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LSL
The cover symbol

Through the MAP programme, we hope to effect real change at country level 
and see the impact of financial inclusion on broader national growth and 

development. The cover graphic features a plant synonymous with the region, 
which is the Spiral Aloe. The flower symbolises growth and development 

while the circle represents inclusive growth. Each flower is an example of the 
successful growth in a unique environment. By combining the Aloe with the 
currency symbol of Lesotho we represent the characteristics of the country, 

linking financial inclusion with successful growth.

PARTNERING FOR A  
COMMON PURPOSE

Making Access Possible (MAP) is a multi-country initiative to support financial 
inclusion through a process of evidence-based country diagnostic and 
stakeholder dialogue, leading to the development of national financial inclusion 
roadmaps that identify key drivers of financial inclusion and recom mended 
action. Through its design, MAP seeks to strengthen and focus the domestic 
development dialogue on financial inclusion. The global project seeks to engage 
with various other international platforms and enti ties impacting on financial 
inclusion, using the evidence gathered at the country level.

At country level, the core MAP partners, collaborate with Government, other 
key stakeholders and donors to ensure an inclusive, holistic process. 



This Synthesis note summarises the main findings of the Making Access 
Possible (MAP) Lesotho Diagnostic Report. The implementation of MAP 
in Lesotho was officially requested in August 2013 by The Government of 
Lesotho, via the Ministry of Finance. The MAP project is formally hosted by 
the Ministry of Finance, with the cooperation of the Central Bank of Lesotho. 
MAP Lesotho is funded by FinMark Trust. 

The MAP Diagnostic comprises a comprehensive country context, demand-
side, supply-side and regulatory analysis. The supply-side analysis covers the 
markets for payments, savings, credit and insurance, respectively. Hence the 
report provides an understanding of access to financial services in a broad 
context. The demand-side component includes an analysis of access, usage, 
perceptions and attitudes of financial services by different target groups. The 
demand-side analysis draws from quantitative data provided by the Lesotho 
FinScope Consumer Survey 2011 and qualitative research in the form of focus 
group discussions, immersion visits and key informant interviews1. 

The MAP methodology and process has been developed jointly by UNCDF, 
FinMark Trust (FMT) and the Centre for Financial Regulation and Inclusion 
(Cenfri) to foster inclusive financial sector growth.

ABOUT MAP Lesotho

DIAGNOSTIC AUTHORS
.HLWK�-H΍HULV�	�/HPP\�0DQMH

SYNTHESIS REPORT AUTHORED BY CENFRI, based on the diagnostic report



LESOTHO Financial Inclusion Country Report
2014

 ACH� $XWRPDWHG�&OHDULQJ�+RXVH
 ATM� $XWRPDWHG�7HOOHU�0DFKLQH
 AML� $QWL��0RQH\�/DXQGHULQJ�
 BAAC� %DQN�IRU�$JULFXOWXUH� 
� � DQG�$JULFXOWXUDO�&RRSHUDWLYHV
 CBL� &HQWUDO�%DQN�RI�/HVRWKR
 CENFRI� &HQWUH�IRU�)LQDQFLDO�5HJXODWLRQ�DQG�ΖQFOXVLRQ
 CET� &RPPRQ�([WHUQDO�7DUL΍
 CMA� &RPPRQ�0RQHWDU\�$UHD
 CRA� &UHGLW�5HSRUWLQJ�$FW
 CRB� &UHGLW�5HIHUHQFH�%XUHDX
 CRS� &DWKROLF�5HOLHI�6HUYLFHV
 DB� 'HȴQHG�%HQHȴW
 DC� 'HȴQHG�&RQWULEXWLRQ
 DoC� 'HSDUWPHQW�RI�&RRSHUDWLYHV
 EFT� (OHFWURQLF�)XQGV�7UDQVIHU
 EMV� (XURFDUG��0DVWHU&DUG��9LVD
 FIA� )LQDQFLDO�ΖQVWLWXWLRQV�$FW
 FIP� )LQDQFLDO�DQG�ΖQYHVWPHQW�3URWRFRO
 FNB� )LUVW�1DWLRQDO�%DQN
 FSD� )LQDQFLDO�6HFWRU�'HYHORSPHQW�
 FSDS� )LQDQFLDO�6HFWRU�'HYHORSPHQW�6WUDWHJ\
 GDP� *URVV�'RPHVWLF�3URGXFW
 GoL� *RYHUQPHQW�RI�/HVRWKR
 ID� ΖGHQWLȴFDWLRQ
 ILFS� ΖQWHJUDWHG�/DERXU�)RUFH�6XUYH\�
 IMF� ΖQWHUQDWLRQDO�0RQHWDU\�)XQG
 IT� ΖQIRUPDWLRQ�7HFKQRORJ\
 KYC� .QRZ�<RXU�&XVWRPHU
 LMCH� /HVRWKR�0DQXDO�&OHDULQJ�+RXVH
 LNDC� /HVRWKR�1DWLRQDO�'HYHORSPHQW�&RUSRUDWLRQ
 LPB� /HVRWKR�3RVW�%DQN
 LSW� /HVRWKR�:LUH
 M Maloti
 MAP� 0DNLQJ�$FFHVV��WR�)LQDQFH��3RVVLEOH�
 MCC� 0LOOHQQLXP�&KDOOHQJH�&RUSRUDWLRQ
 MDP� 0LQLVWU\�RI�'HYHORSPHQW�3ODQQLQJ
 MFI� 0LFURȴQDQFH�ΖQVWLWXWLRQ

 MM� 0RELOH�0RQH\�
 MNO� 0RELOH�1HWZRUN�2SHUDWRU
 MoAFS� 0LQLVWU\�RI�$JULFXOWXUH�DQG�)RRG�6HFXULW\
 MoCST� 0LQLVWU\�RI�&RPPXQLFDWLRQ�� 
� � 6FLHQFH�DQG�7HFKQRORJ\
 MoF� 0LQLVWU\�RI�)LQDQFH
 MOU� 0HPRUDQGXP�RI�8QGHUVWDQGLQJ
 MSMEs� 0LFUR��6PDOO�DQG�0HGLXP�(QWHUSULVHV
 MTICM� 0LQLVWU\�RI�7UDGH��ΖQGXVWU\�� 
� � &RRSHUDWLYHV�DQG�0DUNHWLQJ
 MVA� 0RWRU�9HKLFOH�$FFLGHQW
 NBFI� 1RQ�%DQN�)LQDQFLDO�ΖQVWLWXWLRQ�
 NPS� 1DWLRQDO�3D\PHQW�6\VWHP
 NSDP� 1DWLRQDO�6WUDWHJLF�'HYHORSPHQW�3ODQ
 NSSA� 1DWLRQDO�6RFLDO�6HFXULW\�$FW
 OTC� 2YHU�WKH�FRXQWHU
 P2P� 3HUVRQ�WR�3HUVRQ
 PAL� 3D\PHQWV�$VVRFLDWLRQ�RI�/HVRWKR
 PAYG� 3D\�$V�<RX�*R
 PODCPF� 3XEOLF�2ɝFHUV�'HȴQHG� 
� � &RQWULEXWLRQ�3HQVLRQ�)XQG
 POS� 3RLQW�RI�6DOH
 PPP� 3XEOLF�3ULYDWH�3DUWQHUVKLSV
 PS� 3HUPDQHQW�6HFUHWDU\
 PSB� 3D\PHQW�6\VWHP�%LOO
 ROSCAs� 5HYROYLQJ�6DYLQJV�DQG�&UHGLW�$VVRFLDWLRQV
 RSCGs� 5XUDO�6DYLQJV�DQG�&UHGLW�*URXSV
 RTGS� 5HDO�7LPH�*URVV�6HWWOHPHQW
 RUFIP� 5XUDO�)LQDQFLDO�ΖQWHUPHGLDWLRQ�3URJUDP
 SACCOs� 6DYLQJV�DQG�&UHGLW�&RRSHUDWLYHV
 SADC� 6RXWKHUQ�$IULFDQ�'HYHORSPHQW�&RPPXQLW\
 SARB� 6RXWK�$IULFDQ�5HVHUYH�%DQN
 SLB� 6WDQGDUG�/HVRWKR�%DQN
 SME� 6PDOO�DQG�0HGLXP�6L]HG�(QWHUSULVHV
 SUFIL� 6XSSRUW�IRU�)LQDQFLDO�ΖQFOXVLRQ�LQ�/HVRWKR
 TA� 7HFKQLFDO�$VVLVWDQFH
 VSLA� 9LOODJH�6DYLQJV�DQG�/RDQ�$VVRFLDWLRQ�
 WBSI� :RUOG�6DYLQJV�%DQN�ΖQVWLWXWH

