrined in
customary law

Sociocultural norms have not kept pace with the
legal advancements outlined above. Entrenched
traditional rules and customs, partly encoded in the
“Laws of Lerotholi”, still marginalize women in some
important respects. According to Lesotho’s prevail-
ing customary practices, women are legal minors

who are dependent throughout their lives on their
fathers, brothers, or elder male child if unmarried,
widowed or divorced; or subject to their husbands’
marital power if married. The Laws of Lerotholi pro-
vide that only a male child may inherit land. As a
matter of customary practice, women cannot enter
into contracts or own property in their own names,
and do not have rights in the choice of the guardian-
ship of their children.

There have been some transformative judicial pro-
nouncements by the High Court, which relaxed cus-
tomary requirements when applying customary law.
For example, in a case where the Bohali (sum to
be paid before a customary marriage can be com-
pleted) was discussed and never paid, the court still
found the marriage valid. However, customary law
is still entrenched, particularly in rural areas, where
virtually all women are customarily married.

Customary law institutions are still predominant due
to a number of factors.

First, there are some structural constraints built into
Lesotho’s legal framework. The latter is a dual le-
gal system, within which civil law (essentially based
on Roman Dutch law) and customary law coexist
without encroaching upon each other. In order to
avoid the application of conflicting provisions, the
two systems cannot be applied simultaneously in a
given situation: depending on the relevant factual
elements of a dispute, either customary or civil law
applies (choice-of-law clause). For example, in mat-
ters related to marriage and succession, a woman
who is customarily or traditionally married (rather
than married by civil law)'? can only access the lo-
cal Basuto courts, which will adjudicate based on
customary law.™ Virtually all women in rural areas
are customarily married, rather than married by civil
law. Accordingly, they are subject to customary law
on matters relating to the marriage relationship,
land ownership and succession. This explains, in
part, the limited reach of legal advances. It should
be stressed, once again, that the 1993 Constitution
places respect for Basotho customary practices
(cultural rights) above respect for individual civil
rights. This often leads to discrimination against
women, and is a complicated issue which needs to
be addressed in order for Lesotho to fully comply
with its ratification of CEDAW and in order for it to
maintain respect for its cultural heritage (including
customary law) while still respecting human rights.™
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Second, a number of logistical and financial con-
straints hinder effective access to civil justice. As
mentioned, only civil courts (including the magis-
trate courts, the High Court and the Court of Ap-
peal) have jurisdiction to hear civil cases. While
traditional customary courts exist predominately
in rural areas, civil courts are located in Maseru
(the High Court and the Court of Appeal) or in dis-
trict capitals (Magistrate’s Courts). The distance
between the rural villages where many women
live and the capitals may be a deterrent for them
to consider having their cases heard by the civil
jurisdiction. Furthermore, access to justice is not
free. Though the Government of Lesotho provides
heavily subsidized legal aid services to indigent
people through its Legal Aid Unit, the Service still
charges a fee (about 250 maloti, or approximately
$31for the whole process), an amount which may
be excessive for many rural women. Also, the qual-

ity of the service provided is not always adequate,
according to some informants. There is only one
Maseru-based office, staffed with eight to ten law-
yers, to serve the entire country.

Furthermore, there are several other significant ob-
stacles to women’s access to justice in Lesotho,
such as a lack of awareness of legal rules/venues;
and other sociocultural barriers (such as fear of re-
prisal or social ostracism). Particularly in rural areas,
where these obstacles are most pronounced, the
evolution of social institutions, (and particularly the
role of women in society) will largely depend on the
introduction of legislative action and transformative
judicial pronouncements into the areas traditionally
reserved for customary law (marriage relationships,
inheritance practices, etc.); or possibly also on a
much-needed revision of customary law targeted at
modifying those elements which are discriminatory
and harmful towards women.
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3 TRADE POLICY AND STRUCTURAL
CHANGE IN LESOTHO: SOME
GENDER IMPLICATIONS

This chapter evaluates structural transformations in
the economy of Lesotho (3.1), by reviewing chang-
es in the structure of production (3.1.1) and trade
(8.1.2) over the last thirty years. It then considers the
major trade policy developments underlying these
structural developments (3.2). Finally, it assesses
the gender implications of trade policy changes
(3.3). Although the study considers the industrial
structure as a whole, it focuses on the textile and
apparel sector.

Results indicate that from the early 1980s to 2010,
the manufacturing industry expanded its share of
production significantly, from about 6 per cent of
value added in 1982 to approximately 18 per centin
2010. Manufacturing was boosted by strong growth
in the textiles, clothing, footwear, and leather sec-
tors. During the same period, structural change in
Lesotho’s trade patterns was reflected by a shift
in the composition of exports towards textiles and
apparel. In a related vein, export specialization in
labour-intensive, low-technology manufactures took
place, as well as a change in the import structure,
with a focus on productive inputs.

These structural developments largely reflected the
outcome of trade policy. In particular, two trade pol-
icy instruments critically shaped Lesotho’s competi-
tive edge in apparel exports: (i) quotas imposed on
major textile and clothing suppliers under the Mul-
tifibre Arrangement (MFA); (ii) quota-free, duty-free
access to the United States for Lesotho’s apparel
products under the African Growth and Opportunity
Act (AGOA) initiative, coupled with a relaxation of
the rules of origin to permit third country fabrics in
the production of Lesotho’s apparel exports to the
United States.

In the Lesotho context, this trade policy-led struc-
tural transformation has had major gender rami-
fications. Trade expansion has provided women
in Lesotho with new job opportunities, given the
high proportion of female employment in the ap-
parel sector. This has created new opportunities
for women’s empowerment and well-being. The
Lesotho case study thus confirms that trade poli-
cy (in this case, privileged access to US markets)
can play a catalytic role in job creation for women.
However, there are qualifications to be made, and

some aspects that need to be critically assessed.
Some of the major areas of concern include low
wages, limited effect on fostering skills develop-
ment, and new patterns of vulnerability to external
shocks.

3.1 CHANGES IN THE STRUCTURE OF
PRODUCTION AND TRADE

3.1.1

Economic growth in Lesotho has been slow and er-
ratic, and social progress has been modest over the
years. Growth in per capita income averaged about
1.6 per cent a year during the period 1997-2007,
below Lesotho’s regional and international compar-
ators (UNCTADstat). The number of people living
below the poverty line has declined modestly, from
66.6 per cent in 1994/95 to 56.6 per cent in 2002/03
(KoL 2006).

Production and employment

The composition of output in Lesotho — as measured
by gross domestic product (GDP) — has changed
considerably over the last thirty years.

Figure 1: GDP by kind of economic activity, constant
2004 prices, million maloti
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Source: Lesotho, Ministry of Finance and Development Plan-
ning, Bureau of Statistics.

3.1.1.1

The contribution of agriculture has decreased signifi-
cantly over time, from as high as 24 per cent of total
value added in the early 1980s to just about 8 per cent
in 2010. In absolute terms, the sector has performed
poorly — at an annual growth rate of 0.3 per cent over
the 1982-2010 period with occasional surges and
dips, also reflecting the frequency of droughts.

Agriculture
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Figure 2: GDP by kind of economic activity,
percentage of GDP (in constant 2004 prices,
million maloti)
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Source: UNCTAD, based on Lesotho, Ministry of Finance
and Development Planning, Bureau of Statistics. Note:

The breakdown in shares by kind of economic activity is
shown as a percentage of the total value added. According
to national statistics, “industry” includes manufacturing;
electricity and water; mining and quarrying; and construction.

Low agricultural output in Lesotho stems from a
number of factors. Some are inherently related to
climatic and soil characteristics, including limited
availability of arable land, unfavourable climatic
conditions and rampant soil erosion. Others are re-
lated to infrastructural or institutional deficiencies,
particularly with respect to poor natural resource
management, low-yielding seedlings and the low
adoption level of modern technologies, insufficient
support services and inadequate access to finance,
and poor rural and marketing infrastructure.

Noteworthy is the fact that despite its declining share
of output, a majority of the labour force — some 52 per
cent of men and approximately 27 per cent of women
— are still employed in subsistence agriculture.

3.1.1.2  Industry

The relative contraction in agriculture has been
more than offset by an expanding industrial sector.
The sector consists of three main clusters of activi-
ties: manufacturing; electricity, water and construc-
tion; and mining.

3.1.1.2.1 Manufacturing

The transition out of agriculture was essentially
towards manufacturing, whose share of output in-
creased significantly over the 1982-2010 period —
at an annual growth rate of 7.8 per cent, from some
6 per cent of value added in 1982 to approximately
18 per cent in 2010.

The manufacturing sector was boosted by strong
growth in textiles, clothing, footwear and leather.
This subsector (particularly clothing) has expanded
rapidly since 1999 (it increased almost fourfold be-
tween 1999 and 2004), building on the preferential
trade opportunities created by AGOA. As discussed
in the following sections, the economic viability of
the sector depends heavily on the retention of pref-
erence margins in export trade and on a derogation
of the rules of origin for apparel products.

Lesotho’s apparel industry currently includes two
discrete segments: the first (commonly known as
the “exporters”) geared to exports out of the South-
ern Africa Customs Union (SACU), essentially to
the US market; the second (in local parlance the
“locals”, or “"domestic” companies) focused on do-
mestic and regional markets, i.e. intra-SACU trade.
Export-oriented companies geared to extra-SACU
markets (the “exporters”) are wholly owned and
controlled by Asian interests (besides two-three
Chinese firms and one Mauritian firm, they are all
owned by investors from Taiwan Province of China).
The “locals” are mainly from South Africa. There are
actually no genuinely local firms, with the exception
of individuals or very small workshops that produce
on demand for the local market. According to in-
dustry sources, as of November 2011 there were
22 “exporters”, of which 18 large companies and
4 smaller companies. Their number had declined
from a peak of 45 in 2004. The “exporters” spe-
cialize in the production of two ranges of clothing
products: denim garments and knitted garments.
Five out of the 22 “exporters” manufacture and ex-
port denim garments (jeans), while the remainder
specialize in the production of garments made from
knitted fabric (shirts, t-shirts, etc.). As discussed in
greater detail below, the industry sources most of
its inputs from non-AGOA eligible countries, which
raises important trade policy issues. The “locals”,
essentially servicing the South African market, are
inserted into quite different value chains than the
“exporters”. This has implications for sustainability
and upgrading prospects, and may also impact
gender relations. It was reported, in this respect,
that in the South African firms, workers tend to be
more multi-skilled, as they are producing not only
basic long-run orders for the South African market
but also replenishment and some quick response
orders. The latter require a different and more flex-
ible firm set-up and different (mostly higher) skills.
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The textile and apparel sector is the single largest
formal employer in the country, currently providing
work for more than 39,000 workers, mainly (over
90 per cent) women workers (KoL 2011a and Le-
sotho Textile Exporters Association). The sector em-
ploys about 23 per cent of the female labour force,
compared with 5.1 per cent of the male labour force.

3.1.1.2.2 Electricity, water, and construction

Aside from manufacturing (textile and clothing),
electricity, water and construction have also played
an important role in output. The contribution of con-
struction averaged 10 per cent in the 1990s during
implementation of the Lesotho Highlands Water Pro-
ject (LHWP), which also explains the relatively large
contribution of electricity and water. The construc-
tion sector employs around 5.8 per cent of the eco-
nomically active population (8.9 per cent of men,
compared with 1.2 per cent of women).

The LHWP is a major joint venture between the
Kingdom of Lesotho and the Republic of South Af-
rica." The purpose of the Project is twofold: water
transfer to South Africa (water revenue for Lesotho)
and electricity generation in Lesotho. South Af-
rica is responsible for all the water transfer costs,
whereas Lesotho is responsible for all costs of the
hydropower component and ancillary development
related to the LHWP in Lesotho. Two autonomous
statutory bodies — the Lesotho Highlands Develop-
ment Authority (LHDA) in Lesotho and the Trans
Caledon Tunnel Authority (TCTA) in South Africa —
are entrusted with responsibility for Project imple-
mentation, operation and maintenance. The LHWP
was envisaged as a four-phased development im-
plemented over a period of thirty years. Phase | —
Phase IA and Phase IB — was completed in 2004.'
A Memorandum of Understanding for Phase 2 was
signed in September 2005, but a decision on further
phases is yet to be taken.

The LHWP brings benefits to the Lesotho economy
in the form of water revenues, additional electric-
ity generation, and labour demand.’ However, the
Project has also had significant social and environ-
mental costs for the highlands population (loss of
arable and grazing land, as well as dwellings), due
to flooding of the reservoirs, and as a result of con-
struction works (Lesotho Highlands Development
Authority 2005). These costs were in part compen-
sated through a number of compensatory schemes,
which covered, among other things: losses of physi-

cal assets; agricultural resources; and losses of
community resources, such as schools and public
infrastructure. Some specific gender implications
can be identified in the implementation of the LHWP,
For example, compensation schemes discriminated
against women, since only the male heads of the
household were entitled to receive compensation
for the losses. Women could then only access such
resources through their male relatives. Besides ex-
acerbating gender inequality and reinforcing pa-
triarchal authority, women’s vulnerability increased
disproportionally due to the loss of land and in-
creased food insecurity (Braun 2010).

3.1.1.2.3 Mining

The share of the mining sector has increased remark-
ably since the mid—2000s, on account of the open-
ing of two diamond mines in 2004 and 2005 (KoL
2010a). The mining and quarrying sector employs
4.8 per cent of the male labour force, compared with
only 0.4 per cent of the female labour force.

3.1.1.3  Services

Noteworthy is the relatively high share of services
in economic activity. The tertiary sector is the larg-
est economic sector in terms of output, account-
ing for 58 per cent of value addition in 2010. The
most important subsectors in 2010 were real estate
and business services, public administration, and
education, contributing 14.3, 10.6, and 7.2 per cent,
respectively. The share of the sector has remained
broadly unchanged over the last three decades,
ranging between 66 and 57 per cent.

The tertiary sector is the leading source of em-
ployment for women, absorbing 48.4 per cent of
the female labour force (the corresponding figure
for males is 28.1 per cent). The most important
subsector for female employment is the Private
Household sector (17.2 per cent). Included in this
category are women working as domestic servants
or in small-scale household enterprises (KoL 2010a)

3.1.2 Trade structure and patterns

Lesotho is an open economy highly dependent on
international trade. Trade openness has increased
over time. The ratio of exports and imports in goods
and services as a percentage of GDP was 192.1 in
2009. It averaged 161.7 during 2005-2008, 157.8 in
2000-04, and 141.9 during 1995-99 (World Bank,
World Trade Indicators 2009/2010 Database).
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Table 2: Employment sectors, 2006 (percentage)

Economic activity Male Female Total
Primary 57.2 27.3 45.2
Agriculture 52.3 26.9 421
Fishing 0.1 01 01
Mining/Quarrying 4.8 0.4 3.0
Secondary 14.7 24.2 18.6
Manufacturing/Processing 51 22.9 12.3
Electricity 0.7 0.2 0.5
Construction 8.9 1.2 5.8
Tertiary 28.1 48.4 36.3
Wholesale & Retail Repair of Motor Vehicles & Personal and Household goods 55 6.7 6.0
Hotels and Restaurants 0.5 1.5 0.9
Transport Storage and Communication 5.1 0.9 34
Financial Intermediation 0.5 1.2 0.8
Real Estate Renting and Business Activities 0.7 1.2 0.9
Public Administration Defence Comp Social Service 5.8 3.6 49
Education 2.3 7.8 45
Health and Social work 0.9 24 1.5
Other Community Social and Personal Services 3.2 5.7 4.2
Private Household 3.3 17.2 8.9
Extraterritorial organizations’ bodies 0.2 0.2 0.2
Total 100.0 100.0 100.0

Source: 2006 Lesotho Population and Housing Census (KoL 2009a).

