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EXECUTIVE SUMMARY

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

wihA aiAnilA AthAvisiaa havia LA AlhAanAas AfF A~

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-
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