List of Abbreviations and Acronyms



Making Access Possible

1

Contents
ABOUT MAP Lesotho ...............................................................................................................................3

List of Abbreviations and Acronyms .....................................................................................................4

MAP in Lesotho .........................................................................................................................................3

&URVV�FXWWLQJ�GULYHUV�RI�ȴQDQFLDO�LQFOXVLRQ..........................................................................................3
3.1. Segmenting the market ........................................................................................................ 5

The Lesotho consumer ............................................................................................................................5

2YHUYLHZ�RI�ȴQDQFLDO�VHFWRU�LQVWLWXWLRQV .............................................................................................8
5.1. Directly improve household welfare through efficiency gains and risk mitigation...... 9

)LQDQFLDO�LQFOXVLRQ�SULRULWLHV ..................................................................................................................9
5.2. Take small steps towards enhanced growth through highly targeted 
 productive credit and inward investment promotion ..................................................... 10
5.3. Leverage financial sector intermediation to support investment and growth ............ 13

Endnotes ..................................................................................................................................................15

Going forward  ........................................................................................................................................15
Bibliography based on MAP Lesotho diagnostic document: .................................................. 16

%LEOLRJUDSK\ ............................................................................................................................................16



Breakdown of 
Financial Access 
in Lesotho by 
Product Market

16.6% of adults borrow from a 
formal institution
419,289 adults are members of 
burial societies
34.4% of adults save with a 
IRUPDO�ȴQDQFLDO�VHUYLFH�
provider
17% of adults save in cash at 
home
62% of adults have access to 
some form of insurance
ATM withdrawals account for 
89% of the total number of 
formal transactions

PRIORITY AREAS 1: DIRECTLY 
IMPROVE HOUSEHOLD WELFARE 

THROUGH EFFICIENCY GAINS AND 
RISK MITIGATION

33% of Basotho adults cited bank 
charges as a primary consideration as to 

whether to open a bank account

PRIORITY AREA 2: TAKE SMALL STEPS 
TOWARDS ENHANCED GROWTH 

THROUGH HIGHLY TARGETED 
PRODUCTIVE CREDIT AND INWARD 

INVESTMENT PROMOTION
Only 10.4% of SMMEs and 7.7% of 

farmers have access to formal credit.

PRIORITY AREA 3: LEVERAGE 
FINANCIAL SECTOR INTERMEDIATION 

TO SUPPORT INVESTMENT AND 
GROWTH

As many as 400,000 Basotho live outside 
the country, a focused migrant worker 

policy could leverage this group for 
increased internal investment. 

Key facts
Lesotho has a  GDP of 

USD 2.3 billion

GDP per capita is $1,289

With 2.09 million people, 
Lesotho’s population is 

one of the smallest 
in SADC

2.3% of adults have a 
tertiary education

69% of adults are 
estimated to live in 

rural areas

69.8% of adults are 
estimated to have access 

to a mobile phone

Remittances constitute 
22.6% of Lesotho’s GNP

Namibia
Qatar

Macedonia
Lesotho
Slovenia

Latvia
Botswana

141
142
143
144
145
146
147

      2.35m

     2.26m

    2.11m

 2.09m

 2.08m

2.04m

2.04m

Financial Inclusion 
Priorities

Overview of 
Financial Access in 
Lesotho

61% of adults reported to use at 
OHDVW�RQH�ȴQDQFLDO�VHUYLFH�IURP�D�
IRUPDO�ȴQDQFLDO�VHUYLFH�SURYLGHU��

53% of those formally included 
have more than one formal product

70% of those formally included 
have an informal product as well

62% of the adult population use 
LQIRUPDO�ȴQDQFLDO�VHUYLFHV

20% of adults make use of 
informal services only

2
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MAP in Lesotho

Cross-cutting drivers  
RI�ȴQDQFLDO�LQFOXVLRQ

Why focus on financial inclusion? Financial inclusion 
is achieved when consumers across the income 
spectrum in a country can access and sustainably use 
financial services that are affordable and appropriate 
to their needs. The MAP approach pursues financial 
inclusion not in and of itself, but in support of 
enhanced welfare and an impact on the real economy, 
namely those activities that contribute to GDP and 
economic growth2. Economic theory3 suggests that 
financial intermediation can fuel real economy impacts 
at the macroeconomic level by mobilising savings for 
investment purposes (including capital allocation 
for business development), reducing transaction 
costs and increasing efficiency, thereby contributing 
to employment generation and growth. At the 
microeconomic or household level, financial inclusion 
can impact people’s welfare directly by reducing their 
transaction costs, enabling them to more efficiently 
manage risks, allocating capital for productive use 
and supporting the accumulation of wealth over time. 
Financial services can also facilitate access to core 
services, such as health or education. This can impact 
growth directly, by triggering service sectors, as well 
as indirectly, by enhancing productivity. 

Why conduct MAP in Lesotho? In August 2013, The 
Government of Lesotho, via the Ministry of Finance, 
formally requested the implementation of MAP in 
Lesotho. This commitment followed a presentation 
of MAP to the Ministry of Finance, the Ministry of 
Development Planning and the Central Bank of Lesotho 
on 31 July 2013. MAP acknowledges and builds on the 
financial inclusion research conducted in Lesotho to date, 
including the Support for Financial Inclusion in Lesotho 
(SUFIL) and RUFIP (Rural Financial Intermediation 
Project) programmes and, importantly, the Financial 
Sector Development Strategy (FSDS). The intended 
outcome of the MAP diagnostic in Lesotho is to facilitate 
the development of a comprehensive financial inclusion 
roadmap to align stakeholders and resources around 
agreed key priorities. This report forms the evidence base 
for the stakeholder process towards the development of 
such a roadmap. The MAP roadmap will not replace the 
FSDS, but will build on it and focus the menu of FSDS 
recommendations into a set of key priority activities 
informed by the target market context and needs.

The MAP project is formally hosted by the Ministry of 
Finance, with the cooperation of the Central Bank of 
Lesotho. A MAP Task Team has been formed to oversee 
the MAP diagnostic and roadmap development process. 
The MAP Task Team, chaired by the Ministry of Finance, 
is accountable to the FSDS Implementation Committee.

The value of MAP. MAP puts the demand-side perspective 
– the customer and his/her needs – at the core of the 
analysis and recommendations. The adult population 
is segmented into groups of individuals with similar 
profiles and needs that could form discrete target markets 
for financial services. With the target markets in mind, 
the rest of the analysis then seeks to identify which 
institutions currently serve which segments of the market 
through which services, as well as what the potential and 
gaps are for enhanced provision. The analysis is informed 
by the realities of the context of the country and ultimately 
seeks to meet the policy objective of financial inclusion as a 
tool to improve welfare and poverty alleviation. The strong 
demand-side focus and the segmentation tool employed 
enables MAP to identify the needs of specific groups of 
consumers, rather than treating all individuals alike. 
This creates the opportunity to identify more specifically 
targeted actions and to prioritise those which will have the 
largest impact on overall consumer welfare. Furthermore, 
MAP looks at financial inclusion across all four product 
markets: credit, savings, payments and insurance; which 
allows for a holistic analysis of the financial sector, taking 
into account the inter-linkages between product markets.

Entrepreneurship, farming important to livelihoods. 
The small size of the economy and limited industrial base 
means that, though most micro businesses are survivalist 
in nature and most farmers operate on a subsistence 
basis, entrepreneurship and farming nevertheless fulfil 
an essential role in generating livelihoods. 

Strong collective functioning creates social resilience 
and supports financial inclusion. Community-based/
collective financial services are a preferred way of 
functioning in society, rather than just a stop-gap 
measure in the face of formal exclusion. They not only 
extend the access frontier, but also fulfil an important 
social support role. There is limited indication of 
consumer protection concerns among small, community-
based unregulated providers. Where consumer 
protection concerns have arisen, it is in larger financial 
service cooperatives or burial societies where the link 
to community-based self-management is broken. This 
contrasts to negative perceptions of formal financial 
institutions in light of high charges, as well as a history of 
failed state financial institutions. 