The country has generally experienced a nega-
tive trade balance in both goods and services.
There was a significant deficit in the goods bal-
ance through the 2000s, despite a sharp increase in
clothing exports. This is also on account of the fact
that apparel inputs (textile yarns and some fabric)
are imported, limiting the net contribution of apparel
exports to the economy. In addition, Lesotho is a
net importer of services. Expenditure by Lesotho
residents abroad (Lesotho embassies abroad and
Basotho migrant workers in South Africa) are esti-
mated to account for between 77 and 90 per cent of
imports of services (KoL 2010a).

The trade deficit has been partially offset by sur-
pluses from labour income, mainly migrant mine
workers, and current transfers (SACU receipts).
Remittance flows are systemically important for Le-
sotho, accounting for 26 per cent of GDP in 2009,
down from 34 per cent in 2000 (World Bank, World
Trade Indicators 2009/2010). The revenue from
SACU, which represents the bulk of current trans-
fers, accounted for as much as 54 per cent of gov-
ernment revenues in the 2008/09 fiscal year (KoL
2010a). In recent years, the sharp decline in remit-

tance inflows and SACU receipts have resulted in
large budget deficits.

3.1.2.1  Merchandise trade

Lesotho’s export concentration has traditionally been
in manufactured goods (Tables 3 and 4), reflecting
a small natural endowment in primary commodities,
apart from diamonds. Four product groups have his-
torically dominated Lesotho’s merchandise exports:
articles of apparel, textile and footwear; diamonds;
some processed food items and beverages; and TV
sets and electrical components. Between 2000 and
2010, these products accounted for some 98 per
cent of all of Lesotho's exports. Over the same pe-
riod, the two largest and fastest-growing export prod-
ucts were articles of apparel and diamonds. In 2009,
the clothing and diamond sectors generated some
93 per cent of total export earnings.

Through the 1995-2010 period, structural change
in Lesotho’s trade patterns was manifested through
a shift in the composition of exports towards textiles
and apparel (Table 3 above), and change in the
technological embodiment of manufactures (Figure
3 below) (UNCTAD 2011).
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Table 3: Lesotho trade structure by product group (percentage)

; Ores, metals, Manufactured
o avrsge) | A0 M | e s
gold (Textiles and apparel)
1995-1997 13.2 4.2 0.0 0.1 82.5(49.1)
2000-2003 8.8 2.7 0.0 0.0 88.3 (69.4)
2005-2007 1.6 0.2 0.0 11.0 87.1(85.4)
2008-2010 2.2 0.3 0.0 10.8 86.8 (84.7)

Source: UNCTADstat online database. Note: Breakdown by product group: All food items (SITC 0 + 1 + 22 + 4); Agricultural
raw materials (SITC 2 less 22, 27 and 28); Fuels (SITC 3); Manufactured goods (SITC 5 to 8 less 667 and 68); Textiles and
apparel (Textile fibres, yarn, fabrics and clothing — SITC 26 + 65 + 84); Ores, metals, precious stones and non-monetary

gold (SITC 27 + 28 + 68 + 667 + 971).

Figure 3: Manufactured goods by degree of
manufacturing, thousands of dollars,
annual, 1995
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Source: UNCTADstat online database.

Note: Labour-intensive and resource-based manufactures
are plotted on the secondary axis.

Overall, trade expansion over the last forty years
has brought about an increase in labour-intensive
exports, most notably textile and clothing — a trend
accompanied by a significant increase in female
wage employment in the formal sector. As detailed
in the following section, these developments ap-
pear to have largely resulted from the introduction
of AGOA, which stimulated a fast expansion of the
industrial supply capacity in apparel, an expansion
of exports, and a diversification in favour of this
manufacturing sector.

Table 4 breaks down major exports (top 10 export
categories) by destination country (three largest
export destinations), based on UNCTAD data. In
2009, apparel articles and accessories accounted
for the bulk (82 per cent) of Lesotho’s exports. The

vast majority of Lesotho’s clothing exports — more
than 94 per cent in 2009 — go to the United States.
As discussed in the following section, these exports
are largely contingent on the current derogation un-
der AGOA on the rules of origin and the associated
AGOA tariff preferences to Lesotho.

Diamonds, Lesotho’s fastest-growing export com-
modity (accounting for some 11 per cent of ex-
ports in 2009), are essentially sent to Belgium for
cutting.

Of the other eight lines, beverages, footwear, milling
products, TV components and oils are destined al-
most exclusively for the South African market. Some
of these exports are re-exports from South Africa
(intra-industry trade), with some elements of value-
addition undertaken in Lesotho. There has been, in
recent years, some export diversification to Botswa-
na (medicinal and pharmaceutical products).

When analysing these trade flows, a word of caution
is necessary, as the quality of intra-regional trade
data is problematic (intra-SACU trade in particular
tends to be heavily under-recorded in comtrade-
based datasets).

The direction of Lesotho’s export trade remains
highly concentrated. In 2009, the United States
continued to be the largest recipient of Lesotho’s
exports, accounting for some 80 per cent of Le-
sotho’s total merchandise exports. Throughout the
2001-2009 period, virtually all exports to the US
fell into the “textiles and apparel” category under
AGOA. Within NAFTA, Canada is also a significant
trade partner. Although trade with Canada is rela-
tively thin (1.8 per cent of Lesotho’s exports in 2009),
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Table 4: Top 10 export products with top destination countries
T rr— el T

[84] Articles of apparel & clothing accessories 82.0 United States 94.89
South Africa 2.07
Canada 1.81
2 [66] Non-metallic mineral manufactures, n.e.s. 10.9 Belgium 97.54
South Africa 2.46
3 [65] Textile yarn and related products 2.5 United States 83.17
Canada 11.70
South Africa 2.81
4 [11] Beverages 1.2 South Africa 100.00
5 [85] Footwear 0.9 South Africa 94.21
United Kingdom 2.51
Canada 1.99
United States 1.25
6 [04] Cereals and cereal preparations 0.7 South Africa 93.32
United Kingdom 6.68
7 [76] Telecommunication and sound recording apparatus 0.7 South Africa 100.00
[26] Textiles fibres and their wastes 0.2 South Africa 99.97
9 [54] Medicinal and pharmaceutical products 0.2 Botswana 91.15
South Africa 8.84
10 [41] Animal oils and fats 0.1 South Africa 99.98

Source: UNCTADstat online database. Note: SITC Rev. 3, 2 digits (in value terms)

Canada has been one of Lesotho’s fastest-growing
export partners, particularly for milled products and
handicrafts, which are also exported to selected
EU countries.

The EU was the second-largest export market,
absorbing around 11.6 per cent of Lesotho’s total
merchandise exports in 2009. Some 98 per cent of
these exports were destined for Belgium, Lesotho’s
fastest-growing export partner in recent years. The
recent, rapid increase in the EU (Belgium) share
reflects the reopening in 2004 of the largest dia-
mond mine in Lesotho. As mentioned, the diamonds
(mostly large high-quality gemstones) are sent to
Belgium for cutting.

In 2009, SADC countries were estimated to account
for only 6.5 per cent of Lesotho’s export trade, com-
pared with as much as 53.2 per cent in 2001. This
sharp decline reflects the increases in the US and
EU shares. Throughout 2001-2009, South Africa ab-
sorbed for virtually all Lesotho’s intra-SADC exports,
reflecting the relatively weak relationship between Le-
sotho and the rest of SADC and the country’s strong

trade partnership with South Africa.’® This is mainly
because of the geographical position of Lesotho, an
enclave within South Africa. Outside South Africa,
although they are still at a comparatively low level,
exports to Botswana appear to be gaining traction.

On the import side, two aspects are noteworthy. The
first is the share of fabric inputs. Textile yarns and
related products currently account for a significant
share of Lesotho’s imports (in value some 28.5 per
cent of total imports in 2009). Lesotho apparel
manufacturers largely source their fabric inputs from
non-AGOA eligible countries, notably Taiwan Province
of China. This also reflects the structure of Lesotho’s
clothing firms, most of which are controlled by Asian
interests. Lesotho’s export-oriented apparel firms, al-
most entirely foreign-owned, essentially provide as-
sembly, packaging, and shipping services; and large-
ly follow their Asian headquarters’ input requirements.
This industry configuration raises some critical trade
policy challenges, as discussed in section 3.2.2.

A second noteworthy feature is the increasing reli-
ance on cereal imports to reduce the food gap be-




TRADE POLICY AND STRUCTURAL CHANGE IN LESOTHO 21

Table 5: Top 10 import products with top suppliers, 2009

T S

[65] Textile yarn and related

China (including Taiwan Province and Hong Kong SAR) 81.5

recording apparatus

products
India 7.4
Korea, Republic of 6.5
9 [76] Telecommunication and sound 8.7 Korea, Republic of 699

China (including Taiwan Province and Hong Kong SAR) 28.6

Indonesia 0.8
3 {i(g)?]]SCereals and cereal prepara- 76 Uiicdicates 387
Zimbabwe 35.7
India 13.9
4 [26] Textiles fibres and their wastes 74 Zimbabwe 91.1
United Kingdom 52
Zambia 1.4
United States 0.6
5 [69] Manufactures of metal, n.e.s. 59 Korea, Republic of 68.8
China (including Taiwan Province and Hong Kong SAR) 28.2
Indonesia 1.8
6 e[ﬁﬁ(]ﬂlg/lsi,sgil.asr\eous manufactured 5.4 China (including Taiwan Province and Hong Kong SAR) 61.0
Zimbabwe 20.5
Korea, Republic of 9.4
7 [67] Iron and steel 3.3 Korea, Republic of 79.8
United States 10.3
China (including Taiwan Province and Hong Kong SAR) 8.9
8 [72] Specialized machinery 3.1 Germany 27.9
China (including Taiwan Province and Hong Kong SAR) 36.7
United States 14.6
g | 8] Aticles of apparel & clothing 13 | China (including Taiwan Province and Hong Kong SAR) | 67.9
Korea, Republic of 12.5
Zimbabwe 6.9
Pakistan 4.2
10 ;[JYa‘:t]sOther industrial machinery and 11 Germany 307

China (including Taiwan Province and Hong Kong SAR) 29.4

Belgium 17.2

Source: UNCTADstat online database. Note: SITC Rev. 3; 2

tween national cereal production and demand. Ac-
cording to UNCTAD data, imports of cereals almost
tripled between 2005 and 2009. Growing food im-
port dependence makes the country highly vulner-
able to increases in international grain prices.

digits (in value terms).
3.1.2.2 Trade in services

The service share of total exports is relatively low
(around 7.5 per cent in 2008) (World Bank, World
Trade Indicators 2009/10). Nonetheless, services,
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notably tourism, constitute a key driver of Lesotho’s
overall policy of economic diversification (WTO
2009).

Two items dominate exports of services, i.e., water
distribution services and travel. These two sub-
sectors account for some 50-55 per cent and 40—
45 per cent, respectively, of the total (KoL 2010a).
Water revenues consist of royalties received by the
Lesotho government as part of the Lesotho High-
lands Water Project (LHWP)." Lesotho’s royalties
from the sale of water and electricity to South Af-
rica earned the country $19 million in 2008 and are
expected to increase significantly upon completion
of the second phase of the LHWP (African Devel-
opment Bank et all. 2011). The sector — water and
hydropower — has significant potential for diversify-
ing and widening Lesotho’s export revenue base.
Travel comprises expenditure by non-resident visi-
tors to the country — a proxy for tourism earnings.
Tourism in Lesotho is highly dependent on the South
African economy (92.4 per cent of total tourist arriv-
als in 2006) and has a high degree of seasonality
(WTO 2009).

Lesotho is a net importer of services. According
to national data, expenditure by Lesotho residents
abroad would make up between 77 and 90 per cent
of imports of services. Expenditure by Basotho mi-
grant workers in South Africa would account for the
major part of this. Other important items are busi-
ness services and government, with the latter com-
prising expenditure by Lesotho embassies abroad
(KoL 2010a).

3.2 TRADE POLICY AS A DRIVER
OF CHANGE

The structural changes outlined in the previous sec-
tion — most notably the fast expansion of supply and
trade capacity in the apparel sector — largely reflect
the outcome of trade policy. In some respects, Le-
sotho provides an example of the direct correlation
between trade policy on the one hand and struc-
tural change and productive transformation on the
other. This chapter highlights the major trade policy
developments underlying Lesotho’s trade-led struc-
tural transformation. Through a summary review of
the major trade agreements involved, section 3.2.1
provides a stocktaking and analytical background.
Section 3.2.2 spells out the major trade policy is-
sues that have affected the competitive position of
Lesotho, with a focus on the apparel sector.

3.2.1 Stocktaking analysis: Major trade

agreements

Lesotho’s trade relations are framed by a number of
agreements at the bilateral, regional and multilateral
levels.

3.2.1.1  Multilateral agreements

With effect from 8 January 1988, Lesotho became
a Contracting Party to the General Agreement on
Tariffs and Trade (GATT), and has been a mem-
ber of the World Trade Organization (WTO) since
1995.2 The country qualifies as an LDC and a
net-food-importing developing country (NFIDC).
Accordingly, in many substantive areas of regula-
tion, Lesotho enjoys special and differential treat-
ment (SDT) in terms of longer transitional periods
or permanent exemptions.

Since Lesotho exports mainly to developed coun-
tries under preferential schemes, a significant
challenge that confronts Lesotho arises from
most-favoured nation (MFN) trade liberalization
in manufactured products. Successive rounds of
tariff liberalization in developed countries under
WTO agreements in recent years have reduced
(“eroded”) the margin of preference that unilat-
eral preferences provided. This has increased
the interest of LDCs in avoiding further “erosion of
preferences”. If global tariffs were to drop further,
it would significantly undermine the preferential
tariffs that Lesotho enjoys in key export markets.
This may involve a diversion of imports from glob-
ally more efficient producers, most notably Asian
competitors.

The ongoing Doha Round of multilateral trade
negotiations includes negotiations to further lib-
eralize trade on industrial goods. However, diver-
gences about the depth and scope of industrial
tariff cuts have effectively blocked further pro-
gress and jeopardized the successful conclusion
of the Round.

