
account to the public for 

results; 

Poor regulatory design  

¶ includes a ócommand and 
punishô approach rather than 

ógoal-basedô laws and 

guidelines, and badly 

drafted regulation. 

 

Recognising the importance of 

business environment reform the 

UK Department for International 

Development (DFID) funded 

Priority Support Programme 

(PSP) has been assisting  the 

Government of Lesotho in re-

forming the regulatory and ad-

ministrative systems associated 

with business licencing, issuing 

import permits and export docu-

mentation. Today these functions 

are housed within the One-stop 

Business Facilitation Centre 

(OBFC). From concept to imple-

mentation, the PSP has gained 

tremendous experience and in-

sight into the various stages of 

business environment reform, 

and this paper captures and com-

municates this knowledge, par-

ticularly to those who are inter-

ested or involved in implement-

ing business environment re-

form.  

Strong economic performance 

and broad-based wealth creation 

will only take place in countries 

where governments are commit-

ted to delivering a stable and 

transparent legal and regulatory 

framework and public admini-

stration matched with policies, 

laws and practices that promote 

entrepreneurship, savings and 

investment. Evidence from 183 

countries is that flawed regula-

tion is closely associated with 

more poverty, larger informal 

sectors, higher unemployment, 

lower productivity, and more 

corruption. Investor confidence 

follows ósmartô regulation. 

 

Moving to a modern regulatory 

system is no simple undertaking. 

It involves not only reforms to 

specific laws, rules, procedures 

and standards, but also improv-

ing the processes through which 

laws and policies are made, 

building institutional capacity to 

drive, coordinate, oversee and 

monitor results of the reform 

agenda, and most importantly, a 

mindset shift in the Government 

from one of control and offering 

favours, to customer service 

delivery and results. The poten-

tial impact of reforms is very 

significant.  Poor countries tend 

to have the least investor-

friendly laws and practices, and 

therefore the most to gain from 

regulatory and investment cli-

mate reform. To regulate better 

is now being seen globally as a 

crucial tool for good governance 

and competitive performance. 

 

Poor regulatory regimes are 

fundamentally to do with weak-

nesses in governance. These 

include: 

Complexity and inconsistency 

¶  including policy fragmenta-

tion, a focus on controls 

rather than customer service, 

half-hearted implementation, 

lack of coordination and 

follow-up on implementa-

tion, and inconsistent signals 

to the private sector; 

Poor transparency and ac-

countability  

¶ including failing to take ac-

count of societyôs views 

when developing new poli-

cies and laws and failing to 

communicate plans and re-

sults, making decisions based 

on unclear criteria, protection 

of vested interests, and fail-

ing to track progress and 

The Importance of Business Environment Reform  

Overview of the One -stop Business Facilitation Centre (OBFC)  

What is now referred to as the 

OBFC has evolved significantly 

over the past three years. As 

stated in its Strategic Plan devel-

oped in May 2009, the OBFC 

has struggled to define itself as 

either a strategic service delivery 

vehicle that significantly impacts 

on the ease of doing business 

thus enabling more investment 

and economic growth, or merely  

an assembly of disparate admin-

istrative functions under a single 

roof. While it may have initially 

been a collection of services, the 

reforms supported by the PSP 

specifically focused on making 

services easier for business. At 

the moment the OBFC offers the 

following services for the private 

sector: 

 

¶ Acquiring a trading licence; 

¶ Acquiring a small-scale 

manufacturing licence; 

¶ Acquiring a large-scale 

manufacturing licence; 

¶ Acquiring import permits; 

¶ Acquiring export documen-

tation; 

¶ Acquiring work permits and 

residency permits; and 

¶ Acquiring rebate certifi-

cates. 

Over the past three years, the 

development of the OBFC has 

seen significant changes in how 

services are administered, both 

through simplifying procedures 

and by introducing electronic 

information management sys-

tems. More recently the OBFC 

has evolved beyond a single 

physical location, with the pilot-

ing of the OBFC export system 

online, an export service centre 

in Maputsoe, and licencing sys-

tem in Berea and Mafiteng many 

businesses no longer have to 

travel to Maseru for services.  

Ultimately as a service centre for 

the private sector, the OBFC has 

had to understand the needs and 

challenges facing its clients and 

respond appropriately.  
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With the end of the Multi-Fibre 

Agreement (MFA) and preferred 

access to the US market, Leso-

thoôs garment manufacturers 

become increasingly concerned 

about their ability to compete in 

the global marketplace. In 2005 

and in response to these concerns 

the Government established a 

private-public dialogue forum 

called the InterïMinisterial Task 

Force on  Foreign  Direct Invest-

ment (IMTT).  Led by the Minis-

ter of Trade and Industry, Coop-

e r a t i v es  an d  Ma r k e t in g 

(MTICM) the IMTT was an 

effective vehicle through which 

private sector concerns could be 

addressed by government offi-

cials. 