Cultural factors, poor health impact financial 
decisions. The cultural prominence of a decent burial, 
along with strong social structures has led to Lesotho 
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having a very high penetration of funeral insurance, both 
formal and informal. Furthermore, the impact of poor 
health, largely due to high HIV/AIDS prevalence, is evident 
on household structures and creates unconventional 
intergenerational financial responsibilities (with 
grandparents for example looking after grandchildren, 
rather than being looked after by their own children). 
The health situation creates an imperative for targeted 
financial services (be it savings, credit or insurance) as 
a coping mechanism, as well as for low-cost payment 
mechanisms in order to send money to those affected.

Extensive regional integration impacts livelihoods 
and financial inclusion profile. The close link with 
South Africa makes it unsurprising that Lesotho has a 
high degree of financial integration with South Africa. 
This includes: sharing a currency, exchange rate and 
monetary policy; partially integrated capital markets 
and payments systems; a banking system that is closely 
integrated with that of South Africa; a high level of 
cross-border remittances (largely inward); and cross-
border trade in financial services. Migrant labour has a 
central impact on household structures and livelihood 
activities. Those dependent on others for their main 
income source is the single largest target market segment, 
whilst many other adults also receive remittances as 
an additional source of income. Apart from the direct 
impact of remittances, the large migrant population also 
creates scope for other financial services targeted at the 
migrant worker population, such as repatriation funeral 
insurance and cross-border payment of dependants’ 
insurance premiums, retirement or other long-term 
savings, or cross-border payment of loans.

Financial Inclusion is a key policy objective. A strong 
financial inclusion commitment by government is 
manifested in various ways. Financial inclusion and 
access to finance are an explicit component of the 
National Strategic Development Plan. The Government 
has been actively collaborating with UNCDF and IFAD to 
establish the Support for Financial Inclusion in Lesotho 
(SUFIL) and Rural Financial Intermediation Program 
(RUFIP) projects. The Financial Sector Development 
Strategy (FSDS), approved by Cabinet in 2013, has 
financial inclusion as a major component. The objective of 
enhancing financial inclusion is to reduce vulnerability 
and increase income in the wider economy, thereby 
impacting on poverty reduction, employment and growth 
and, ultimately, enhancing welfare.

Generally enabling environment, but isolated 
regulatory provisions impact inclusion. A number 
of policy and regulatory dots are being connected to 
fill historical gaps. This includes the preparation of the 
FSDS, the 2012 Financial Institutions Act, the Credit 
Reporting Act, the new Payment Systems Act and the 
new Insurance Act (the latter two both forthcoming). 
Though the regulatory framework as a whole does not 

pose significant access barriers, there are nevertheless a 
few key constraints. Most notable is the fact that there is 
no KYC threshold limit for bank accounts (as is the case 
for mobile money), that there are differential regulations 
regarding the requirements for banking and mobile 
agents and that MNOs are not currently allowed to pay 
interest on deposits. This creates a non-level playing field 
between these institutions.

Regulatory hiatus creates uncertainty. In addition, 
the implementation of new legislation and the 
ability of financial institutions to take advantage of 
new opportunities are being held up by the lack of 
regulations needed to give effect to the legislation. 
Furthermore, the weakness of regulation for financial 
services provision by cooperatives has led to prudential 
concerns, and consumer protection concerns have 
arisen with regard to moneylenders under the old 
Money Lenders Act. More generally, even where 
regulations relating to financial services provision exist, 
enforcement has been patchy, leading to uncertainty and 
the persistence of undesirable practices. 

Small financial sector limits potential for economies 
of scale. The number of formal financial institutions is 
small, there are limited formal non-bank credit providers 
and no providers of productive credit to SMMEs. This 
results in relatively high use of expensive and short-term 
informal credit vis-à-vis formal alternatives. This in 
part reflects the small size of the economy, in absolute 
terms, which limits the potential for economies of scale. 
It is also striking that bank lending is – or at least was 
until recently – quite limited. Historically, banks have 
exhibited low loan-to-deposit ratios, with the largest 
balance sheet asset being deposits with South African 
parent companies. Banks have therefore been perceived 
as unadventurous, and ineffective at intermediating 
savings mobilised in Lesotho into lending to local firms 
and households. However, this is now changing.

Mobile money particularly relevant in a remittance 
economy. The advent of mobile money is an important 
development that offers the prospect of an increasingly 
broad range of financial products that overcome 
traditional distribution challenges related to the 
topography of the country and the size of the financial 
sector footprint. There has been very quick and high 
initial uptake and a substantial proportion of users 
are active: more than 500,000 Basotho have subscribed 
to mobile money with one of the two mobile money 
providers: Econet (EcoCash) and Vodacom (M-Pesa), 
despite the product only first being introduced in 
September 2012. Importantly, this offers a means 
of overcoming the very high costs of using physical 
channels, such as bank branch networks, to deliver 
financial services cost-effectively to the rural population. 
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Despite the challenges outlined 
above, the FinScope 2011 survey 
showed that Lesotho has a very high 
level of access – the highest among 
all 15 countries in which FinScope 
surveys had been conducted by 2011. 
Only 19% of Lesotho adults are not 
financially served (compared to 27% 
in South Africa, 31% in Namibia, 33% 
in Botswana and 37% in Swaziland). 
This high level of inclusion is driven 
by very high usage of insurance, 
primarily funeral insurance 
(formal as well as informal), 
which is used by 62% of adults. 
38% of adults have a bank account 
and a further 23% have another 
form of formal financial service. 
This means that 61% of Lesotho 
adults are formally included. A 
further 20% are only served by 
informal financial services.

Informal usage is very important. 
In total, 62.4% of the adult population 
use informal financial mechanisms, 
spread across informal savings, 
insurance and credit. 

Urban skew. The usage of all of the 
financial products is higher in urban 

)LJXUH����1DWXUH�RI�ȴQDQFLDO�VHUYLFHV�XVDJH
Source: FinScope, 2011

3
The Lesotho  
consumer

with poor infrastructure, means that 
there are substantial access barriers 
for the two thirds of adults who live 
in rural communities. This would 
suggest that the scope for further 
penetration at scale is limited.

3.1. Segmenting the market

To understand the nature and 
dynamics of uptake and usage of 
financial services by different 
population segments, the adult 
population was divided into six target 
market segments, classified mainly 
based on primary source of income. 

• The salaried workers consist 
of adults that are formally 
employed with a regular monthly 
salary; this includes those 
employed in the private sector 
as well as the public sector.

• Private dependants consist of 
adults and young people that 
receive income from spouses, 
parents, guardians or other 
household members. These 
include those who receive money 
from Basotho working in South 
Africa and other countries.

• Government dependants represent 
adults that reported receiving 
a government pension or grant 
as their main income source. 
Specifically, this included those 
that receive child or foster care 
grants, disability grants and 
old age pensions, with the latter 
being the biggest sub-group.

• The small business owners 
include all adults who are self-
employed or own and operate an 
enterprise as their main source 
of income. This would include 
street vendors or hawkers.

• The piece job workers consist of 
adults that rely on low-wage jobs, 
that is, piecework or casual labour.

• The farmers represent adults that 
rely on income from agricultural 
related activities, mainly small-
scale farmers, but also including 
adults that rent out livestock or 
equipment for farming purposes.

The diagram to the right summarises 
the profile of each segment:

areas, apart from insurance which 
has relatively even access between 
urban and rural areas. 

Broadly served population. In 
contrast with many other countries, 
people are furthermore fairly broadly 
served, that is, they tend to have more 
than one financial service. Apart from 
bank accounts, this is driven by the 
fairly widespread usage of insurance 
products, notably burial society 
membership and funeral undertaker 
cover, as well as the penetration 
of savings clubs and informal 
remittances. 70% of those who are 
formally included have an informal 
product as well, 53% of those who are 
formally included have more than 
one type of formal product and 52% 
of the informally included have more 
than one type of informal service. The 
biggest gaps in formal penetration are 
in credit and remittances.