3.3.1.2  Regional frameworks

Lesotho is a member of the Southern Africa Cus-
toms Union (SACU), the Southern African Develop-
ment Community (SADC), and the African Union
(AU). Within SACU, Lesotho, Namibia, South Af-
rica, and Swaziland form the Common Monetary
Area (CMA). Under CMA, the Lesotho loti is pegged
with the South African rand, which circulates freely
in Lesotho.
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3.3.1.2.1 The Southern Africa Customs Union
(SACU)

Together with Botswana, Namibia, South Africa and
Swaziland, Lesotho forms the Southern African Cus-
toms Union (SACU). Historically, SACU was admin-
istered by South Africa, through the 1910 and 1969
Agreements. A new agreement was signed in 2002
and entered into force in July 2004. It provides for
further harmonization in a number of trade policy
areas, including customs procedures, sanitary and
phytosanitary measures and technical regulations,
and competition. The trade policy areas harmo-
nized so far under SACU are the applied MFN com-
mon external tariff (CET), customs valuation, excise
duties, duty rebates, refunds and drawbacks, non-
preferential rules of origin, and contingency trade
remedies (WTO 2009). In line with the SACU’s CET,
Lesotho’s average MFN applied rate is 7.7 per cent.
The pattern of protection is in favour of agricultural
products, with an average applied rate of 9.0 per
cent, against an average rate of 7.5 per cent for
non-agricultural products. SACU’s applied import
tariffs are comparatively lower than those of similar
regimes in sub-Saharan Africa (World Bank, 2010).
However, SACU retains considerable trade policy
space, as measured by the gap between bound
and applied MFN tariffs (the overhang).

Table 6: Lesotho’s tariff profile, 2009

. Non-
ArE Agricultural ;
Description Total (%) agricultural
products products

Simple average
final bound 784 199.1 60
Simple average
MFN applied 7.7 9.0 7.5

Source: WTO, ITC and UNCTAD (2010). Note: Slight
discrepancies with data from other sources are due to
differences in product coverage under the various groups.

The 2002 SACU Agreement established a new rev-
enue-sharing formula whereby the pooled customs
revenue is distributed according to intra-SACU im-
ports. SACU revenue payments account for a sub-
stantial share of Lesotho’s government revenue.?'
Lesotho has derived between 45 and 60 per cent
of government spending from SACU over the last
ten years. This share peaked in 2006/07 before fall-
ing to 54 per cent in 2008/09 (KoL 2010a). Since
then, there has been a sharp drop in SACU reve-
nues. The decline was particularly pronounced in
2010/11-2011/12, as a result of repayments to the

Common Revenue Pool, owing to overpayments for
2008/09 and 2009/10 (IMF 2011). The SACU rev-
enues accounted for some 37 per cent of total gov-
ernment revenue for 2010/11 (KoL 2011a). This de-
cline in SACU-based revenues has had an effect of
a slowdown in government spending, which is likely
to adversely impact government spending in social
services essential for women. However, Lesotho is
making efforts to improve its infrastructure deficit.??

Figure 4: Revenue shares 2008/09

Other
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SACU

Taxes 54%

32%
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2%

Source: Lesotho Statistical Yearbook 2010

To harmonize trade policy, SACU members collec-
tively negotiate trade agreements with third parties.
SACU has concluded bilateral preferential trade
agreements with the European Free Trade Associa-
tion (EFTA) and the Common Market of the South
(MERCOSUR). Within the framework of the Southern
African Development Community (SADC), SACU
members are negotiating an Economic Partnership
Agreement (EPA) with the EU.

The free trade agreement (FTA) between SACU and
EFTA entered into force in May 2008. The dismantling
of tariffs was asymmetrical, as SACU exports were
allowed duty-free entry into EFTA countries upon the
entry into force of the agreement, while SACU States
had until 2014 to gradually liberalize tariffs. The FTA
covers most manufactured products — including fish
and processed agricultural products — while trade in
primary agricultural commodities remains governed
by arrangements concluded bilaterally between
the individual EFTA State and SACU. It provides for
fairly liberal rules of origin, allowing for the use of
up to 60 per cent of non-originating input in the pro-
duction of certain products. The value of total mer-
chandise trade between EFTA and SACU reached
$2.6 billion in 2010, after growing at an average of
13 per cent over the past decade.
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The SACU-MERCOSUR Preferential Trade Agree-
ment (PTA) entered into force in April 2009. Annex-
es 1 and 2 set out MERCOSUR and SACU respec-
tive tariff concessions covering 1,000 products
either way, with preference margins spread over
100-10 per cent. MERCOSUR represents an im-
portant market with substantial trading opportuni-
ties for SACU countries. The SACU-MERCOSUR
PTA is seen as an important contribution towards
greater South-South cooperation among develop-
ing countries aimed at diversifying market oppor-
tunities and creating greater synergies between
the economies of the countries of the South (SACU
2009).

The SACU Member States have initiated a number
of programmes to assist women entrepreneurs.
These range from the implementation of policies
and legislation in support of women to the crea-
tion of women’s business forums for the promotion
and advancement of women entrepreneurs. The
2002 SACU Agreement gives women entrepreneurs
within the SACU region a valuable platform to in-
tegrate into the regional economy and accumulate
expertise in cross-border trade before confronting
the challenges of the world market. Continuing ef-
forts are being made to enhance intraregional trade
by reducing the transaction costs related to cross-
ing borders. To this effect, a customs reform pro-
gramme has been developed, including customs
policy, legislative reform, and simple merchandise
traffic by establishing a One Stop Border Post and a
single administrative document.

3.2.1.2.2 Southern African Development
Community (SADC)

All SACU Member States, including Lesotho, are
also members of the 15-country Southern African
Development Community (SADC). Established in
1992, SADC aims at promoting regional economic
integration in specific areas such as trade, finance,
investment, transport, industry and education. The
SADC Free Trade Area (FTA) was the first key mile-
stone towards this goal. The FTA was implemented
in a phased manner between 2000 and 2008. By
August 2008,% an estimated 85 per cent of intrare-
gional trade had been fully liberalized. The SADC
Free Trade Area Protocol, committing Lesotho to re-
move import restrictions over a period of 8 years,
will result in a 17 per cent reduction in customs rev-
enues (KoL 2011). The recent EU-South Africa Free
Trade Area will further erode customs revenues.

SADC is moving forward towards deeper regional
integration. Scheduled targets included a Customs
Union by 2010, a Common Market by 2015, a Mon-
etary Union by 2016, and a single currency by 2018.

The SADC-EC Economic Partnership Agreement
(EFA)

Trade relations between the African, Caribbean and
Pacific (ACP) countries and the European Union
(EU) had been regulated since 1976 through the four
Lomé Conventions. In the area of trade, these agree-
ments were non-reciprocal in the sense that trade
concessions granted by the EU to the ACP coun-
tries were not matched by the ACP countries. This
arrangement was found not to be compliant with the
requirements of the WTO. WTO disciplines requires
either that non-reciprocal preferential conces-
sions granted by developed countries to develop-
ing countries are applied to all developing country
members of the WTO on a non-discriminatory basis
(as is the case with the Generalized System of Pref-
erences), or that they are granted within the frame-
work of a regional trade arrangement (RTA) as de-
fined by WTO — which includes reciprocity between
all the members of the RTA and substantive trade
coverage. Accordingly, the Cotonou Agreement,
signed in mid-2000, makes provision for the ACP
and EU to establish WTO-compatible EC Economic
Partnership Agreements (EPAs). EPAs are recipro-
cal trade arrangements: concessions granted by
the EU to the ACP countries are to be matched by
the ACP countries.

Seven SADC member countries (i.e. the SACU coun-
tries plus Angola and Mozambique) are negotiat-
ing an EPA with the EU within the SADC EPA Group
framework.?* Lesotho was one of the four SACU
members (all SACU countries but South Africa) that
signed an interim EPA with the EU in June 2009. The
interim EPA includes duty-free, quota-free access
for SADC imports to the EU; duty-free, quota-free
access for 86 per cent of EU exports to Botswana,
Lesotho, Namibia and Swaziland (excluding sen-
sitive sectors for local producers, e.g. agricultural
goods and textiles), with liberalization to take place
over four years or by 2015 at the latest®; and the
possibility for all participating countries to reintro-
duce duties/quotas to help safeguard local econo-
mies (Interim Agreement 2009). Negotiations for a
comprehensive EPA are under way. It should be
emphasized that Lesotho already has unrestricted
(duty-free and quota-free) access to the EU under
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the Everything But Arms initiative. Rules of origin
formed a critical component of the new EPA pref-
erential trade agreement, as the interim EPA offered
far more liberal product-specific rules of origin for
apparel products than the former GSP/EBA ones.
In particular, the EPA textile & clothing rules of ori-
gin allow duty-free export of locally assembled ap-
parel products regardless of the country of origin
of fabric or yarn. However, as discussed in section
3.2.1.3, the new EC GSP/EBA rules of origin also
allow Lesotho’s garment manufacturers to satisfy
their yarn/fabric requirements from anywhere in the
world, based on commercial realities such as logis-
tics costs, quality parameters, and availability.

As discussed, EPA is a reciprocal arrangement, that
is, tariffs are liberalized on a bilateral basis between
the EU and the regional grouping. Hence, one of
the challenges posed by the EPA is the need to
consider the revenue impact of import tariff liber-
alization. This is an issue that threatens to dispro-
portionately affect women, as government social
spending forms a large part of the budgetary outlay
in Lesotho. The reduced revenue base may particu-
larly hinder the implementation of policies aimed at
countering the spread of HIV and AIDS, which has
a disproportionate impact on women due to social
and cultural factors.

3.2.1.2.3 The African Union (AU)

Lesotho and the other SACU countries are also
members of the African Union (AU). In the long run,
the AU strives to become an economic and po-
litical union, patterned after the EU model. One of
the main initiatives under the AU is the New Part-
nership for African Development (NEPAD).?® Trade
between Lesotho and other AU States (apart from
SACU countries) is insignificant.

3.2.1.3  Unilateral, non-reciprocal preference

schemes

Lesotho is eligible for non-reciprocal preferential
treatment under the US African Growth and Op-
portunity Act (AGOA), the EU Everything But Arms
(EBA) initiative, and the Generalized System of
Preferences (GSP). Within the framework of these
preferential schemes, Lesotho’s exports enjoy very
favourable market access conditions in key export
markets. Virtually all of Lesotho’s exports to the US
and the EU are duty-free. This essentially reflects
the duty-free, quota-free access to the EU under the

EBA initiative, and the preferential access granted
by the United States under AGOA for Lesotho’s
clothing exports.

3.2.1.3.1 The US African Growth and
Opportunity Act (AGOA)

AGOA was signed into law on 18 May 2000.%" Initial-
ly envisaged to last eight years, the scheme was lat-
er extended until September 2015. AGOA provides
beneficiary sub-Saharan African (SSA) countries
(37 AGOA-eligible countries to date) with duty-free
access to the US market for approximately 7,000
product tariff lines.

The AGOA product scope also covers apparel and
textiles (not included under the GSP programme),
subject to specific administrative requirements and
stringent rules of origin. AGOA-eligible countries
wishing to export apparel duty-free into the US un-
der AGOA must first be certified as having complied
with the “Wearing Apparel” provisions. This entails
the establishment of an effective visa system and
related procedures to prevent unlawful tranship-
ment and the use of counterfeit documents in con-
nection with textile and apparel articles. Second,
AGOA-eligible countries that have met the “Wear-
ing Apparel” requirements must meet stringent rules
of origin. Specifically, apparel eligible for preferen-
tial treatment under AGOA must be made from US
fabric, yarn, and thread, or from fabrics and yarns
produced in AGOA-beneficiary countries in sub-
Saharan Africa. The first category of apparel enjoys
duty-free, quota-free access to the US. The second
enjoys duty-free access subject to (fairly generous)
market-share caps.

More “flexible” rules of origin, however, exist for
AGOA-eligible countries which have met the “Wear-
ing Apparel” requirements, and which are deemed
to be “Lesser Developed Beneficiary countries”
(LDBCs). A special clause (hereinafter, third coun-
try fabric clause) allows these LDBC countries to
export apparel articles that were wholly assembled
in the country duty-free to the US, regardless of
the country of origin of the fabric or the yarn. The
special provision was initially set to expire in 2004,
but has been extended twice, to 2007 and 2012,
respectively.?®

Lesotho was listed as AGOA-eligible on 2 October
2000. In textile and clothing, AGOA became oper-
ational for Lesotho with effect from 23 April 2001,
when Lesotho complied with the “Wearing Apparel”
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provisions. Lesotho’s status as a LDBC provides
the country with the possibility to use third country
fabric and yarn in apparel and still qualify for duty-
free export to the US market.

As discussed in greater detail in the following sec-
tions, Lesotho has derived key benefits from AGOA
in the apparel sector, both in terms of exports and
of new employment opportunities. The third coun-
try fabric clause is also critically important for the
viability of Lesotho’s clothing exports, as Lesotho
apparel manufacturers largely source their fabric in-
puts from non-AGOA eligible countries, notably Tai-
wan Province of China. This is also reflected by the
structure of Lesotho’s clothing firms, most of which
are controlled by Asian interests.?®

3.2.1.3.2 The Everything But Arms (EBA)
initiative

EBA is an EU non-reciprocal preferential scheme
granting duty-free access to imports of all products
from LDCs except arms and ammunitions, without
any quantitative restrictions. Lesotho has enjoyed
duty-free, quota-free access to the EU under EBA
since 2001. However, the commercial significance
of the scheme has been limited so far, as virtually
all Lesotho’s exports to the EU consist of diamonds,
which already enter the EU market duty-free on a
MFN basis. Turning to apparel products, EBA prod-
uct-specific rules of origin (PSRO) for apparel had
significantly inhibited Lesotho’s clothing exports
under this preferential scheme. EBA PSRO required
at least two transformation processes in the pref-
erence-receiving countries to qualify for duty-free
entry: yarn should be woven into fabric (fabric pro-
duction) and then made up into clothing (apparel
assembly) (UNCTAD 2008).%° As discussed, Le-
sotho has difficulty complying with these stringent
rules of origin, as fabric production is a relatively
capital- and technology-intensive activity in which
the country has limited domestic capacity. There
have, however, been some major developments in
this area. On 1 January 2011, regulations revising
rules of origin for products imported under the GSP
— which includes the EBA arrangement — came into
force.®' The new EC GSP rules of origin are more
liberal than the previous ones, and introduce more
lenient criteria for a number of sectors, especially
for LDCs. In the clothing sector, for LDCs the double
transformation requirement has been replaced by
a single processing requirement (local assembly).
This means that LDCs are now allowed to use im-

ported fabric to assemble finished apparel products
exported under EBA (Inama 2011).The new EC rules
of origin for apparel may play a key role in boosting
the apparel sector in LDC countries like Lesotho.
It should be noted that duty-free access to the EU
translates into significantly high preference mar-
gins, in the range of 6.5-12 per cent (Inama 2011).
However, major entry barriers would still stem from
the structural characteristics of supply chains and
markets, as discussed in the concluding section of
this report.