Socio-economic and physical 
conditions limit scope for absolute 
increase in number of formally 
included. Dependants, survivalist 
entrepreneurs, farmers and those who 
do piece jobs or casual labour make up 
the lion’s share of adults. Their very 
low and irregular income profiles 
challenge formal eligibility, especially 
for credit. Furthermore, the country’s 
geography and topography, combined 

Broadly served

Thinly served

Informal only

Friends, family, self or 
ȴQDQFLDOO\�H[FOXGHG

of adults access financial services 
only from informal institutions

of adults meet their financial needs 
through family, friends or self only 
or do not access financial services

of adults access more than 
one financial service froma 
formal institution

~32%

of adults access only one financial 
service from a formal institution

~29%

~20%

~20%
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)LJXUH����7DUJHW�PDUNHWV�IRU�ȴQDQFLDO�LQFOXVLRQ�LQ�/HVRWKR
Source: FinScope, 2011
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Salaried workers are well-served and 
unlikely to be a priority for financial 
inclusion. However, their potential to 
serve as an entry point for productive 
or asset-based finance for family and 

friends who cannot meet eligibility requirements 
can be explored. Their role in supporting the private 
dependent segment means that they could benefit from 
enhanced remittance services.

Private dependants are surprisingly well-
served. The biggest need is for enhanced 
access to low-cost, convenient remittance 
options, domestic as well as cross-border. 
Furthermore, there is a gap in terms of 

savings penetration. The qualitative research suggests that 
many want to leverage and grow their remittance income 
through productive activities, but the low penetration of 
formal credit suggests that most people are unable to meet 
the eligibility requirements.

Piece job workers have a comparatively 
high usage of friends and family to send 
and receive money, which suggests that 
remittances fulfil an important role for 
them, even if it is not their main income 

source. This suggests a need for cost-effective, accessible 
remittance services. Their irregular, low incomes make 
them unlikely formal credit or insurance clients, but 
there is scope to increase the reach of savings vehicles 
to store value in between jobs. Collective vehicles such 
as burial societies and savings clubs may be best placed 
to serve their needs given their limited ability to meet 
formal eligibility requirements.

Small business owners are largely 
survivalist in nature (making ends meet, 
rather than running growing businesses). 
This suggests a larger need for financial 
services to help them manage their risks, 

smooth their consumption over time, cost-effectively 
make payments and send and receive money, than for 
productive credit. However, the minority of aspirational 
businesses would benefit from increased access to 
productive credit.

Government dependants’ relatively 
high usage of financial services is mostly 
a function of funeral cover, burial 
society and savings club membership. 
Furthermore, many tend to borrow 

informally. Their biggest financial services needs would 

therefore seem to be well-served informally at the 
community level – a role that should be acknowledged 
and leveraged. The main formal financial inclusion gain 
in this market stems from ensuring access to a low-cost, 
convenient payment mechanism for receiving grants. 
Given their widespread role as guardians of orphaned 
children, there is also a need for accessible targeted 
savings products (such as for education) and health 
insurance solutions to strengthen them in this role.

Farmers’ average income and level of 
inclusion suggests that many of them 
are already fairly enterprising, or at 
least that there’s a sub-set of more 
commercial farmers with potential 

for further growth. For them, it would be important 
to improve access to targeted agricultural finance. 
Furthermore, the seasonal nature of farming income 
suggests a need for savings towards not only consumption 
smoothing, but also farm inputs and assets such as 
livestock. There is a possible role for low-value input 
finance for smaller farmers. Their mostly rural nature 
challenges distribution through traditional channels 
and highlights the importance of working through 
agro-business networks or agricultural associations.

Given the traditional importance of migrant labour in 
Lesotho, a seventh group was added, namely non-resident 
Basotho. Though they are not captured in the FinScope 
survey, they nevertheless fulfil an important role in 
supporting dependants in Lesotho.

Non-resident Basotho’s primary need 
is to save and send money home. For 
mineworkers, there is an established 
mechanism to do so through the TEBA 
recruitment agency. With the mineworker 

numbers dwindling, however, this is no longer a 
mainstream solution. It therefore raises questions of 
informal workers’ access to the banking system in South 
Africa, as well as the scope for alternative cross-border 
remittance channels. Another important need is for 
longer-term savings and asset accumulation in Lesotho, 
on the assumption that migrant workers would want 
to eventually retire in Lesotho. On the same premise, 
they would have a need for funeral insurance that 
would include repatriation of the body. They may also 
be interested in paying for financial products such as 
insurance or education endowment policies for their 
dependants in Lesotho.

“Small business owners are largely survivalist in nature  
(making ends meet, rather than running growing businesses).”

100
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The institutional landscape is illustrated below in Figure 3: 

4 2YHUYLHZ�RI�ȴQDQFLDO� 
sector institutions

)LJXUH����0DSSLQJ�RI�/HVRWKR�)LQDQFLDO�6HFWRU


Market dominated by the banks. 
There are four licensed banks: 
Standard Lesotho Bank (SLB); 
Nedbank Lesotho; FNB Lesotho and 
Lesotho PostBank (LPB). They are the 
largest players in the financial sector, 
with combined assets equivalent to 
42.3% of GDP. Figure 3 illustrates the 
relative lack of major formal non-
bank credit, savings and payments 
providers. There are 8 credit-only 
MFIs, but only Letshego has reached 
any substantial size as well as 154 
formal moneylenders but each of 
these remain relatively small. Lesotho 
also has a large number of savings 
and credit co-operatives (SACCOs) 
registered under the Co-operatives 

Act but only one large financial co-
operative, Boliba Savings and Credit. 

Insurers have achieved substantial 
penetration. Though there are only a 
limited number of insurers, FinScope 
(2011) indicates that 37% of adults 
have formal insurance. This is very 
high compared to peer countries.

Variety of informal providers. The 
main informal institutions are burial 
societies, informal lenders (called 
machonisa) and savings groups. 
Funeral undertakers registered with 
the Ministry of Trade and Commerce, 
but not regulated for insurance 
purposes, are also important players. 

Given the remoteness of many rural 
communities in Lesotho, accessing 
formal financial services is both 
difficult and expensive, increasing 
the importance of informal providers 
to supply credit, a safe place to save 
and earn a return and to pool risk, 
such as through burial societies. 
The vast majority of remittances are 
also sent through informal channels 
such as with friends or family. 
An indication of the importance 
of informal provision of financial 
services is that in total 62.4% of 
Basotho adults access financial 
services from informal providers.

History of failures of public financial 
institutions. The financial sector has 
experienced a number of problems of 
fraud, insolvency and mismanagement 
over the years, which may have 
contributed to a low level of trust in 
formal financial institutions. The 
state owned Lesotho Bank had to be 
liquidated and sold in the late 1990s due 
to prolonged and excessive losses. The 
Lesotho Agriculture Development Bank 
was closed in 2000 for similar reasons. 
The Lesotho National Development 
Corporation (LNDC) also had to cease 
operations as a provider of finance 
due to losses4. More recently, the 
Government established the “Block 
Farming” loan guarantee scheme in 
2006, whereby bank loans to farmers 
consolidating their land into larger 
farming “blocks” were fully guaranteed 
by the Government. However, virtually 
none of the loans were repaid and the 
cost to Government ran into hundreds 
of millions of maloti. 

In the private sector, a large-scale 
pyramid scheme grew out of a funeral 
services company (MKM) in 2007/8. 
Several hundred thousand Basotho 
were enticed to “invest” by promised 
returns of up to 60%, and most of them 
lost their money when the inevitable 
collapse came.


�ΖQ�WKLV�GLDJUDP��VXSHUYLVHG��WKH�LQQHUPRVW�FLUFOH��UHIHUV�WR�HQWLWLHV�ZKRVH�ȴQDQFLDO�VHUYLFHV�PDUNHW�DFWLRQV�DUH�DFWLYHO\�
PRQLWRUHG�E\�WKH�VXSHUYLVRU��5HJXODWHG�EXW�XQVXSHUYLVHG�UHIHUV�WR�HQWLWLHV�IRU�ZKLFK�VFRSH�LV�SURYLGHG�WKURXJK�UHJXODWLRQ�WR�
EH�VXSHUYLVHG�DQG�PD\�KDYH�D�IRUPDO�OLFHQVH�EXW�DUH�QRW�DFWLYHO\�PRQLWRUHG��GXH�WR�D�ODFN�RI�VXSHUYLVRU\�FDSDFLW\�RU�FRQȵLFWV�
EHWZHHQ�HQWLWLHV�DV�WR�ZKR�LV�UHVSRQVLEOH�IRU�VXSHUYLVLRQ��8QUHJXODWHG�HQWLWLHV�DUH�QRW�IRUPDOO\�UHJLVWHUHG�RU�OLFHQVHG�DQG�IDOO�
RXWVLGH�WKH�VFRSH�RI�UHJXODWLRQ��HLWKHU�EHFDXVH�WKH\�RSHUDWH�LOOHJDOO\�RU�EHFDXVH�WKH\�DUH�QRW�FRYHUHG�XQGHU�H[LVWLQJ�UHJXODWLRQ��
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“The financial access box has been ticked”. The picture 
painted in the discussion above is one of a poor, but not 
indigent population, largely thanks to social support 
structures and remittances. Self-provision through 
collective structures generally works well at community 
level, but where government or donors have implemented 
subsidised development credit programmes or formed 
collective savings and credit groups, sustainability has 
often been lacking. Though each target market segment 
still has a number of financial service needs, the adult 
population is on the whole already broadly served by 
financial services. However, the kind of financial services 
that people use (including high-cost bank accounts, 
low-value community or home-based savings, high-cost 
informal loans, funeral cover and informal remittances) 
are not serving to lift them out of poverty, but are merely 
helping them to “get by”.

Rethinking the role of financial inclusion. The 
conclusion is that financial access measured in terms of 
uptake is not the issue in Lesotho. Thus the focus should 
not be on how to extend the reach of financial services. 
The bigger question is: how can financial services be 
leveraged or re-engineered to more effectively alleviate 
poverty and support economic growth? This calls for 
a highly targeted roadmap that focuses on the “biggest 
marginal gain” activities from a consumer needs and 
welfare perspective.

“Don’t fix what isn’t broken”. The summary of target 
market needs above has shown that these “biggest marginal 
gain” areas do not relate to the formalisation of savings 
clubs or burial societies. Most segments are already well 
served by collective mechanisms and community-based 
structures are working with a level of efficiency that, 
given the level of income generated from the real economy, 
migrant income and farming, allows for a minimum level 
of household welfare. Thus a formalisation drive outside 
of large-scale financial cooperatives would be misplaced 
as a financial inclusion roadmap priority (though ongoing 
monitoring to pick up on potential consumer protection 
concerns when they arise is of course advisable). Neither 
should it be a priority to form further village-level groups 
through external intervention. 

When filtering the financial inclusion priorities through 
the lens of actions most likely to contribute to poverty 
alleviation and economic growth as well as meet key 
target market needs, three core priorities arise:

1. Directly improve household welfare through 
efficiency gains and risk mitigation

2. Take small steps towards enhanced growth through 

highly targeted productive credit and inward 
investment promotion

3. Leverage financial sector intermediation to support 
investment and growth

Below, each is unpacked in turn.

5.1. Directly improve household welfare through 
HɝFLHQF\�JDLQV�DQG�ULVN�PLWLJDWLRQ

It is clear from the target market needs discussion above 
that most households can benefit from efficiency gains in 
the financial services that they engage with. This strategy 
has three prongs:

a. Lowering transaction costs and enhancing the range 
of low-cost savings options. The analysis shows that 
high charges in the banking sector lead to negative 
customer perceptions and use of bank accounts merely 
as “mailbox accounts”, rather than as a transaction 
or savings tool. The target market analysis indicates 
a need for accessible, low-cost savings options across 
target markets – for a short-term store of value for 
remittances received, but also longer-term goal-
orientated savings products, e.g. towards education 
or for health or other emergencies. Facilitating lower-
cost, more accessible savings options and transaction 
accounts can therefore have direct welfare benefits. 
However, it must be recognized that such efficiency 
gains, while not negligible, will not provide a silver 
bullet out of poverty. It can only be a contributing 
factor on the gradual path to economic development. 

Potential actions in this regard include:

• Facilitating the continued growth of mobile 
money. Uptake of mobile money has been swift and 
significant since its introduction as it allows low cost 
payments and money transfers. To come into its own 
as a store of value, it should be allowed to pay interest. 
Furthermore, explicitly educating customers through 
the sales process on how to use the product may help 
people overcome any aversion to new technology, 
whilst creating an ecosystem of goods and services 
that can be purchased directly with mobile money will 
increase the velocity of mobile money in the system 
and improve the overall value proposition of the 
product for consumers. 

• Enhanced non-bank competition to impact on 
incentive structures. Lesotho’s banks are both 
relatively high cost and highly profitable. The high 
profits are driven by high fees as well as high lending-
deposit spreads, which in turn are driven mainly by a 
relatively low cost of deposits. This suggests that there 
is scope for Lesotho’s banks, if incentivised, to pay 
higher interest on deposits and reduce fees. While this 
would reduce income, bank profitability would still 
remain high by international standards. Increasing 

5 )LQDQFLDO�LQFOXVLRQ�
SULRULWLHV
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competition from MNOs, including allowing them to 
pay interest on deposits, and stemming from their 
lower transactions fees may act as this incentive for 
banks to reduce their fees.

• Greater disclosure of fees. In addition to the above 
strategy, more explicit monitoring and benchmarking 
of fee structures by the regulator, enhanced 
transparency/disclosure requirements regarding 
charges, or a form of industry code on disclosure 
practices can all serve to bring down user costs. This 
also includes a greater focus on targeted marketing by 
the banks. For example, despite being widely perceived 
as high cost, the entry level savings products offered 
by SBL and FNB actually offer marginally better value 
than mobile money products for low value savings.

• More efficient government payments. Efficiency 
gains can be had by converting bulk cash disbursals 
(such as grant payments) into electronic transactions 
through the banking sector or mobile money. While 
doing so will face many challenges, notably the lack 
of access to cell phones by government dependants 
and agent liquidity constraints in rural areas, this is 
an option to leverage state resources for household 
efficiency gains that is at least worth exploring. 

b. Facilitating low-cost domestic and cross-border 
remittances. More accessible, cheaper domestic as 
well as cross-border remittances will represent a direct 
welfare gain for all of the target market segments – 
either as senders or receivers. Potential actions in this 
regard include:

• Allowing retailer remittances. Facilitating the 
retailer remittance model, set to be piloted in the 2nd 
half of 2014, and extending it to domestic remittances 
and outgoing cross-border remittances and formalising 
the model in regulation for others to adopt if they want 
is a first step. Evidence from South Africa indicates 
that many individuals prefer sending remittances 
through retailers due to greater accessibility, in 
terms of longer opening hours, and the elimination of 
‘doorstep’ barriers (Eighty20, Forthcoming).

• Advocating for lower first-mile barriers to cross-
border remittances. Another important strategy will 
be to work with authorities in South Africa to find a 
way to enable cross-border mobile money payments, to 
enhance access for informal Basotho workers in South 
Africa to the South African banking system and to 
reduce the cost and regulatory requirements of cross-
border banking payments. 

• Active banking strategy to capitalise on informal 
remittance flows. With the introduction of the new 
regional switch, SIRESS, the cost of transferring 
money between countries in the region is substantially 
reduced. The estimated value of informal cross 
border remittance flows from South Africa to 
Lesotho annually constitutes 22% of total current 
bank deposits. Given that these banks may become 
increasingly competitive for deposits due to the 

current trend of rising credit provision, the informal 
remittances represent a substantial opportunity for the 
banks to substantially increase their deposits.

c. Enhancing risk mitigation beyond funeral cover. Most 
Basotho adults already have funeral cover. While funeral 
cover enables decent burials and prevents households 
from incurring debt or drawing down savings when faced 
with funeral expenses, it is a sunk expenditure that does 
not provide a return in terms of the wealth of the family 
and, hence, does not directly lift people out of poverty. 
To achieve this objective, the product suite accessible to 
the low-income market would need to be broadened to 
life insurance that can, for example, pay for dependants’ 
education. Most notably, the context and demand-side 
analysis suggests vulnerability to especially health risks 
for which there are currently limited, if any, insurance 
solutions. Given the dearth of current health insurance 
options and the severe accessibility challenges, extending 
the reach of health insurance will be very challenging 
and may not be a feasible first-order priority. It would 
require out of the box thinking regarding cover other than 
comprehensive inpatient cover (including the so-called 
hospital cash plan cover already introduced in Lesotho), 
as well as regarding distribution on a group basis. 
Consideration should be given to the scope for bundling of 
funeral cover (with which the market is familiar enough 
to create a spontaneous demand) with other elements 
such as life and health in order to ensure uptake. Another 
important consideration given qualitative demand-side 
feedback is the need for capacity building, benefit design 
and better service offerings of existing funeral insurance 
providers. Lastly, more specific analysis is needed on the 
parameters to be included in microinsurance regulations.