3.2.1.3.3 The Generalized System of Preferences
(GSP)

Lesotho is eligible for non-reciprocal, preferential
treatment under the Generalized System of Prefer-
ences (GSP).®2 Different countries/regional blocs
(including the US, the EU, Japan, and Canada)
have established their own GSP schemes, which
differ in product coverage, level of applicable tar-
iff preference, and rules of origin requirements. The
schemes of individual countries are also revised on
a regular basis.

The US and EU GSP schemes play a residual role,
as the US and the EU offer more generous market
access to LDCs under specific schemes (the US’s
AGOA and the EU’s EBA, for example).

Canada’s GSP programme offers benefits under a
General Preferential Tariff (GPT), and an LDC Pref-
erential Tariff (LDCPT).® Lesotho qualifies under the
latter scheme which, since 2003, covers all textiles
and apparel products that meet the rules of origin.
These rules stipulate that “Yarns or Sewing Threads”
originate in a LDC if they are spun or extruded in a
LDC. Fabrics are found to “originate in an LDC if
they are produced in an LDC from yarns originat-
ing in an LDC, a GPT country or Canada”. Clothing
will qualify as originating in Lesotho and be eligible
for duty-free LDCT, provided that it is assembled in
Lesotho and the fabric used is manufactured in an
LDC, a GPT country, or Canada; from yarns originat-
ing in an LDC, a GPT country, or Canada. When us-
ing fabric manufactured in a GPT country, the value
of any materials — including packing material which
does not originate in Lesotho — must not exceed
75 per cent of the ex-factory price of the goods as
packed for shipment to Canada (Canada Customs
and Revenue Agency 2003).

Lesotho is also a beneficiary of Japan’'s GSP. Rules
of origin under this scheme tend to be quite strin-
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gent, limiting their contribution to diversifying mar-
ket opportunities for Lesotho.3

3.2.2 Maijor trade policy issues

The rise and decline of Lesotho’s apparel industry
is closely related to trade policy developments,
as depicted by Figure 5. The origins of Lesotho’s
apparel export industry date back to the early
1980s, when South African-based apparel com-
panies moved to Lesotho to circumvent US and
European sanctions imposed on South African
manufactured goods. Lesotho’s garment sec-
tor then expanded under the MFA, when Asian
investors moved to Lesotho to bypass the MFA
quota restrictions constraining textile and apparel
exports from Asian countries. The MFA had pro-
vided for the application of selective quantitative
restrictions when surges in imports of particular
products caused, or threatened to cause, serious
damage to the industry of the importing country.
The main targets of protectionist measures un-
der the quota system were low-cost Asian sup-
pliers, including Pakistan and India. AGOA again
spurred an inflow of FDI from Asia — mainly main-
land China and Taiwan Province of China — to take
advantage of quota-free market access to the US.
Lesotho’s apparel exports to the US increased
steadily from 2001 to 2004 (they almost tripled),
peaking in 2004. The clothing industry grew to
become Lesotho’s single largest employer, with
some 48,000 jobs in 2004, compared with only
about 10,000 in 1999 (Table 8).

Since the mid-2000s, exports have experienced
setbacks, however. Again, this largely reflected
the outcome of trade policy. The first contraction
occurred in 2004/2005, with the complete phase-
out of the MFA and enhanced competition from
Asian sources, while the second contraction came
when AGOA was about to expire for the first time
(2007). Export contractions have also been related
to other factors, including the strengthening of the
local currency (pegged to the South African rand)
relative to the US dollar (2003/2004) and the reces-
sion in the US because of the global financial crisis
(2008/2009). The industry is now in a “wait-and-see”
mode because of the unpredictability of the renewal
of AGOA and its special rules of origin. More gen-
erally, Lesotho faces the combined implications of
what we may refer to as trade preference “expira-
tion”, preference “erosion” and “preference dilu-
tion”. These dimensions are discussed below.

Figure 5: Lesotho’s apparel exports to the United
States, 1995-2010 (thousand $)
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Source: UNCTADstat online database. Note: SITC Rev. 3;
Articles of apparel & clothing accessories Code 84).

3.2.2.1 Preference “expiration”

Preference “expiration” refers to the scheduled
phase-out of AGOA and the third country fabric
clause.

AGOA provides duty-free, quota-free treatment
for eligible apparel articles made in qualifying
sub-Saharan African countries through Septem-
ber 2015. While supporters of AGOA are pressing
for its renewal, the possibility that the programme
might temporarily or permanently expire cannot be
excluded.

A productivity disadvantage vis-a-vis other (main-
ly Asian) exporters makes Lesotho’s clothing in-
dustry heavily reliant on trade preferences. Duty-
free access to the United States translates into
significantly high preference margins — ranging
from 19.25 to 7 per cent (Table 7).%° It is widely ac-
knowledged within the industry that, without these
preferential trade margins, Lesotho’s exports
would be unable to compete with Asian exports.
Asian producers have several competitive advan-
tages relative to Lesotho’s producers. The work-
force is more skilled and more productive; wages
are lower; and the infrastructure (especially the
ports and the roads leading to the ports) is much
more developed. Also, several shipping compa-
nies compete in the Asian ports and the fees are
more competitive than those charged by shipping
companies in South Africa, which operate in a
regime of quasi-monopoly. A key additional ad-
vantage for Asian clothing producers is that they
source all the raw materials, machinery, and tools
they need locally (LTEA).
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Table 7: Lesotho’s preference margins in clothing

exports (US market)

US bilateral |Simple average
imports from MFN applied
Product category Lesotho (2011) | (ad valorem
(thousand $) duties)
Articles of apparel and
clothing accessories, 177,316 19.21
knitted or crocheted
Articles of apparel and
clothing accessories, not 148,296 19.25
knitted or crocheted
Other made up textile
articles; sets; worn 07 7
clothing and worn textile
articles; rags

Source: UNCTAD, based on UN Comtrade data

(trade flows) and WTO Tariff Analysis Online (MFN rates).
Note: Selected classification: HS2007; Selected
commodities: 61 (Articles of apparel and clothing
accessories, knitted or crocheted), 62 (Articles of
apparel and clothing accessories, not knitted or
crocheted), 63 (Other made up textile articles; sets;
worn clothing and worn textile articles; rags)

Another major challenge facing Lesotho’s gar-
ment industry is the expiration of the exception
under the AGOA rules of origin (the third coun-
try fabric clause). This clause allows beneficiary
LDC countries (LDBCs) to export apparel articles
to the US under the AGOA preferences regardless
of the country of origin of the fabric or yarn. As dis-
cussed in the previous sections, this special rule,
originally scheduled to expire in 2004, has been
extended twice, to 2007 and 2012 (30 September
2012), respectively. Unless the waiver is extended,
Lesotho manufacturers will be required to source
their fabric inputs from the US or from AGOA-eli-
gible countries (including Lesotho) — a condition
that Lesotho may have difficulty meeting, given its
limited textile production capacity and the rigidities
involved in shifting procurement from Asian suppli-
ers. Furthermore, the availability of local or region-
al textile — which would become crucial after the
expiry of the third country fabric — is problematic.
In South Africa, most mills, particularly woven mills,
have closed down. In Mauritius, the few remaining
knitting mills are already part of vertically integrat-
ed clothing firms and largely use their fabric for
internal production; while the few mills left in Kenya
largely produce for local and regional markets and
not for the export sector.

Some distinctions should, however, be drawn be-
tween the denim and the knitted garment segments
of the industry. According to industry sources, the

Maseru-based Formosa textile mill — the only tex-
tile manufacturing company in Lesotho — would
produce sufficient denim fabrics to satisfy the input
requirements of Lesotho’s denim garment industry.
However, the facility would be unable to cover the
sourcing requirements of the knitted garment seg-
ment of the industry, although it has some capacity
to produce yarns suitable for use in this segment
of the industry. The knitted garment segment cur-
rently imports all the raw material fabric inputs from
Asia (mainly China, but also India and Indonesia).
In Lesotho, LNDC has tried for some time to attract
investments in a knit fabric mill, but without suc-
cess up to now — the question is also to what extent
such an investment should be incentivized/subsi-
dized. The economic viability of this segment of the
industry is thus closely associated with the exten-
sion of the waiver for “Wearing Apparel” that was
granted under AGOA to Lesser Developed Benefi-
ciary countries (LDBC), including Lesotho.

According to some sources, if the third country fab-
ric clause were not renewed, many investors would
move out of Lesotho. According to other key inform-
ants, the post-AGOA scenario is more nuanced:
some firms might adjust and source their inputs lo-
cally (if domestic capacity in yarn and fabric produc-
tion is enhanced) or regionally (from South Africa).
To produce its denim fabric and yarns, the only tex-
tile factory in Lesotho — the Maseru-based Formosa
denim mill - uses 100 per cent African grown cotton
(LTEA). This has important implications in terms of
rules of origin, as, in principle, denim and knitted
garments made out of cotton imported from within
Africa would comply with stringent rules of origin re-
quirements (double or even triple transformation re-
quirements) under preferential trade schemes (only
if imported from sub-Saharan Africa, so imports
from Egypt, for example, would not qualify).

Lesotho’s export dependence on the US market
makes the country particularly vulnerable to loss of
preferential access arising from the AGOA sched-
uled phase-out. At the time of writing, the United
States Government is discussing the proposed ex-
tension of the AGOA and the third country fabric
clause in Congress.® In the US, budget rules re-
quire that any renewal of trade preference programs
be paid for (i.e., the loss of tariff revenue be com-
pensated) through budget cuts and/or increases
in other revenues. This is one reason why renew-
als of US preferential schemes are sometimes for
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short periods, take a long time to approve, and are
sometimes granted only after the expiration of the
programme, and thus need to be applied retroac-
tively.3” Any extension would therefore be temporary
in nature, which would only delay the problem. The
industry is now in a “wait-and-see” mode because
of the unpredictability of the renewal of AGOA and
its special rules of origin.

3.2.2.2 Preference “erosion”
The risk of preference “erosion” arises from MFN
trade liberalization. Multilateral trade liberaliza-

tion negotiations result in market access gains for
all countries, which erode the preference margins
enjoyed by countries that receive non-reciprocal
preferences. In textiles and apparel, MFN tariffs
are still considerable. The main unilateral prefer-
ence programmes, such as the GSP, either exclude
textile and apparel from their coverage or impose
rather strict rules of origin requirements. Lesotho
would then be particularly vulnerable to MFN trade
liberalization in the sector. It seems, however, that
the country is not likely to face the challenges of fur-
ther multilateral liberalization in the apparel sector
for the time being, as divergences about the depth
and scope of industrial tariff cuts have effectively
blocked further MFN liberalization.

In the past, the issue of preference “erosion” in ap-
parel came up importantly for Lesotho (and other
AGOA suppliers) in 2004/2005, with the complete
phase-out of MFA quotas under the terms of the
WTO Agreement on Textiles and Clothing (ATC). It
essentially concerned the removal of quotas, rath-
er than tariff liberalization. On 1 January 1995, the
MFA was replaced by the ATC, which set out a 10-
year transitional process for the ultimate removal of
the MFA quotas. The phase-out was “backloaded”,
so that about 50 per cent of the quotas would be
removed at the end of the phase-out period. The
expiration of the final MFA quotas in 2005 resulted
in a rapid acceleration of US imports from the for-
merly quota-contained Asian suppliers, such as
China and Vietnam, and a contraction of the rela-
tive share of those suppliers that had grown under
the MFA.

3.2.2.3 Preference “dilution”

Preference “dilution” occurs when preferential treat-
ment is extended to other countries. AGOA coun-
tries that already enjoy duty-free, quota-free treat-
ment see the extension of similar treatment to the

other LDCs as a threat to their own interests. As
regards apparel products, preferential access to
the US market under AGOA has already been di-
luted/is being diluted by the extension of duty-free,
quota-free access to apparel imports from countries
in Central America (under the US - Central Amer-
ica - Dominican Republic Free Trade Agreement
(CAFTA-DR)), and Vietnam (under the forthcoming
Trans-Pacific Partnership (TPP) agreement). The
CAFTA-DR - a free trade agreement involving Costa
Rica, the Dominican Republic, El Salvador, Guate-
mala, Honduras, Nicaragua and the United States
— grants immediate duty-free treatment to most
goods, including all textiles, apparel, and textile lug-
gage. Nicaragua, which was granted a very broad
Tariff Preference Level for certain non-originating
apparel articles of cotton and man-made fibres, is
emerging as a major apparel supplier to the US.
If the TPP is enacted, the United States, Australia,
Brunei, Chile, Malaysia, New Zealand, Peru, Singa-
pore and Vietnam would eliminate 11,000 tariff lines
under 26 chapters, including apparel products. Vi-
etnam has proposed country-of-origin rules for tex-
tiles and apparel which are more relaxed than those
in current US free trade agreements (FTAs). Flexible
textile and apparel rules in the TPP trade pact would
allow Vietnam to export textiles and apparel made
from cheap inputs produced in China to the US mar-
ket. Finally, a major perceived threat is the possible
extension of AGOA to the Asian LDCs that do not
currently enjoy preferential access to the US market,
including Cambodia and Bangladesh.

As discussed in the following section, these trade
policy issues have gender-specific implications in
Lesotho, due to gendered patterns of employment
in Lesotho’s textiles and apparel industries.

3.3 GENDER IMPLICATIONS

Both the Interim Poverty Reduction Strategy and the
Lesotho Vision 20/20 highlight two major gendered
shifts that have taken place over the last two dec-
ades: the retrenchment of Basotho migrant mine
workers (male) from the Republic of South Africa and
the employment of women in the apparel industry.
Attention is hereafter confined to the export-oriented
apparel industry, given that this report focuses on
trade-related gender issues. It should be stressed,
however, that, in Lesotho, “engendering” policy is
“not simply a question of improving women'’s status,
as there are a number of situations where males are
disadvantaged” (KoL 2004a)
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The trade policy developments discussed in the
previous sections have had strong redistributive ef-
fects across sectors and individuals. Overall, they
have created opportunities for women’s empower-
ment and well-being through job creation in export-
led sectors, but have also contributed to new pat-
terns of inequality and vulnerability. These issues
are discussed in some detail below.

3.3.1 Women’s empowerment through

formal employment

The trade-led expansion of Lesotho’s apparel in-
dustry has created a large number of new jobs in
Lesotho, most of which have been filled by women.
Most remarkably, under AGOA, Lesotho’s clothing
industry has grown to be Lesotho’s single largest
employer, accounting for some 48,000 jobs in 2004
compared with only about 10,000 in 1999 (Table 8).
In recent years, Lesotho’s textile and garment in-
dustry has employed between 35,000 and 43,000
workers, depending on fluctuations in sourcing or-
ders from US buyers (LECAWU). As of November
2011, the “exporters” collectively employed almost
33,000 workers. Adding the “locals” segment, the
total workforce in the textile and apparel sector
would currently amount to some 39,000 workers
(LTEA). Most of the new jobs were filled by women.

Women make up the bulk of the workforce in the
textile and clothing sector (around 98 per cent, ac-
cording to LECAWU). The LTEA reported more con-
servative figures: women are estimated to account
for between 70 and 75 per cent of the workforce,
even though in certain departments (cutting and
sawing) they seemingly represent between 90 and
95 per cent of the work force. These are mainly un-
skilled workers, an estimated 63 per cent of whom
come from rural areas (ALAFA).

The Lesotho case study thus confirms that trade pol-
icy (in this case, preferential access to US markets)
can play a catalytic role in job creation for women.
Most significantly, trade-led developments have cre-
ated a large number of new jobs for underprivileged,
relatively unskilled women who would otherwise
stand little chance of being formally employed. Table
8 shows the impressive growth in employment in the
textile and clothing sector. One year before AGOA
was signed (1999), there were 9,877 employees in
this sector. Employment then reached 47,998 in 2004
before the complete phase-out of the WTO MFA; in
five short years, employment in this sector grew by
286 per cent, with women benefiting the most.

The advantages of formal employment in the tex-
tile and apparel sector extend beyond the income

Table 8: Employment, by industry (manufacturing sector), 1997-2011 (number of jobs)

Year bFeuv(:edraa g;] :s Te():( Ittillt?l?nagnd Iigz:uliraf maﬁ{:fg ::Illﬁ rring Total
1997 1,719 8,534 2,765 982 14,000
1998 1,738 8,970 3,024 1,052 14,784
1999 1,647 9,877 2,783 1,019 15,325
2000 1,577 16,866 2,767 1,214 22,423
2001 1,392 26,537 2,743 1,277 31,948
2002 1,265 35,844 3,012 1,218 41,339
2003 1,200 43,104 1,419 1,553 47,277
2004 1,094 47,998 2,148 1,476 52,715
2005 900 37,608 486 1,668 40,661
2006 1,094 41,084 540 1,725 44,443
2007 1,061 42,822 2,057 1,723 47,663
2008 1,052 41,753 2,189 1,931 46,923
2009 1,028 35,132 2,835 2,048 41,042
2010 1,016 37,482 3,020 1,916 43,433
2011 (1Q) 1,145 37,130 2,481 1,873 42,629

Source: Lesotho Bureau of Statistics, Ministry of Finance and Development Planning.
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Box 1. The Apparel Lesotho Alliance to Fight AIDS

The Apparel Lesotho Alliance to Fight AIDS (ALAFA) — a public—private partnership involving the Government
of Lesotho, local industry (Lesotho-based manufacturers and trade unions), international brands and retailers,
and donors — was launched in May 2006. According to some ALAFA estimates, in 2009, 40 per cent of workers
in the textiles/apparel sector were HIV-positive. Through workplace clinics, ALAFA takes HIV/AIDS prevention
and treatment services (condoms distribution, integrated HIV and TB treatment, etc.) to the workplace.

Guided by an Advisory Council that includes three relevant government ministries (Health, Labour and Trade)
and the National AIDS Commission, ALAFA is not a parallel health system but rather an initiative that operates
in close cooperation with the Ministry of Health. The ALAFA workplace clinics get the drugs and the testing kits
from the Ministry of Health, which in turn receives them from The Global Fund to Fight AIDS, Tuberculosis and
Malaria. The drugs and treatment protocols are exactly the same in the clinics run by ALAFA and in the public
clinics run by the Ministry of Health. ALAFA is sponsored by the Ministry of Health through in-kind contributions,
and also supported by the European Union, the UK Department for International Development, USAID, and
by brand sourcing in Lesotho, such as Gap, Levi's and Wal-Mart (ALAFA). While factories do not contribute
financially to ALAFA, they support it by providing clinic space, by paying factory-based peer educators, and by
releasing workers from duty to attend the clinics without reduction in pay.

Of great importance is the fact that workers can go to the ALAFA clinics while they are on the factory premises.
This means that they do not miss a working day. Conversely, the public clinics reportedly have an average
waiting time of eight hours (data from 2010). Workers, particularly occasional/casual workers, may not be in the
position to take an (unpaid) day off. In the trade-off between wages and attention to health, the poor would likely
choose the wage. Another positive aspect of the programme is that if a worker is dismissed, he/she can still
access ALAFA clinics for the following six months. This period is considered long enough for the person either
to find other employment (if in the apparel sector, ALAFA clinics would most likely be available), or to enrol in
the public health system. In principle, this procedure allows for patients not to fall out of the care system. This
tends to occur, however, when dismissed workers go back to their villages of origin where treatment might not

be available, although support groups exist in some villages.
Source: UNCTAD secretariat, based on information from ALAFA and LTEA

earned. In particular, women working in the ap-
parel factories have access to innovative workplace
health programmes that provide free HIV care and
treatment. In a context where some 40 per cent of
workers in the textiles and apparel sector are HIV-
positive (ALAFA),*® this industry-wide initiative is
critically important.

3.3.2

Being able to work and earn income is a strong
force behind women’s empowerment and decision-
making, both within and outside the household.
However, there are qualifications to be made, and
some aspects that need to be critically assessed.
Some of the major areas of concern include the
quality (wages, working conditions and skill devel-
opment) of the employment created, the spillover
effects within the economy, and new patterns of vul-
nerability to external shocks.

3.3.2.1

... with some qualifications

New patterns of vulnerability to external
shocks

As mentioned, Lesotho’s apparel exports have
experienced significant volatility. The first con-
traction occurred in 2004/2005, with the complete

phase-out of MFA quotas under the terms of the
WTO ATC and enhanced competition from Asian
sources; the second contraction accompanied
the recession in the US because of the global
financial crisis. These contractions in exports
are reflected by labour data. Figure 6 depicts
employment in textile and clothing. A sharp de-
crease was observed between 2004 and the end
of 2005 (expiration of the WTO ATC), resulting in
the dismissal of some 10,000 textile and apparel
workers. The figure further portrays a significant
contraction in 2008-2009, following the economic
slowdown in the US and a decline in aggregate
demand for clothing by US consumers.

An interesting feature is the close correlation be-
tween export fluctuations and labour contractions,
as shown in Figure 6b. This relation is quite intuitive
given the close link between labour and export de-
mand. Performing an OLS regression to assess the
link between exports and employment gives a coef-
ficient is 0.0712. Moreover, the determination coef-
ficient is 0.8917, meaning that movement in apparel
exports accounts for 89.17 per cent of all variations
in apparel sector employment (from 1997-2010).
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Figure 6: Employment in textile, clothing, and apparel
exports, 1997-2010
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Source: Labour data: Lesotho, Ministry of Finance and
Development Planning, Bureau of Statistics; Trade data:
UNCTADstat online database. Note: Exports (Articles of
apparel and clothing accessories, SITC Rev. 3 code 84),
in thousands of dollars, are plotted on the secondary axis.

This close relation brings new patterns of vulner-
ability. In Lesotho’s clothing industry, flexible layoff
schemes cause workers to be dismissed during pe-
riods of tightening orders, and possibly reinstated
when needed (LECAWU). There is no legislation lim-
iting an employer’s ability to terminate the services
of an employee based on operational requirements
(contraction of orders). Nor are there significant
safety nets in place. Terminal benefits (two weeks’
pay) only accrue to workers who have completed
more than one year of continuous service with the
same employer. If the factory is in liquidation, prefer-
ential creditors may have priority over workers.

Looking forward, removal of AGOA preferences in
2015 and, on top of that, expiration of the third coun-
try fabric clause in 2012, pose a threat to the viabil-
ity of Lesotho’s clothing industry. These changes in
trade policy are likely to affect women dispropor-
tionately, given the high proportion of female em-
ployment in the apparel sector.

3.3.2.2 Quality of jobs created

Lesotho’s apparel sector has attracted predomi-
nantly low-skilled, comparatively low-paid labour.
This is a trade-related issue, to the extent that the
way the AGOA preferences were structured orient-
ed investment toward apparel items with little added
value and discouraged backward linkages within
the economy (Edwards and Lawrence 2010).

3.3.2.2.1 Wages

Workers in Lesotho’s textile and apparel industry
are mainly employed on a permanent, full-time ba-

Figure 6b: Exports and Employment in the Apparel
Sector
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sis, and temporary/casual workers are a minority.
The minimum wages and working conditions are
regulated by Lesotho’s labour laws and regulations,
as complemented by collective bargaining agree-
ments. Minimum statutory wages are currently set
for three categories of workers in the clothing, tex-
tile, and leather manufacturing sector: textile gen-
eral workers, textile machine operators, and trainee
textile machine operators. At the lowest wage scale,
a general worker in Lesotho’s textile and apparel
industry earns a minimum of 44 maloti per day,
208 maloti per week, or 833 maloti per month (equiv-
alent to about $5, $26, and $103) (Supplement No 1
to Gazette No. 69 of 14 October 2011).

Wages in the textile and apparel sectors are low in
real terms. They provide the minimum amount of in-
come required to satisfy basic food needs and ac-
commodation (the average monthly cash expendi-
ture on food and beverages for all households was
405 maloti in the 2002/2003 Household Budget Sur-
vey). In essence, they do not allow workers to set
aside any substantive savings. A noteworthy fea-
ture is that the textile and apparel statutory wages
are the lowest across all sectors. Since the textile
and apparel industry absorbs a significant share of
female employment (about one out of five working
women), the low wages in the sector significantly
contribute to the persistent wage gap between men
and women. Some qualifications, however, are in
order. First, these are minimum statutory wages:
currently applied rates for workers who have de-
veloped some skills and have been employed for a
certain number of years often exceed the minimum.
Also, it should be stressed that these rates are high
relative to other African countries (e.g., Kenya), and
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even more so compared to Asian countries, with
significant implications in terms of competitiveness.

3.3.2.2.2 Working conditions

Working conditions were defined by some inform-
ants as “harsh”, because of a coincidence of three
factors: (i) hard assembly work; (i) cultural differ-
ences and “harsh” managerial style; and (iii) low
wages. However, it was generally recognized
that core labour standards were respected (no in-
stances of child labour, forced labour, or generally
“sweatshop” conditions). As regards the relation-
ship between the workforce and the management/
supervisors (mainly from Asia), it was noted that, in
the past, the situation had been tense. Hostile rela-
tionships between the Asian managers/supervisors
and the Basotho workers had led to instances of
physical mistreatment on the part of supervisors. It
was recognized that the situation had significantly
improved in recent years, notwithstanding occa-
sional reported instances of abusive language by
supervisors. Pressure from buyers and conditions
attached to procurement from big buyers (Levi’s,
Gap, Wal-Mart) were identified as the driving forces
behind change.

3.3.2.2.3 Job segregation and skills
development

While women are present in all segments of the in-
dustry (including human resources, sewing super-
vision, and administration), they are predominant
in the unskilled/labour-intensive nodes of the chain
(sewing and cutting, and packaging) of the chain,
which attract the lowest wages. It should be em-
phasized that these patterns of occupational seg-
regation by sex could not be solely justified in terms
of different physical endowments, but essentially
reflected gender stereotypes about the relative ca-
pacities and appropriate work for men and women.
There is also an ethnic divide: better paid positions
(management, administration, human resources,
and health personnel) are held by expatriate per-
sonnel, mostly Asians.

Job segregation in the unskilled-labour intensive
nodes, and the segregated nature of tasks within
each node, has significantly limited skills develop-
ment. Each worker is trained to perform a very spe-
cific task and repeat it over and over again through-
out the years. The transfer of skills only occurs up to
a certain level. Very few workers are able to manu-
facture an entire garment. This is widely perceived

as an obstacle for self-employment, entrepreneur-
ship, or for finding better jobs.

3.3.2.3 Limited spillover effects

In Lesotho, the export-oriented textile and apparel
sector has established very limited linkages with the
rest of the economy. Some linkages have indeed
been developed with local transporters, packag-
ing firms, forwarding agents, and small retailers; for
example, food stalls that cater for factory workers,
or other street vendors. However, no significant in-
dustrial linkages involving local small and medium-
sized enterprises (SMEs) and fostering local skills
have been developed, mainly due to the fact that
the “exporters” are fully integrated into the interna-
tional value chain. Linkages and spillover effects
have also been discouraged by the trade policy
framework. In particular, it is not allowed to use
the cut-offs from the export-oriented sector for the
domestic market, since fabric inputs are imported
duty-free on the condition that they are assembled
into products for export only.

There are also limited effects on government rev-
enue, as export-oriented (outside SACU) manufac-
turers benefit from a number of tax incentives that
limit their contribution to the national budget. These
include (i) duty-free import of raw material (yarn,
fabric and trims inputs), on the condition that the
manufactured product is exported outside SACU (as
mentioned, thus inhibiting the use of the cut-offs for
the domestic market); (ii) O per cent corporate tax, if
the company exports beyond SACU (10 per cent if
it exports to other SACU member countries, 15 per
cent corporate tax if the company produces for the
local market); (iii) VAT exemption. These fiscal in-
centives discriminate heavily against the domestic-
focused enterprises, which are taxed comparatively
heavily. This is an issue that merits attention from the
Government going forward, as it may thwart Leso-
tho's efforts to promote women’s entrepreneurship
and entry into the formal economy, because many
women-run SMEs may target the domestic econo-
my, either as a stepping stone to further expansion
or as an exclusive market.

To sum up, the gender outcome of Lesotho’s trade-
led productive transformation is more nuanced than
it may appear at first sight.

Trade preferences have played a catalytic role in
fostering structural change and productive trans-
formation in the economy, thereby opening up op-
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portunities for women’s empowerment. Most sig-
nificantly, trade-led developments have created a
large number of new jobs for underprivileged, rela-
tively unskilled women who would otherwise stand
little chance of being formally employed. Being able
to work and earn an income is a strong force behind
women’s empowerment and decision-making, both
within and outside the household.

Although this has been a positive development for
many women, it has also made women particularly
vulnerable to external shocks and changes in the
international trade environment. This vulnerability is
especially acute in light of the fact that textile and
apparel workers would have difficulty adjusting to

trade policy changes. The limited effect of FDI on
fostering skills development in Lesotho’s apparel
sector, and the low wage levels which do not allow
workers to building up savings for small business
activities, contribute to making the adjustment dif-
ficult. It is widely recognized that if the apparel fac-
tories were to shut down, it would be very difficult for
the female workers to relocate. Finally, considering
indirect effects, the export-oriented apparel sector
has not generated significant government revenues
through customs duties or taxes. In this respect, it
has not contributed towards public expenditure in
health, education, and other services that particu-
larly benefit women.




Conclusions
and policy
recommendations






CONCLUSIONS AND POLICY RECOMMENDATIONS

37

q CONCLUSIONS AND POLICY
RECOMMENDATIONS

As discussed, Lesotho’s trade-led structural trans-
formation has created opportunities for women’s em-
powerment and well-being through job creation in
export-led sectors, but has also contributed to new
patterns of inequality and vulnerability. This section
illustrates a spectrum of policy options for Lesotho
for the implementation of a sustainable, gender-sen-
sitive trade strategy. The policy responses outlined
below encompass short-term actions (section 4.1),
as well as mid- to long-term plans (sections 4.2).