5.2. Take small steps towards enhanced growth 
through highly targeted productive credit and 
inward investment promotion

Specifically target credit at aspirational SMMEs and cash-
generating farmers. As discussed, the small economic 
and industrial base means that individual entrepreneurs, 
farmers and small businesses fulfil an important role 
in supporting livelihoods, even if the more aspirational 
among them represent only a small group and most are 
survivalist in nature. Simply providing access to finance 
is unlikely to grow SMMEs and farmers at scale or position 
them as growth points for the economy at large. This 
would in the first instance require a conducive trading 
and enabling environment, as well as support structures 
regarding business fundamentals (as for example already 
pursued through BEDCO). The effective provision of other 
financial services, including savings, payments and 
insurance, to SMMEs is also critical to their development 
(see Box 1). Neither would the bulk of microenterprises and 
small-scale farmers be viable credit clients. Nevertheless, 
access to productive credit can benefit a small, but 
important subset of small business owners and farmers.
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Access to savings important 
for SMME development
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The benefits of a  
full-service approach
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BOX 1:  
Comparative international examples:  
a holistic take on SMME-targeted financial services

Leverage the private sector. Historical experience 
suggests that government-subsidised programmes 
are not the way to achieve sustainable access to 
productive credit. Rather, targeted private sector 
strategies are needed to provide finance to distinct 
pockets of enterprising entrepreneurs. Banks are 
already extending more credit; the imperative now is 
to capitalize on the growth in the credit market and 
multiply it through the economy. This should be done 
by identifying specific viable sub-sets of productive 
credit clients at a sectoral basis. To do so, at least three 
strategies can be considered:

• Targeted market research. The qualitative and 
quantitative demand-side analysis conducted for this 
report did not allow scope for specific research on the 
profile and needs of specific sub-sets of aspirational 
entrepreneurs and farmers to inform product design, 
distribution strategies or the policy response. This calls 
for targeted market research on SMMEs and farmers, 
focusing on specific, promising sub-sectors, to get a 
more dedicated understanding of their realities and 
finance needs, as well as the value chain aggregators 
and other networks with potential to reach them. 
This does not need to entail a fully-fledged FinScope 
small business survey, but can be tailored to obtain 
information most useful to inform the roadmap. 

• Tailored product design. The credit needs of both 
farmers and SMMEs will tend to be long-term in 

nature. Should they move from their current tendency 
to use informal credit to formal credit sources, they 
will benefit not just from the reduced cost of credit 
but also the longer-term nature of loans. The fact 
that there is no de facto credit interest rate cap in 
Lesotho facilitates the design of formal products to 
the SMME market, as players can price for the higher 
risk associated while still competing favourably with 
informal interest rates. However, these products 
should also be designed to meet the specific needs 
of the consumer. For example: a small business may 
need an initial repayment holiday in order to allow the 
business to achieve profitability whilst the repayment 
terms of agricultural loans should reflect the 
seasonality of farmers’ incomes. At least one bank, SBL, 
has started to develop products specifically targeted at 
the SMME market and

• Leverage existing channels. Targeting defined groups 
of SMMEs and farmers requires a rethink of the role 
and mechanisms of delivering credit. Potential actions 
include working through existing networks in key 
markets. For example: targeting the estimated 28,000 
wool producers through agricultural associations such 
as the Lesotho National Wool and Mohair Growers’ 
Association, to name just one example. Where relevant, 
government could leverage its involvement in value 
chains to incentivise private financial institutions 
to engage (for example by tendering access to the 
government wool shed system). 
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A focused SMME 
payments provider
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Flexible input credit
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SURYLGHV�LQWHUHVW�IUHH�FUHGLW�IRU�XS�WR�
��PRQWKV�WR�IDUPHUV�ZLVKLQJ�WR�EX\�
DJULFXOWXUDO�LQSXWV��7KH�LQWHUHVW�IUHH�
SHULRG�WDNHV�DFFRXQW�RI�WKH�ORQJ�ODJ�
EHWZHHQ�IDUPHUVȇ�GHPDQG�IRU�LQSXW�
FUHGLW�DQG�WKHLU�UHWXUQ�RQ�LQYHVWPHQW��

6RXUFHV��KWWS���ZZZ�]RRQD�
FR�]D���0LFURȴQDQFH�6HUYLFHV�
3W\�/WG�DQG�&HQIUL������

BOX 2:  

Comparative international examples: 
tailored SMME and farmer products

1HGEDQN�DQG�6('&2�SDUWQHUVKLS�
LQ�6ZD]LODQG�DLPHG�DW�LPSURYLQJ�
DFFHVV�WR�FUHGLW�IRU�600(V

1HGEDQN�6ZD]LODQG�KDV�SDUWQHUHG�
ZLWK�6('&2��6PDOO�(QWHUSULVHV�
'HYHORSPHQW�&RPSDQ\�/LPLWHG���WKH�
JRYHUQPHQW�IXQGHG��DSH[�WUDLQLQJ�
DQG�VPDOO�EXVLQHVV�GHYHORSPHQW�
RUJDQLVDWLRQ�LQ�RUGHU�WR�LQFUHDVH�LWV�
ORDQV�WR�600(V��7KH�DUUDQJHPHQW�
LV�VXFK�WKDW�6('&2��DIWHU�ZRUNLQJ�
ZLWK�600(V�LQ�WHUPV�RI�WUDLQLQJ�
WKHP�DQG�KHOSLQJ�WKHP�WR�GHYHORS�

Where SMMEs are concerned, the scope for distribution 
of credit through sectoral networks should be 
investigated, even if their reach is limited. This could 
include relevant associations, for example cross-border 
traders or taxi drivers5. A dedicated stock-take is 
needed of the landscape of SMME networks and supply-
chains to identify those linkages with most capacity. 
Box 3 below discusses some examples credit provision 
through existing networks.

Explicit strategies to leverage inward investment 
by migrant workers. In addition to SMMEs and 
farmers, migrant workers can be targeted for 
productive investments in Lesotho. The Moliko Trust 

D�EXVLQHVV�SODQ��ZLOO�SDVV�RQ�WKH�
PRVW�SURPLVLQJ�FDQGLGDWHV�WR�
1HGEDQN��+RZHYHU��WKHVH�600(V�
PXVW�VWLOO�FRPSO\�ZLWK�1HGEDQNȇV�IXOO�
UHTXLUHPHQWV�DQG�ULVN�DVVHVVPHQW��

Providing finance to 
Swaziland's cotton farmers

7KH�6ZD]L�FRWWRQ�ERDUG��WKURXJK�
WKH�FRWWRQ�JLQQHU\��SURYLGHV�VHHGV��
FKHPLFDOV�DQG�IHUWLOLVHU�RQ�FUHGLW�DQG�
WKHQ�DXWRPDWLFDOO\�GHGXFW�WKH�FRVWV�
RI�WKHVH�LQSXWV�ZKHQ�WKH�FRWWRQ�LV�

VROG�EDFN�WR�WKH�JLQQHU\��7KH�LQWHUHVW�
UDWH�FKDUJHG�LV������RQ�WKH�YDOXH�RI�WKH�
LQSXWV��7KH�ODFN�RI�HFRQRPLHV�RI�VFDOH�RI�
JURZLQJ�FRWWRQ�PDNH�LW�DQ�LGHDO�FURS�IRU�
ORZ�LQFRPH�6ZD]L�IDUPHUV�ZKR�FDQ�JURZ�
FRWWRQ�SURȴWDEO\�RQ�OHVV�WKDQ��KD��7KLV�
PHDQV�WKDW�WKHVH�IDUPHUV�DUH�XQOLNHO\�
WR�EH�DEOH�WR�D΍RUG�WKH�FDSLWDO�RXWOD\�
XSIURQW�DQG�KHQFH�PDNHV�WKLV�VFKHPH�
SRWHQWLDOO\�FUXFLDO�WR�WKHLU�RQJRLQJ�
RSHUDWLRQV��7KHUH�DUH�FXUUHQWO\�DERXW�
������FRWWRQ�IDUPHUV�LQ�6ZD]LODQG�

6RXUFH��7KRP��HW�DO���������IRUWKFRPLQJ

BOX 3:  
Comparative regional example:  
SMME and agricultural financing initiatives

example, established by the South African National 
Union of Mineworkers (NUM), is indicative of a 
demand for productive credit in Lesotho expressed 
by migrant workers in South Africa. Drawing on 
international experience, a number of strategies 
can be considered for more effectively leveraging 
inward productive investment by migrant workers, 
for example: designing and marketing cross-border 
financial products where the investment is made in 
Lesotho, but the loans are repaid in South Africa; 
utilising cross-border channels such as TEBA to 
distribute loans; and enhancing access to low-cost 
cross-border payment channels to facilitate cross-
border investments.
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&KDVH�%DQN�LQ�.HQ\D�KDV�FRPELQHG�D�QXPEHU�RI�WKH�
SRWHQWLDO�VWUDWHJLHV�GLVFXVVHG�LQ�WKLV�VHFWLRQ�LQWR�RQH�
SURGXFW��7KH�EDQN�R΍HUV�IUHH�WHUP�OLIH�LQVXUDQFH�
WR�WKH�DFFRXQWKROGHUV�RI�WKH�&KDVH�%DQN�'LDVSRUD�
$FFRXQW�WDUJHWHG�VSHFLȴFDOO\�DW�.HQ\DQV�OLYLQJ�RXWVLGH�
WKH�FRXQWU\��7KH�DFFRXQW�LQFHQWLYLVHV�KLJKHU�DFFRXQW�
EDODQFHV�E\�R΍HULQJ�WLHUHG�FRYHU�DV�LQGLFDWHG�EHORZ�

ȏ� $�PLQLPXP�EDODQFH�RI�86�������� 
VHFXUHV�\RX�D�IUHH�EHQHȴW�RI�.VKV��������

ȏ� $�PLQLPXP�EDODQFH�RI�86������� 
VHFXUHV�\RX�D�IUHH�EHQHȴW�RI�.VKV����������

ȏ� $�PLQLPXP�EDODQFH�RI�86�������� 
VHFXUHV�\RX�D�IUHH�EHQHȴW�RI�.VKV����������

ȏ� $�PLQLPXP�EDODQFH�RI�86��������� 
VHFXUHV�\RX�D�IUHH�EHQHȴW�RI�.VKV����������

7KH�EDQN�DOVR�R΍HUV�DFFRXQWKROGHUV�WKH�RSSRUWXQLW\�WR�
SXUFKDVH�FRYHU�IRU�IDPLO\�PHPEHUV�UHVLGLQJ�LQ�.HQ\D�

6RXUFH��&KDVH�%DQN�.HQ\D������

BOX 4:  
Comparative international example:  
Diaspora Term Life Cover with Chase Bank Kenya

�����/HYHUDJH�ȴQDQFLDO�VHFWRU�LQWHUPHGLDWLRQ�WR�
support investment and growth

Financial sector intermediation can support growth by 
leveraging savings for investment purposes. Current 
industry trends suggest that banks may soon place 
greater emphasis on mobilising deposits for on-lending 
purposes. Providing products appropriate to the needs 
of low income and entry level consumers may be less 
profitable for the bank in the short term, but can result in 
long term gains. There are a number of options:

• Reducing costs. Greater formal savings can be 
supported through the strategies set out under strategy 
one above for reducing the cost of formal savings 
and enabling mobile money to play an explicit role in 
deposit mobilisation. 

• Incentivising higher account balances. Given the high 
costs to banks of dormant and low balance accounts, 
incentivising higher account balances is in banks’ 
interest. Tiered accounts with interest rate incentives 
for higher balances are already in place. Due to the 
historically high liquidity of Lesotho’s banks there 
was little competition to mobilise deposits, however 
as bank credit provision has risen sharply in recent 
years, this may change and offering a better price for 
customer’s deposits should help incentivise them to 
maintain higher balances. Another potential strategy is 
to embed free funeral cover based on the deposit value 
maintained in a bank account (thereby using the fact 

that funeral cover is such a strong anchor product in 
Lesotho as a “carrot” to incentivise savings). 

• Facilitating access to savings accounts by revisiting 
eligibility requirements. For regulators, this means 
considering the introduction of a tiered KYC system 
in the banking sphere similar to what is the case for 
e-money, while for banks it means revisiting the need 
for proof of employment or income often required or 
by promoting partnerships between banks and MNOs 
to utilise mobile money as a lower-cost front end for 
mobilising savings accounts

• Targeting groups. Furthermore, offering tailored group 
accounts is a way of leveraging the large funds vested 
in community-based savings and insurance groups for 
formal intermediation in the economy. 

• Incentivise non-resident Basotho to save and invest 
in Lesotho. A final strategy, which aligns with that 
recommended in strategy two above, would be to find a 
way to make it cheaper and more lucrative for migrant 
workers to save in Lesotho than in South Africa. 
Potential strategies that could be considered include 
designing migrant workers savings accounts that offer 
a higher interest rate than such workers would be able 
to earn in South Africa, and then marketing it directly to 
migrant worker populations in South Africa, targeting 
areas with a high Basotho worker concentration or large 
employers. The same would hold for insurance products 
targeting migrant workers (for example including cover 
for body repatriation, or focusing on providing cover for 
dependants in Lesotho). 

Government has a number of options to incentivise 
private sector innovation in this regard, including 
creating a database of foreign workers to which financial 
service providers can gain access for marketing purposes, 
or by offering regulatory incentives or concessions to 
banks that offer such products.

At the front end, a low-cost remittance channel is needed 
that migrant workers can easily access in South Africa 
and that allows them to deposit money straight into their 
Lesotho bank accounts. This would require engagement 
of South African counterparts through the relevant 
platforms under the SADC Financial Integration Protocol 
(refer to strategy one above).

• Selective institutional reforms: Lesotho Postbank and 
Boliba Savings and Credit. LPB has a very large customer 
base and is important for savings mobilization, but plays 
a very limited role in credit provision. Furthermore 
its payments cards are not integrated with those of 
the rest of the financial system, thereby reducing its 
attractiveness to customers. It has been continuously 
unprofitable and dependent upon government 
subsidies, and has suffered from weak governance and 
direction. However, efforts to reform and revive LPB 
are worthwhile. This means reforming its governance 
and clarifying its mandate; developing a viable business 
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plan; upgrading and modernising its payments system; moving to a branchless 
banking platform, and possibly considering an alliance with an MNO.

Boliba has an important customer base among urban low income populations. 
However it has governance problems, has been subject to suspected fraud, and 
has weak supervision. It may be technically insolvent once proper provisioning 
is applied, and depositors funds at risk. To resolve these problems, supervision 
should be transferred from the DoC to the CBL (as per the legal requirements 
of the FIA), and a forensic audit should be undertaken. Boliba needs extensive 
governance reform, and may need recapitalisation.