4.1 SHORT-TERM TACTICAL
RESPONSES

Short-term responses are geared to a temporary
extension of AGOA tariff preferences and of the
third country fabric clause. This would give Lesotho
more time to design and implement a post-AGOA
adjustment strategy.

As briefly discussed below, negotiators may wish in
particular to build a “gender case” for the preferential
regime extension, based on humanitarian concerns.
Also, initiatives to tackle HIV/AIDS in the workplace
can be leveraged to build some product-differenti-
ation strategies and penetrate new export markets.

4.1.1 Build a humanitarian and gender case

for AGOA extension

In the short term, the Government may wish to lob-
by for a temporary extension of preferential treat-
ment (i.e. tariff preferences and flexible rules of
origin). Negotiators may wish, in particular, to build
a “gender case” for the preferential regime exten-
sion, based on genuine humanitarian and gender
grounds.

Beyond economic considerations, there are in-
deed moral arguments for a temporary extension
of AGOA, given the importance of the scheme for
the well-being of such a sizeable — and vulnerable
— portion of Lesotho’s population. The expiry of both
the AGOA and the third country fabric clause are
likely to have immediate and widespread repercus-
sions for the livelihood of the some 37,000 workers —
mostly disadvantaged women — in Lesotho’s textile
and apparel sectors. As discussed, women make
up the bulk of this workforce. This female workforce
mainly consists of relatively unskilled workers, an
estimated 63 per cent of whom come from rural ar-
eas (ALAFA). These women would otherwise stand

little chance of being formally employed. Also, in a
context of high unemployment and retrenchment of
male mineworkers in South Africa, there would be
few re-employment prospects for this low-skilled
pool of labour. The economic and social costs asso-
ciated with a termination of the preferential scheme
would go beyond the costs associated with factory
closures and job lay-offs: by losing their jobs, HIV-
positive workers (as mentioned, an estimated 40 per
cent of the apparel workers) would no longer have
access to innovative workplace health programmes
that provide accessible and free HIV/AIDS care and
treatment, with repercussions in terms of morbidity
and mother-to-child HIV transmission. In addition, it
must be considered that for many Lesotho families,
the wages that women textile workers bring home
may be the family’s only means of support. The
mass termination of female textile workers would
therefore potentially have extensive repercussions
on large segments of the Lesotho population — in-
cluding children and the elderly — and on the educa-
tional attainment of children in Lesotho, as priorities
tend to shift for families that fall into extreme poverty.

All this calls for a temporary extension of AGOA, so
as to give Lesotho more time to implement a post-
AGOA adjustment strategy, on humanitarian and
gender grounds. The United States promotes gen-
der equality and women’s empowerment worldwide,
on the assumption that no society can develop suc-
cessfully without increasing and transforming op-
portunities and resources for women and men. A
temporary extension of the AGOA would be a way
to give substance and meaning to gender equality
and women’s empowerment commitments. It would
also provide an opportunity to tangibly incorporate
gender issues into trade policy.

4.1.2 Carve out a niche market as a
responsible sourcing destination

Lesotho’s apparel industry is currently working to
carve out a niche market as a responsible sourcing
destination. A report funded by the World Bank and
the US Trade and Development Agency (Foreign In-
vestment Advisory Service 2006) has assessed the
feasibility of a branding strategy for Lesotho that can
be used to attract the attention of new international
buyers. In addition, key international buyers such
as Gap and Levi’s already require all their suppliers
to comply with social and environmental standards
(Seidman 2009).
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In this context, it is worth exploring ways of leverag-
ing efforts to tackle HIV/AIDS in the workplace (and,
particularly, to capitalize on the ALAFA initiative) so
as to build some product differentiation strategies.
This may be a way to penetrate consumer con-
sciousness in the EU market, among others.

In high-income countries, consumers are will-
ing to pay for symbolic attributes and beneficial
spillover effects associated with their purchases.
Building on initiatives and efforts to tackle HIV/
AIDS in the workplace, Lesotho apparel could gain
brand identification and strategically position itself
in a niche ethical market. Concretely, this would
require, among other things: (i) scaling up the
ALAFA initiative; (ii) setting up a brand/certification
scheme; and (iii) establishing strategic alliances
with key players (including global apparel brands)
in targeted export markets.

A key element is the establishment of some strate-
gic alliances between Lesotho apparel suppliers
and large off-takers in key export markets; for ex-
ample: traders, specialized wholesalers and retail-
ers. By linking suppliers to a guaranteed buyer who
will also supply inputs, know-how, equipment and
finance, these schemes can help Lesotho’s apparel
manufacturers integrate into global supply chains
and reach global markets; off-takers will also need
to absorb the high advertising costs necessary for
promoting brand recognition. This in turn requires
greater collaboration among the public and private
sectors. Particularly, trade preference programmes
need to be coordinated with trade facilitation and
promotion efforts, including trade missions and
exhibitions. The objective should be to discuss
long-term investment opportunities in Lesotho as
an “ethical” apparel source, and eventually con-
solidate orders. The idea is to move beyond the
charity/ethical outlets, and reach out to large buy-
ers interested in some “ethical” branding.

A second critical element is whether the premium
attracted by goods sold under the Lesotho “ethical”
label will cover the extra costs associated with this
“ethical” branding strategy. As discussed, Lesotho
is already a relatively costly sourcing destination,
due to comparatively high labour and transport
costs. An “ethical” branding strategy will further
raise costs, including though increased labour costs
and the cost of an external audit. The commercial vi-
ability of an “ethical” branding strategy remains to
be assessed.

4.2 MID- TO LONG-TERM STRATEGIC
SOLUTIONS

It is widely felt that an export-oriented strategy
based on preferential schemes that donor countries
could withdraw or modify at will is not a sustain-
able strategy for Lesotho. There is a need to build
a competitive and resilient productive base for the
sustainability of any trade-led structural transforma-
tion (UNCTAD 2011). Some mid- to long-term com-
ponents of this strategy are highlighted below.

4.21

The unpredictability of the renewal of AGOA under-
scores the need and urgency to diversify Lesotho’s
export markets and products. The Government
should also support the creation of industrial clusters/
linkages, and create an enabling environment for lo-
cal income-generating small and medium-sized en-
terprises. Gender should be an integral component
of this strategy, with a view to offering new employ-
ment opportunities for two discrete groups carrying
a strong gender connotation: workers in Lesotho’s
textile and apparel sector (mainly women), and Le-
sotho’s retrenched migrant miners (men).

Mid-term policy responses

4.2.1.1  Market and product differentiation

4.2.1.1.1 Export market diversification in apparel

The Government is exploring markets for export di-
versification of apparel products from Lesotho, with
a focus on the EU and other dynamic export mar-
kets, including Canada. Lesotho should also strive
to exploit the SACU and in particular the South Afri-
can market more.

The EU market

Access to the EU market is fully liberalized. As dis-
cussed in section 3.2.1, Lesotho enjoys duty-free,
quota-free access to the EU under EBA, including
for its textile and apparel products. In textile and
apparels, duty-free access to the EU translates into
significantly high preference margins, in the range
of 6.5-12 per cent (Inama 2011). Also, the new EC
GSP rules of origin, far more liberal than the previ-
ous ones, may play a role in boosting Lesotho’s ap-
parel sector.

However, major entry barriers constraining access
to the EU still stem from the structural characteris-
tics of supply chains and markets. In this respect, it
has been pointed out (LTEA) that the United States
and EU markets for apparel products are structural-
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ly different: while the US market could be character-
ized as a relatively stable (in terms of requirements),
standardized “bulk” market, the EU garment market
is more volatile and tailored, and implies continu-
ous adjustments on the part of suppliers to satisfy
changing fashion requirements. The US market is
particularly appealing to Lesotho’s “exporters” for a
number of reasons: (i) it is a big market that can
absorb large “bulk” imports (Lesotho’s “exporters”
allegedly make a small margin on each product,
so their activity is profitable if they can export large
quantities); (ii) the segment of the US apparel mar-
ket that Lesotho targets for its exports is not particu-
larly geared to keeping up with fast-moving fashion
trends — a positive feature for Lesotho’s manufac-
turers, given their limited capacity to adjust quickly
to new requirements; (iii) Lesotho’s exporters have
established marketing links in the United States;
and (iv) the duties on apparel imports tend to be
significantly higher than in Europe, which translates
into the high preference margins.

Conversely, the EU market is difficult to penetrate be-
cause: (i) it is more sophisticated and fast-moving in
its requirements than the US market (and others), and
orders tend to be smaller than from US buyers; (i) the
duties on apparel imports are on average lower in
the EU than in the US, which means that the value of
duty-free access (preference margin) is lower; (iii) in
contrast to the US, all LDCs enjoy duty-free access to
the EU market, including major Asian apparel export-
ers such as Bangladesh and Cambodia; and (iv) the
European clothing industry has its traditional suppli-
ers located in East Asia and North Africa, which tend
to be more cost-competitive than those in Lesotho.
These market entry barriers are particularly difficult
for Lesotho to overcome, as its apparel industry is
relatively less competitive than established suppliers
to the EU market and is less agile in responding to
changing market entry conditions.

To sum up, the new favourable rules of origin en-
acted by the EU under the EPA could open up some
opportunities for Lesotho’s producers, mainly for the
“locals”. As discussed, South African firms tend to
be smaller, more flexible, with greater capacity to
adapt than the large “exporters” (LTEA). However,
a more proactive strategy is needed to penetrate
the EU market. Lesotho’s manufacturers need to up-
grade and become more competitive, not only on
prices but on other significant measures such as
delivery time, quality and working conditions. Also,

marketing links should be proactively established
with key buyers to overcome entry barriers. In this
respect, Lesotho’s exporters may particularly wish
to link with ethical labels (non-profit-organization-
facilitated supply chains, but also, and increasingly,
retailers’ brands) to establish some form of strategic
alliance that builds on efforts to tackle HIV/AIDS in
the workplace, as discussed above.

Canada and the SACU market

As discussed, Canada’s GSP programme offers
benefits under a General Preferential Tariff (the so-
called “GPT” tariff), and an LDC Preferential Tariff
(the “LDCPT” tariff). Textile and apparel exports
from Lesotho are eligible for duty-free entry into
Canada under the LDC scheme. As detailed in the
previous section, the rules of origin stipulate that ap-
parel articles qualify as originating in Lesotho and
are eligible for duty-free LDCT, provided that they
are assembled in Lesotho and the fabric used is
manufactured in an LDC, a GPT country or Canada,
from yarns originating in an LDC, a GPT country
or Canada. When using fabric manufactured in a
GPT country, the value of any materials, including
packing, which does not originate in Lesotho must
not exceed 75 per cent of the ex-factory price of the
goods as packed for shipment (Canada Customs
and Revenue Agency, 2003). According to some in-
dustry figures, fabric inputs, mainly imported from
Asia, would account for between 40 and 45 per cent
of total operating and production costs. Lesotho
“exporters” could then continue to import their fab-
ric requirements from China and other Asian coun-
tries and be eligible for duty-free entry into Canada
under the LDCT scheme.

Lesotho is proactively looking to Canada as a po-
tential new market for its apparel industry.“° It has
been observed, in this respect, that Canadian re-
tailers require smaller quantities than what the Le-
sotho export-oriented factories (the “exporters”)
are set up to produce to be profitable. While this
requirement by Canadian buyers poses a challenge
to Lesotho exporters, it also presents opportunities
for small and medium-size enterprises (the “locals”)
(Lesotho National Development Corporation 2011).

Lesotho should also strive to exploit the SACU, and
in particular the South African market, more. In tex-
tile and clothing, this market is still heavily protected
against non-SACU imports, and therefore offers Le-
sotho an advantage. It should be stressed, however,
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that yarn, fabric and trim inputs are imported duty-
free into Lesotho from outside SACU on the condi-
tion that the manufactured products are exported
outside SACU. This may inhibit a reorientation of the
“exporters” towards the local (regional) market.

4.2.1.1.2 Export product diversification

Options for product diversification are also to be
explored. Lesotho may wish to consider both (i)
exports in which the country possesses a revealed
comparative advantage, and (ii) new product areas.

The first focus area includes beverages, footwear,
milling products, light electronic assembly (mostly
TV receivers) and oils, among other products. These
items are destined almost exclusively for the South
African market. Some of these products are re-ex-
ports from South Africa, with some elements of val-
ue-addition in Lesotho. It is worth looking into ways
to upgrade and scale up these product lines, and
explore new export markets beyond South Africa.
Trade expansion in these labour-intensive sectors
is likely to create new employment opportunities,
particularly for women, who tend to be predominant
in light-assembly lines. Medicaments — exported to
Botswana — are also potentially an important export
product to other markets.

Beyond these established export industries, a num-
ber of high-value niche products (for example, aloe
vera, edible and medicinal mushrooms, and mohair)
can be targeted as a source of livelihood for disad-
vantaged rural people — particularly women — and as
export commodities. Water — already a major export
in bulk form — also offers some options for vertical
diversification (value addition) into bottling. These
sectors can offer job opportunities for both dismissed
apparel workers and retrenched migrant miners. To
appraise the export potential of these sectors, it is
important to hold consultations bringing together all
key players along the chain. This multi-stakeholder
approach should help to identify the critical success
factors for entering new markets and establishing
commercial ties between producers and buyers.
Identification of these factors will guide the design of
commercial strategies and the prioritization of activi-
ties, which can be then financed by the enterprises
themselves or by donors, or through local funding.

4.2.1.2  Clustering/linkages.

The Government should support the creation of a
textile cluster, where raw materials and trims are lo-

cally produced. This could be done through pub-
lic—private partnerships. Since local production of
yarn and fabric inputs might have serious negative
ecological consequences, due attention should be
given to sustainability aspects.

4.2.1.3 Labour-intensive medium and

small-scale enterprises and schemes

The domestic economy can also create opportu-
nities for women’s empowerment and well-being
through formal and informal employment. Occupa-
tions where women figure prominently in Lesotho
include:

— Street vendors, including self-employed
makers of traditional dresses and other
traditional products sold outside Lesotho,
mainly in South Africa, Namibia and Bot-
swana;

— Micro-business ventures catering for wed-
dings, funerals, or Government offices;

— Subsistence agriculture (though increasingly
difficult due to climate change) and the agro-
processing industry (poultry, eggs, pump-
kins, potatoes, pork meat);

— The care economy (domestic workers and
health care services, such as nursing). It
should be stressed that since many of Le-
sotho’s nurses have migrated to the United
Kingdom, Lesotho “imports” nurses from oth-
er countries, most notably Kenya;

— Teachers and secretaries.

Though not all of these sectors have significant ex-
port potential, they all absorb a sizeable share of
the female workforce and have some dynamic po-
tential. It should also be stressed that these sectors
tend to be more profitable for women than the tex-
tile and apparel industry. Selling agricultural prod-
ucts to small outlets, for example, is perceived as
more lucrative than working in the clothing factories
(AWSB).

Public services and investment could play a key
role in unleashing the dynamic potential of small
and micro enterprises operating in these sectors.
Key components of a coherent upgrading strategy
should include technical training, enhanced ac-
cess to credit, the establishment of an enabling
legal framework (in terms of facilitation to start up
a business, as well as tax exemptions and other
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incentives), and public investment in adequate
physical infrastructure and utilities. Women farm-
ers engaged in the micro agro-business sector do
not appear to have benefited from training/exten-
sion services or other support from the Govern-
ment. Public services geared to upgrading their
skills would have important spillover effects, not
only in terms of women’s empowerment but also
for purposes of food security and land conserva-
tion. A draft bill in the pipeline to support SMEs
is specifically geared to empowering local entre-
preneurs. Women account for the majority of these
small local entrepreneurs. They started these small
businesses while their husbands were working in
the mines in South Africa. The bill provides for en-
hanced access to credit by providing guarantees
and promoting linkages between local SMEs and
large foreign-owned firms. There is also a need to
redress policies and practices that implicitly dis-
criminate against women. It was indicated (Ministry
of Trade) that women significantly engage in cross-
border trade (90 per cent of cross-border traders
were estimated to be women). They sell products
manufactured in Lesotho, especially handicrafts,
across the border, mainly in South Africa. They are
often victims of administrative abuses, for instance
they are requested to provide forms and certifi-
cates that are not due according to SACU rules.
The Ministry of Trade is ensuring that SACU rules
are applied to cross-border traders.

A second approach is to integrate gender into pub-
lic work schemes. There are several government-
sponsored labour-intensive and income-generating
medium-sized and small-scale schemes: a Labour
Construction Unit employing villagers as labour-
ers and also training them as contractors in ac-
cess roads construction; the Civil Works Section of
the Ministry of Local Government focusing on the
construction of rural clinics and footbridges; affor-
estation and conservation programmes; and agri-
cultural-intensive production projects. NGOs have
played a vital role in some of these schemes. Some
of these projects were funded by the Lesotho High-
lands Revenue Fund (KoL 2001). These schemes
can provide an important source of livelihood for
disadvantaged groups, including rural women and
retrenched migrant miners.

4.2.2 Long-term strategic solutions

In the long run, Lesotho should strive to build a
competitive and resilient productive base in order

to fully exploit the potential of local, regional and
global markets. It is critical, in particular, to over-
come infrastructural deficiencies and improve the
business environment. This calls for the mobilization
of internal resources and the pooling and alignment
of external funds.

4.2.2.1 Towards a more competitive and resilient

productive base

Some key areas of productive investment are (i) train-
ing/skills development to build a workforce that has
the knowledge and skills to work in new sectors, in-
cluding those that cater to diversified export markets.
The upgrading of the workforce should encompass
training/skills development for women, including
those currently employed in the apparel sector, and
also for retrenched miners; (ii) extension services in
agriculture; (iii) physical infrastructure and utilities,
including trade infrastructure and information and
communication technologies (ICT); (iv) the establish-
ment of an enabling business environment for small
and micro enterprises, including streamlined pro-
cedures for setting up a business and fiscal incen-
tives for local business; and (v) enhanced access to
credit. It is widely perceived that once a competitive
and resilient infrastructural base has been set up and
consolidated, sustainable investment will follow (e.g.,
in the agro-industry sector and the tourism sector).

4.2.2.2 Broadening/diversifying the revenue basis

Traditional sources of government revenue have
shrunk. SACU receipts, the mainstay of Lesotho’s
national budget ever since 1969, have contracted
significantly in recent years. Also, the revenue ef-
fects of trade liberalization have been significant. It
is estimated that the SADC Free Trade Area Proto-
col, when fully implemented, will result in a 17 per
cent reduction in customs revenues. Customs rev-
enues are set to erode further under the EC/SADC
EPA. Among other things, this may translate into a
cut in social spending, which may affect women
disproportionately. The reduced revenue base may
in particular hinder the implementation of policies
aimed at countering the spread of HIV and AIDS,
which hits women harder owing to social and cul-
tural factors.

Unless the revenue base is broadened/diversified, it
will not be possible to implement an ambitious infra-
structural programme. This calls for the mobilization
of internal resources, and the pooling and alignment
of external sources.




42 WHO IS BENEFITING FROM TRADE LIBERALIZATION IN LESOTHO? A GENDER PERSPECTIVE

In terms of internal resources, water revenue may
provide an important source of government rev-
enue. Water development projects in Lesotho have
important gender ramifications, in at least two re-
spects. First, the related construction works would
create jobs for Lesotho’s retrenched migrant miners.
Second, water revenues could fund social services,
with positive effects particularly for women, be-
cause women’s role as caregivers means that they
usually have to compensate for deficits in public
provisions. Water development projects are, howev-
er, a double-edged instrument: they may generate
significant revenue, but they also have significant
social and environmental costs for the highlands

population (loss of arable and grazing land, as well
as dwellings), due to reservoir flooding and con-
struction works. There is a need to carefully weigh
costs and benefits, and cleverly design a commer-
cial strategy premised on environmental, as well as
gender and social considerations.

Foreign aid (a number of Aid for Trade initiatives,
including the Enhanced Integrated Framework) can
also be a catalyst for assistance in support of Le-
sotho’s efforts to develop the basic economic infra-
structure and tools the country needs to create a
resilient economy. The key challenge is to align aid
flows with the priorities expressed in Lesotho’s na-
tional strategies.




43

REFERENCES

African Development Bank, Organisation for Economic Co-operation and Development, United Nations
Development Programme, United Nations Economic Commission for Africa; African, Caribbean and Pacific
Group States (2011). African Economic Outlook 2011. Lesotho, http://www.africaneconomicoutlook.org/en/
countries/southern-africa/lesotho/

African Commission on Human and Peoples’ Rights (2003). Protocol to the African Charter on Human and
Peoples’ Rights on the Rights of Women in Africa, http://www.achpr.org/instruments/women-protocol/

African Development Bank (2005). Multi-sector country Gender Profile. Agriculture and rural development.
North East region (Onar), http://www.afdb.org/fileadmin/uploads/afdb/Documents/Project-and-Operations/
ADB-BD-IF-2005-270-EN-LESOTHO-MULTI-SECTOR-COUNTRY-GENDER-PROFILE.PDF

African Union (2009). African Union Gender Policy. REV 2 [Feb 10, 2009, http://www.africa-union.org/root/au/
auc/departments/ge/african%20union%20gender%20policy.doc

Banati P (2007). Risk Amplification. HIV in Migrant Communities. Development Southern Africa. Vol. 24,
Issue 1: 205-223.

Braun Y A (2010). Gender, large-scale development, and food insecurity in Lesotho: An analysis of the
impact of the Lesotho Highlands Water Project. Gender & Development. Vol. 18, Issue. 3: 453-464.

Canada Customs and Revenue Agency (2003). Introductory Guide to the Market Access Initiative for the
Least Developed country and the Least Developed country Tariff. RC4322(E), http://www.cbsa-asfc.gc.
ca/publications/pub/rc4322-eng.pdf

Clark S, Collinson M, Kahn K, Drullinger K and Tollman S (2007). Returning Home to Die: Circular Labour
Migration and Mortality in South Africa. Scandinavian Journal of Public Health. Vol.35: 35-44.

Coffee M, Lurie M and Garnett G (2007). Modelling the Impact of Migration on the HIV Epidemic in South
Africa. AIDS. Vol. 21, Issue 3: 343-50.

Committee on the Elimination of Discrimination against Women (2010). Consideration of reports submit-
ted by States parties under Article 18 of the Convention on the Elimination of All Forms of Discrimination
against Women. Combined initial to fourth periodic reports of States parties. Lesotho. CEDAW/C/LSO/1-4,
http://www.iwraw-ap.org/resources/pdf/50_official_documents/Lesotho.pdf

Crush J, Dodson B, Gay J, Green T and Leduka C (2010). Migration, Remittances and ‘Development’
in Lesotho. Migration Policy Series No. 52, Southern African Migration Programme, http://www.queensu.ca/
samp/sampresources/samppublications/policyseries/Acrobat52. pdf

Crush J, Williams B, Lurie M and Gouws E (2005). Migration and HIV/AIDS in South Africa. Development
Southern Africa. Vol. 22: 293-308

Economic Intelligence Unit (2011). Country Report. Lesotho. July 2011, http://www.eiu.com/index.asp?layo
ut=displaylssueTOC&toc2=no&issue_id=1328252117&publication_id=1290000929

Edwards L and Lawrence R.Z (2010). AGOA Rules: The Intended and Unintended Consequences of Speciall
Fabric Provisions. NBER Working Paper No. 16623.

Foreign Investment Advisory Service (2006). Competitiveness and Corporate Social Responsibility in
Lesotho’s Apparel Industry, http://www.ifc.org/ifcext/fias.nsf/AttachmentsByTitle/FIAS_Resources_Countryre-
ports_L esothoCSR2006/$FILE/Final+FIAS+LESOTHO+Report.pdf

Inama S (2011). The Reform of the EC GSP Rules of Origin: Per Aspera ad Astra?.Journal of World Trade.
Vol. 45, Issue 2: 577-603.




44 WHO IS BENEFITING FROM TRADE LIBERALIZATION IN LESOTHO? A GENDER PERSPECTIVE

Interim Agreement (2009). Interim Agreement with a view to an open Economic Partnership Agreement be-
tween the European Community and its members States, of the one part, and the SADC EFA States, of the
other part. (CE/SADC/en 1), http://trade.ec.europa.eu/doclib/docs/2009/july/tradoc_143981.pdf

International Organization for Migration (2006). Briefing Note on HIV and labour migration in Lesotho, http://
www.iom.int/jahia/webdav/site/myjahiasite/shared/shared/mainsite/events/docs/Briefing_Notes_HIV_Leso-
tho.pdf

International Monetary Fund (2010). Statistical database

International Monetary Fund (2010b). IMF Country Report No. 10/5. January 2010, http://www.imf.org/external/
pubs/ft/scr/2010/cr1005.pdf

International Monetary Fund (2011). IMF Country Report No. 11/88. April 2011, http://www.imf.org/external/
pubs/ft/scr/2011/cr1188.pdf

Kimane |, Moteetee M and Green T (2004). How Can You Tell the Sun Not to Shine? Knowledge, Attitudes
and Practices of Basotho Migrants (Miners and Farm Workers) in Relation to HIV/AIDS and Sexually Trans-
mitted Infections. Report for Ministry of Employment and Labour. Maseru

Kingdom of Lesotho (KoL) (2001) Country Presentation by the Government of Lesotho. Third United Nations
Conference on the Least Developed Countries, Brussels, 14-20 May 2001. Document A/CONF.191/CP/34,
http://archive.unctad.org/en/docs/aconf191cp34les.en.pdf

(2003). Gender and Development Policy. Ministry of Gender and Youth, Sports and Recreation.
Maseru

(2004a). Lesotho Vision 2020. Maseru

(2004b). Poverty Reduction Strategy 2004/05-2006/07. Maseru, http://www.sarpn.org/documents/
d0001594/P1945-Lesotho_PRSreport_2005.pdf

(2006). 2002/2003 and 1994/95 Household Budget Survey. Analytical Report. Vol. |. November
2006. Ministry of Finance and Development Planning, Bureau of Statistics.

(2007b). Tourism Strategy for Lesotho: Tourism. Towards 2020. Ministry of Tourism, Environment,
and Culture

(2009a). 2006 Lesotho population and housing census. Analytical report., Volume 1B Socio-
Economic Characteristics. Maseru. Ministry of Finance and Development Planning. Bureau of Statistics,
http://www.bos.gov.ls/New%20Folder/Copy%200f%20Demography/2006_Analytical_Report_Volume_lI1B_
Socio-Economic_Characteristics.pdf

(2009b). National Accounts of Lesotho 1998-2008. National Statistics System of Lesotho. Statistical
Reports. No. 32: 2009. Bureau of statistics.

(2010a). Statistical Yearbook 2010. Ministry of Finance and Development Planning, Bureau of
Statistics.

(2010b). UNGASS country report. Status of the national response to the 2001 declaration of commit-
ment on HIV and AIDS. January 2008 — December 2009. National AIDS Commission (NAC) in collaboration
with the Ministry of Health and Social Welfare (MOHSW), http://www.unaids.org/es/dataanalysis/monitoringc
ountryprogress/2010progressreportssubmittedbycountries/file,33661,es..pdf

(2011a). Annual Report 2010. Central Bank of Lesotho, http://www.centralbank.org.ls/publica-
tions/2010%20Annual%20Report.pdf

(2011b). Economic Review. February 2011. Lesotho's budget speech for fiscal year 2011/2012:
Economic transformation and diversification towards sustainable economic growth and employment.
Central Bank of Lesotho, http://www.centralbank.org.ls/publications/Econo%20Review%20Feb%202011.pdf




a5

(2011c). Economic Review. January 2011. The Process of Preparing the National Strategic Devel-
opment Plan is Launched. Central Bank of Lesotho, http://www.centralbank.org.ls/publications/Econo%20
Review%20Jan%202011.pdf

(2011d). Quarterly Review. March 2011. Volume XXXI, no.1. Maseru. Kingdom of Lesotho. Central
Bank of Lesotho, http://www.centralbank.org.ls/publications/Quart%20%20Review%20Mar%202011.pdf

Kingdom of Lesotho and the United Nations (2009) United Nations Development Assistance Framework
2008-2012. Maseru, Lesotho, http://www.un.org.ls/whatwedo/UNDAF_Narrative_revised_15.pdf

Lesotho Highlands Development Authority (2005). Impact of Lesotho Highlands Water Project, http://www.
Ihda.org.ls/Reports/PDF/impacts%200f%20the %20Lesotho%20Highlands % 20Water % 20Project-part%202.
pdf

Lesotho National Development Corporation (2011). LNDC Newsletter. October—December 2011, http://
www.Indc.org.Is/home/newsletters/LNDC%20News%200¢t%20-%20Dec %201 1.pdf

Morris M, Staritz C and Barnes J (2011). Value Chain Dynamics, Local Embeddedness, and Upgrading in
the Clothing Sectors of Lesotho and Swaziland. International Journal of Technological Learning, Innovation
and Development. Vol. 4, Issue 1: 96-119.

Seidman G W (2009). Labouring under an lllusion? Lesotho’s ‘Sweat-free’ Label. Third World Quarterly. Vol.
30, Issue 3: 581-598.