BOX 5:  
&omparative international examples:  
migrant population-focused policies

Broader than simply a 
financial services focus

$Q\�SROLF\�WR�WDUJHW�PLJUDQW�ZRUNHUV�
DV�D�PHFKDQLVP�WR�H[WHQG�ȴQDQFLDO�
LQFOXVLRQ�WKURXJK�WKH�LQZDUG�
UHPLWWDQFHV��LQYHVWPHQWV�DQG�
GHSRVLWV�QHHGV�WR�WDNH�DQ�KROLVWLF�
YLHZ�RI�WKH�QHHGV�RI�HPLJUDQWV�
EH\RQG�VLPSO\�ȴQDQFLDO�VHUYLFHV��
)XQGDPHQWDOO\��LQ�RUGHU�WR�ȊJHW�
VRPHWKLQJ�RXW�RIȋ�HPLJUDQWV��WKH\�
ZRXOG�UHTXLUH�VRPH�EHQHȴWV�LQ�
UHWXUQ��3RWHQWLDO�SROLFLHV�LQ�WKLV�UHJDUG�
FDQ�IDOO�LQWR�YDULRXV�FDWHJRULHV��

ȏ� 6\PEROLF�QDWLRQ�EXLOGLQJ��ZKLFK�PD\�
FRPSULVH�D�EURDG�UDQJH�RI�LQLWLDWLYHV�
DQG�SURJUDPPHV�WR�LQFUHDVH�
HPLJUDQWVȇ�VHQVH�RI�EHORQJLQJ�WR�D�
WUDQVQDWLRQDO�FRPPXQLW\�RI�FR�
QDWLRQDOV��DQG�WR�ERRVW�WKH�SURȴOH�
RI�WKH�VWDWH�ZLWKLQ�WKLV�FRPPXQLW\�

ȏ� ΖQVWLWXWLRQ�EXLOGLQJ�SROLFLHV�LQ�
RUGHU�WR�IXUQLVK�WKH�VWDWH�ZLWK�
WHFKQRORJLHV�Ȃ�V\VWHPV�DQG�
LQVWLWXWLRQV�Ȃ�WR�ȆJRYHUQȇ�PLJUDQW�
SRSXODWLRQV��$�ȴUVW�VWHS�IRU�PDQ\�
VWDWHV�LV�WKH�LPSOHPHQWDWLRQ�RI�
VXUYHLOODQFH�ZKLFK�ZRXOG�HQWDLO�

FRPSLOLQJ�VRPH�IRUP�RI�GDWDEDVH�
RI�DOO�HPLJUDQWV�DQG�WKHQ�WR�FROOHFW�
VWDWLVWLFV�RQ�ZKLFK�WR�EDVH�VWUDWHJLF�
RULHQWDWLRQV�WRZDUGV�HPLJUDQWV�

ȏ� ([WHQGLQJ�5LJKWV�VXFK�DV�DOORZLQJ�
HPLJUDQWV�WR�PDLQWDLQ�D�GXDO�
QDWLRQDOLW\��YRWH�RU�HYHQ�UXQ�IRU�
RɝFH��*DPOHQ���������/HVRWKR��
IRU�H[DPSOH��GRHV�QRW�FXUUHQWO\�
DOORZ�GXDO�FLWL]HQVKLS�ZKLFK�
SODFHV�HPLJUDQWV�LQ�D�GLɝFXOW�
SRVLWLRQ�LQ�FKRRVLQJ�WKHLU�
FLWL]HQVKLS��3HWODQH��������

Various ways to target 
migrant worker investment

7KHUH�DUH�D�QXPEHU�RI�SROLFLHV�
WKDW�KDYH�EHHQ�GHYHORSHG�E\�
FRXQWULHV�DURXQG�WKH�ZRUOG�
WDUJHWLQJ�UHPLWWDQFHV�ZLWK�WKH�
DLP�RI�FKDQQHOOLQJ�WKHP�LQWR�
LQYHVWPHQWV��([DPSOHV�LQFOXGH�

ȏ� 5HZDUGLQJ�UHPLWWHUV�VXFK�DV�
GXW\�IUHH�DOORZDQFHV�LQ�WKH�
3KLOLSSLQHV�DQG�IUHH�SDVVSRUW�
issuance in Pakistan

ȏ� 2΍HULQJ�SUHIHUHQWLDO�LQWHUHVW�
UDWHV�LQ�ΖQGLD�DQG�3DNLVWDQ

The discussion above has shown that a number of key activities – for 
example to promote mobile money by allowing it to pay interest, 
or various policies to target migrant workers, can serve more than 
one of the key public policy objectives to be achieved through the 
roadmap and are therefore relevant for more than one of the three 
core roadmap strategies.

ȏ� $OORZLQJ�VPDOO�PLQLPXP�
GHSRVLW�IRUHLJQ�FXUUHQF\�EDQN�
DFFRXQWV�LQ�1LJHULD�DQG�*KDQD

ȏ� ΖVVXLQJ�IRUHLJQ�FXUUHQF\�
GHQRPLQDWHG�ERQGV�WR�H[SDWULDWHV�

ȏ� Ȇ0DWFKLQJ�IXQGȇ�SURJUDPPHV�VXFK�
DV�7UHV�3RU�8QR�LPSOHPHQWHG�
E\�0H[LFR��XQGHU�ZKLFK�HYHU\�
SHVR�UHPLWWHG�E\�PLJUDQWV�LV�
PDWFKHG�E\�WKUHH�IURP�ORFDO�DQG�
IHGHUDO�JRYHUQPHQWV�DW�KRPH�

ΖQ�DGGLWLRQ�WR�WKHVH�SURJUDPPHV��
PDQ\�FRXQWULHV�KDYH�GHYHORSHG�D�
VSHFLȴF�IRFXV�RQ�LQFRUSRUDWLQJ�H[SDWV�
DV�LQYHVWRUV�LQWR�WKHLU�EURDGHU�)'Ζ�
DQG�GHYHORSPHQW�VWUDWHJLHV��7XUNH\�
KDV�H[SHULPHQWHG�ZLWK�H[SDWULDWH�
VHHGHG�YHQWXUH�FDSLWDO�IXQGV��)DLVW��
�������ZKLOH�&KLQD��7DLZDQ�DQG�ΖQGLD�
KDYH�FUHDWHG�VSHFLDO�HFRQRPLF�]RQHV�
WR�DWWUDFW�H[SDWULDWH�LQYHVWPHQWV��
$QRWKHU�DSSURDFK��DV�XVHG�LQ�ΖQGLD��LV�
WKH�HVWDEOLVKPHQW�RI�KLJK�OHYHO�ȆLQYHVWRU�
UHODWLRQVȇ�RɝFHV�WKDW�DOORZ�H[SDWULDWHV�
WR�E\SDVV�EXUHDXFUDWLF�UHG�WDSH�
DVVRFLDWHG�ZLWK�ODUJH�VFDOH�LQYHVWPHQW�

6RXUFH��*DPOHQ������
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Lesotho has made good progress in enabling access to formal 
financial services to the entire population. Informal, community-
based services also play an important role in extending access to 
financial services to the Basotho, with many adults using formal 
and informal financial services as complementary products. 

MAP has identified three priority areas which will provide the largest 
marginal gain in welfare through the extension of financial services. 
Addressing these areas will require a coordinated effort across institutions, 
product categories and market segments, in order to ensure that the 
underlying market inefficiencies are adequately addressed and the 
opportunities capitalised on. It will also require the government to work 
together with other stakeholders such as the private sector, development 
partners and sector experts. To assist these stakeholders address the 
opportunities in harmony, a MAP Roadmap has been developed and 
discussed by the MAP Task Team. The roadmap details the programme 
of action necessary to address the identified priority areas. 

6 Going forward 

Endnotes
1.�)RU�PRUH�LQIRUPDWLRQ�RQ�WKH�
UHVHDUFK�PHWKRGRORJLHV�DQG�
VFRSH�RI�WKH�TXDOLWDWLYH�UHVHDUFK�
FRQGXFWHG��SOHDVH�UHIHU�WR�Ȇȇ0DNLQJ�
$FFHVV�3RVVLEOH�TXDOLWDWLYH�
GHPDQG�UHSRUW��/HVRWKRȇȇ�������
2. ΖW�JRHV�ERWK�ZD\V��KRZHYHU��

7KH�UHDO�HFRQRP\�DQG�EURDGHU�
FRXQWU\�FRQWH[W�DOVR�LPSDFW�WKH�
VFRSH�IRU�ȴQDQFLDO�LQFOXVLRQ�E\�
GHWHUPLQLQJ�WKH�UHDOLWLHV�ZLWKLQ�
ZKLFK�WKH�WDUJHW�PDUNHW�IXQFWLRQV�
3. 6HH��IRU�H[DPSOH��&DOGHUµQ�	�
/LX���������.LQJ�	�/HYLQH��������
DQG�/HYLQH�������
4. ΖW�VWLOO�IXQFWLRQV�DV�DQ�LQYHVWPHQW�

SURPRWLRQ�DJHQF\�DQG�DV�D�
SURYLGHU�RI�LQGXVWULDO�SURSHUWLHV��
5. 7KH�TXDOLWDWLYH�GHPDQG�VLGH�
UHVHDUFK�UHIHUUHG�WR�DQ�LQVWDQFH�ZKHUH�
D�VDYLQJV�FOXE�LV�IRUPHG�DPRQJ�WD[L�
GULYHUV�WR�EX\�QHZ�PLQLEXV�WD[LV�
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