Southern Africa Customs Union (SACU) (2009). Media Release. Signing Ceremony of the SACU-MERCO-
SUR Preferential Trade Agreement (PTA). Friday 03 April 2009, http://www.sacu.int/docs/pr/2009/pr0403.pdf

Southern African Development Community (SADC) (1997) SADC Declaration on Gender and Development,
http://www.chr.up.ac.za/undp/subregional/docs/sadc6.pdf

(2008a) Report of the Review of SADC Institutions, Chapter 4: Priority Intervention Area, hitp://www.
sadc.int/index/browse/page/110

(2008b) SADC Protocol on Gender and Development, http://www.sadc.int/index/browse/page/465

Transparency International (2010). Corruption Perceptions Index, http://www.transparency.org/cpi2010/re-
sults

United Nations (1995). Beijing Declaration and the Platform for Action, http://www.un.org/womenwatch/daw/
beijing/pdf/BDPfA%20E . pdf

(2001). The Declaration of Commitment on HIV/AIDS, http://data.unaids.org/publications/irc-pub03/
aidsdeclaration_en.pdf

United Nations AIDS (2010). Global Report. UNAIDS report on the global AIDS epidemic 2010.http://www.
unaids.org/en/media/unaids/contentassets/documents/unaidspublication/2010/20101123_globalreport_
en.pdf

United Nations Convention on the Elimination of All Forms of Discrimination against Women (1979), http://
www.un.org/womenwatch/daw/cedaw/cedaw.htm

UNCTAD. UNCTADstat online database. http://unctadstat.unctad.org/ReportFolders/reportFolders.aspx

UNCTAD (20083). Investment Policy Review of Lesotho. UNCTAD/ITE/IPC/2003/4, http://unctad.org/en/docs/
iteipc20034_en.pdf

(2008). The Costs of Rules of Origin in Apparel: African Preferential Exports to the United States and
the European Union. Policy Issues in International Trade and Commodities Study Series No. 39. UNCTAD/
ITCD/TAB/40, http://vi.unctad.org/digital-library//annexd///////?act=show&doc_name=385-roocost

(2011) Making Trade more Development-transmitting, Multiplying and Inclusive for LDCs. United Na-
tions: New York and Geneva. UNCTAD/DITC/TNCD/2011/1, http://unctad.org/en/docs/ditctncd2011d1_en.pdf




46 WHO IS BENEFITING FROM TRADE LIBERALIZATION IN LESOTHO? A GENDER PERSPECTIVE

United Nations Development Programme (2007). Lesotho National Human Development Report 2006.
UNDP Lesotho, http://www.undp.org/content/dam/aplaws/publication/en/publications/hiv-aids/2006-leso-
tho-national-human-development-report--poverty-hiv-aids-food-security/207.pdf

(2010). Human Development Report 2010. 20th Anniversary edition. The real wealth of nations.
Pathways to human development. UNDP, http://hdr.undp.org/en/reports/global/hdr2010/chapters/

UNDP Lesotho. 2011 Millenium Development Goals in Lesotho, http://www.undp.org.ls/millennium/default.
php

UNSTATS (2009). Environment Statistics country Snapshot: Lesotho, http://unstats.un.org/unsd/environ-
ment/envpdf/Country_Snapshots_Sep%202009/Lesotho.pdf

USAID (2008). Exporters’ Guide to Preferential Trade Arrangements Applicable to Lesotho, http://www.sa-
tradehub.org/trade-liberalization/sath-content/activities/regional-integration/trade-liberalization/exporters-
guide-to-preferential-trade-arrangements-applicable-to-lesotho

USAID (2010). HIV/AIDS Health Profile. Lesotho, http://transition.usaid.gov/our_work/global_health/aids/
Countries/africa/lesotho_profile.pdf

Wilson D (2001). Lesotho and Swaziland: HIV/AIDS Risk Assessments at Cross Border and Migrant Sites in
Southern Africa. Arlington: Family Health International, USAID, http://www.fhi360.org/NR/rdonlyres/eun6eah-
bxs7aj7nfmfwivagogmd3cgsswecdaztzkcyiblgmhhghdgx3now3wxtqykytal36ibsztl/FHIFINAL. pdf

World Bank. World Trade Indicators 2009/2010 Database, http://go.worldbank.org/7FO1C2NTPO
World Bank (2010). Lesotho Trade Brief, http://info.worldbank.org/etools/wti/docs/Lesotho_brief.pdf

World Bank (2011a). The Migration and Remittances Fact book 2011, http://siteresources.worldbank.org/
INTPROSPECTS/Resources/334934-1199807908806/Lesotho.pdf

World Bank & The International Finance Corporation (2011b). Doing Business 2011. Making a Difference
for Entrepreneurs, http://www.doingbusiness.org/~/media/FPDKM/Doing%20Business/Documents/Annual-
Reports/English/DB11-FullReport.pdf

World Bank (2011c). Lesotho at a glance, http://devdata.worldbank.org/AAG/Iso_aag.pdf
WTO (2009). Lesotho Trade Policy Review, http://www.wto.org/english/tratop_e/tpr_e/s222-02_e.doc

WTO, ITC and UNCTAD (2010). World Tariff Profiles 2010. Geneva: World Trade Organization and Interna-
tional Trade Centre UNCTAD/WTOQO, http://www.wto.org/english/res_e/booksp_eftariff_profiles10_e.pdf

World Economic Forum (2011). The Global Gender Gap Report 2011. Geneva, Switzerland, http://reports.
weforum.org/global-gender-gap-2011/#=




a7

NOTES

The Index ranks countries according to the perception of corruption in the public sector. The scale goes
from 0 to 10, where 0 is defined as “highly corrupt” and 10 as “highly clean”.

The Doing Business indicator provides a quantitative measure of the regulatory environment for domestic
businesses. The ease of doing business index ranks economies from 1 (most business-friendly regula-
tion) to 183.

The SAMP launched a multi-country research initiative in Botswana, Lesotho, Malawi, Mozambique, Swa-
ziland and Zimbabwe, and the Migration and Remittances Survey (MARS) was conducted as a result.

The poverty line was 83.13 in 1994/95 and 149.91 in 2002/03 (UNDP 2007).

The Gini index lies between 0 and 100. A value of 0 represents absolute equality and 100 absolute in-
equality.

The labour force participation rate is defined as the ratio of the labour force (persons that are either cur-
rently employed or looking for employment) to the working age population (persons aged 15 years and
above), expressed as a percentage.

The unemployment rate is the proportion of currently unemployed out of the economically active popula-
tion aged 15 years and above.

Lesotho has signed and ratified other international instruments for the protection and promotion of wom-
en’s rights, including the Convention on the Political Rights of Women (1952), the International Covenant
on Civil and Political Rights (1966), and the Beijing Declaration and Platform for Action (1995).

The Vision recognizes that the gap between the male and female population represents one of the main
obstacles to economic growth and poverty reduction, and outlines discrimination against women as a
key challenge. It aims at the appointment of more women into areas of responsibility and decision- mak-
ing in both public and private sectors. A related challenge is to do this without neglecting boys and men
(Kingdom of Lesotho, 2004a).

The Poverty Reduction Strategy (PRS) was issued in 2004, and the overarching development goal is to
provide a broad-based improvement of welfare standards for the population without compromising op-
portunities for coming generations. The original PRS (2004/05-2006/07) outlines eight major priorities: (1)
Create employment; (2) Improve agricultural productivity and food security; (3) Develop infrastructure;
(4) Deepen democracy, safety and security; (5) Improve access to health and social welfare; (6) Improve
quality and access to education; (7) Manage and conserve the environment; and (8) Improve public
service delivery (Kingdom of Lesotho, 2004b). In 2006, Lesotho reclustered the original priorities and
cross-cutting issues into four broad areas. These are: (a) the Growth Sectors (including Environment); (b)
HIV/AIDS, Gender and Youth; (c) Human Development; and (d) Governance. The strategy recognizes
gender inequality as one of the main causes of the unequal distribution of resources.

The specific objectives of the policy include ensuring equal participation of women, men, girls and boys
in the development process; promoting equitable allocation of public expenditure in ways that ensure
equal benefits for women and men, girls and boys; promoting equal access and control of strategic
resources and services; promoting the promulgation and enforcement of gender-friendly laws; promot-
ing equal participation in politics and decision-making; promoting awareness of the causes and con-
sequences of gender-based violence and advocating for mechanisms that prevent and eradicate such
practices; and promoting reproductive rights and reducing the spread of STIs and HIV/AIDS (Kingdom
of Lesotho, 2003).

In Lesotho, a woman can be married traditionally/customarily (by fulfilling the requirements set under
Section 34 of the Laws of Lerotholi), or by civil law with a certificate (regulated by the Marriage Act of
1974 and the Legal Capacity of Married Persons Act of 2006).
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Indeed, the structure of the courts reflects the duality of the legal system. The local Basuto courts only
handle customary law matters, while civil courts (including Magistrate’s Courts, the High Court and the
Court of Appeal) can preside on both customary law matters (but only as courts of second instance) and
on civil law.

It is important to note that the “right to culture” is enshrined in various documents of human rights law, in-
cluding the Universal Declaration of Human Rights of 1948, and the International Covenant on Economic,
Social and Cultural Rights of 1966. However, these documents all have a provision for “the right to be
protected from harmful cultural practices”, which, in this case, includes the effects of customary law on
women.

The project has been cofinanced, among others, by the World Bank, the African Development Bank and
the European Investment Bank.

Construction planning for Phase IA commenced in 1987/88, and major construction activities ended in
1996/97. Construction planning for Phase IB started in 1992/93, and construction and commissioning
were expected to be completed during 2004.

Lesotho gets fixed and variable royalties from the transfer of water to RSA. On average, the royalties
come to M15million/month. Part of the money is redirected to the general development of the country
through the Lesotho Fund for Community Development (LFCD). Lesotho’s royalties from the sale of water
and electricity to South Africa earned the country $19 million in 2008 and are expected to rise signifi-
cantly on completion of the second phase of the LHWP (AfDB et al. 2011).

However, Lesotho’s exports destined for South Africa may well then have transited on to other SACU or
SADC countries.

In September 1999, the IMF started publishing the data on FDI inflows into Lesotho, including South
Africa’s payments of royalties for water delivered by Lesotho within the LHWP as part of Lesotho’s FDI in-
flows. The Central Bank of Lesotho has not reported on FDI inflows as a separate item in its recent Annual
Reports, but included LHPW-related payments in the financial account (not capital account) as “Special
Financing — LHWP” (UNCTAD 2004).

In the WTQO, Lesotho is a member of the Informal LDC Consultative Group of the WTO; of the WTO African
Group; and of the African, Caribbean and Pacific (ACP) Group of countries (WTO 2009).

SACU Member States have agreed to share the SACU customs revenue among themselves on the basis
of their shares of intra-SACU (non-dutiable) trade, rather than in proportion to each member’s imports of
dutiable (non-SACU) products.

According to the African Economic Outlook website, “Although the Government of Lesotho is making
efforts to reduce its budget deficit, it has maintained infrastructure development as a priority. This infra-
structure is intended to link remote areas to markets and to enable new investments that would provide
opportunities for value addition, especially in the agriculture sector.” Available at http://www.africaneco-
nomicoutlook.org/en/countries/southern-africa/lesotho/:

The liberalization of tariffs took place at different rates. In general, the more advanced economies (includ-
ing South Africa, Botswana and Namibia) reduced tariffs at a faster rate. Middle income countries such
as Mauritius gradually reduced their tariffs each year between 2000 and 2008. LDCs liberalized gradually
during 2007-2008. Angola and DR Congo will join the FTA at a later stage.

The other SADC countries are negotiating the EPAs under the Eastern and Southern Africa (ESA) Group
and as part of the East African Community (EAC) Group.

In the case of Mozambique, no duties/quotas for 81 per cent of EU exports to Mozambique (exclud-
ing sensitive sectors for local producers, e.g. farm goods and textiles), with liberalization to take place
gradually by 2023.

NEPAD has a dedicated programme to promote women’s entrepreneurship, the NEPAD Spanish Fund
for African Women’'s Empowerment. This programme, created in 2007, has funded 25 finished and 18
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ongoing projects which focus, among other things, on women’s occupational skills, the development of
income-generating schemes, assistance to help women become food secure, research and knowledge
development, access to financing schemes, eradication of gender-based violence, access to HIV pre-
vention, promotion of girls’ education, enhancement of leadership skills, welfare assistance, and ICT
skills and environmental issues (http://www.nepad.org/crosscuttingissues/gender).

More precisely, the Trade and Development Act of 2000 was signed into law on 18 May 2000 (Pub. L.
106-200, 114 Stat. 251). Title | of the Act concerns trade benefits for sub-Saharan Africa and is referred
to as the African Growth and Opportunity Act (AGOA).

Information retrieved from the official site of the African Growth and Opportunity Act, at http://www.agoa.
info/

In 2003, of Lesotho’s 42 clothing factories, 31 were from Taiwan, Province of China; two from Hong Kong,
China; one from Singapore; and eight from the Republic of South Africa (UNCTAD 2004).

For a few varieties of non-knitted apparel, an alternative value content rule was applied, which allowed
the use of non-originating fabric, provided that its value did not exceed 40 per cent (or 47.5 per cent in
a smaller number of lines) of the final product price (UNCTAD 2008).

See Commission Regulation (EU) No 1063/2010 of 18 November 2010, amending Regulation (EEC)
No 2454/93, laying down provisions for the implementation of Council Regulation (EEC) No. 2913/92
establishing the Community Customs Code.

The GSP idea dates back to the late 1960s. Under the Generalized System of Tariff Preferences, industri-
alized countries grant autonomous unilateral trade preferences to all developing countries. A number of
individual country schemes have been implemented since the 1970s.

The Canadian GSP system was brought into effect on 1 July 1974. It has been amended and extended
several times since. In 2000, LDCs were given additional duty-free access for a large list of products. In
2003, Canada further enhanced market access for LDCs (duty-free, quota-free access for all imports with
the exception of some agricultural products such as dairy, poultry, and eggs).

The Japan GSP requires a three stage transformation (yarn, fabric and assembly), but the rules of origin
have been relaxed (two stages only) for some countries.

The difference between non-reciprocal preferential rates received by individual countries and the best
available (MFN) treatment received on average by all other suppliers.

Supporters of AGOA are pressing for its renewal. This especially includes the members of the Congres-
sional Black Caucus in Congress. Some of them have already introduced a bill to expand and renew the
programme.

This Congressional budget “rule” is referred to as “pay-as-you-go,” or “pay-go”. See L. Baughman, U.S.
Trade Preference Programs: Lessons for Europe from the U.S. Struggle to Get It Right, The German Mar-
shall Fund of the United States, Economic Policy Paper Series 2010, page 9.

According to USAID estimates, HIV incidence in the textile and apparel population is 43 per cent (USAID
2010).

Minimum wages are set and periodically revised within the framework of a tripartite body (the Mini-
mum Wage Board) that includes the Government (on a neutral basis), workers’ representatives, and
employers’ representatives. The Board meets August through September and makes recommendations
(LECAWU).

Facilitated by the Trade Facilitation Office Canada (TFO Canada), jointly funded by the Canadian Inter-
national Development Agency (CIDA) and the Government of Lesotho, the 2011 Lesotho Garment and
Textile Exhibition has offered a suitable venue for Canadian buyers and Lesotho’s garment exporters to
hold one-to-one meetings leading to the establishment of business contacts and the consolidation of
orders.