Although it was conceived to 

focus on high level constraints 

the IMTT was also effective in 

addressing administrative prob-

lems faced by individual compa-

nies. With the then Minister 

prepared to personally trouble-

shoot problems the private sec-

tor increasingly had faith in 

the governmentôs willingness to 

improve the business environ-

ment. Through the regular meet-

ings ideas on how to attract and 

retain investment were discussed, 

usually resulting in the formation 

of sub-committees responsible 

for moving things forward.  

It was through these meetings 

that the idea of establishing a 

unified government service cen-

tre was first conceived. A sub-

committee consisting of both 

private and public sector repre-

sentatives discussed the idea 

further and developed the first 

concept paper for the establish-

ment of a  the Trade and Invest-

ment Facilitation Centre (TIFC). 

While private sector demand for 

reform and the political will were 

strong, the idea stagnated for 

many months. Without the inter-

nal government capacity to im-

plement there was an increasing 

chance that TIFC would remain 

simply a good idea.  

It was under these circumstances 

that the PSP agreed to provide 

technical assistance in further 

designing and implementing 

TIFC.  

By the time PSP mobilized sup-

port many of the dynamics that  

made the intervention so promis-

ing had changed. The IMTT  was 

on changing processes  rather 

than simply merging locations.  

Beyond an internal review of 

processes, a client survey was 

undertaken to validate some of 

the findings and to establish a  

baseline of how long the various 

processes take, and how well 

users understood the process. 

The outcome of this initial work 

was the realization that many 

steps were redundant or dupli-

cated, and since all the proce-

dures involved only hand written 

forms and certificates, there was 

not a viable way to readily re-

trieve information. 

The scoping exercise not only 

uncovered problems for the pri-

vate sector but it also highlighted 

the resulting burden on the Gov-

ernment; thus focusing reform on 

In order to understand how the 

Government can improve its 

administration it was important 

to fully understand the con-

straints facing the private sector. 

The first step PSP took with 

Government was to map all the 

various procedures within each 

administrative process. Maps 

were  developed for import per-

mits, export permits and li-

cencing. With everyone only 

focused on there own part of the 

process it was the first opportu-

nity for administrators to con-

sider the wider administrative 

process. 

Although the initial objective 

was to bring functions together, 

the process mapping exercise 

identified many inefficiencies, 

thus leading to the realization 

that reforms need to be centered 

ways in which to make things 

easier for both the private and 

public sector. Now that the prob-

lems were known the next step 

was to define the solution. 

Origins of the OBFC & Private Sector Demand  

Understanding Constraints  
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òno one 

seemed to ask 

why we did 

things the way 

we did, but 

many 

defended the 

status quo 

anywayó PSP 

consultant 

meeting less frequently resulting 

in  weaker linkages to private 

sector demand and governmentôs 

political will. Without the benefit 

of a well functioning IMTT,  the 

implementation and PSPôs sup-

port became increasingly com-

partmentalized. In retrospect it 

was this disconnect that would 

lead to most of the challenges 

faced in implementation.  

KEY LESSONS 

 

Ensure that the private sec-

tor are involved throughout 

the reform process, rather 

than simply at the begin-

ning in identifying con-

straints.  

 

Interactions with the pri-

vate sector and responding 

to their constraints needs to 

be considered a core func-

tion of Government offi-

cials. 

 

Maintain a mechanism 

through which civil ser-

vants are held accountable 

to those defining the reform 

agenda. 

 

KEY LESSONS 

 

Undertake an exhaustive 

baseline survey on all as-

pects of service delivery as 

it will be useful in drawing 

attention to the situation, 

provide a basis for measur-

ing impact, and be a tool for 

informing the redesign. 

 

Interrogate regulatory and 

administrative processes 

closely as there are likely  

sub-steps and variations not 

commonly known. 

 



Even before the full scoping 

exercise was undertaken the 

IMTT had agreed in principle to 

an initial four phase concept of 

bring service providers together 

under a single roof, the phases 

were defined as follows. 

Phase 1: integrating those func-

tions related to the issuance of 

import, export and rebate per-

mits; 

Phase 2: adding the functions 

related to business registration 

and licensing to those created in 

Phase 1; 

Phase 3: integrating those func-

tions related to the issuance of 

work and residence permits and 

travel visas, and then adding 

these to the facility created in 

Phase 1 & 2; 

Phase 4: integrating those func-

tions related to the setting-up of 

business electricity, water and 

tele-communications accounts, 

and then adding these to the fa-

cility created in Phase 1, 2 & 3. 

In addressing the constraints 

identified in the scoping exercise 

it was decided that the solutions 

should be focused on administra-

tive reforms rather than those 

requiring substantive legislative 

reforms.  It was widely agreed 

that that legal reform would take 

too long and that administrative 

reforms would have more imme-

diate impacts. Thus the focus of 

the redesigned business proc-

esses was to eliminate unneces-

sary steps, signatures and forms. 

The resulting reform proposal 

and implementation plan were  

widely circulated within Govern-

ment. The core of the plan in-

cluded: 

¶ redesign all of the forms to 

reduce repetition and length; 

¶ delegate approval authority 

from senior officials to front-

line officers;  

¶ introduce an electronic data-

base for capturing and manag-

ing data; 

¶ eliminating duplicated and 

unnecessary procedures; and 

¶ unifying the management of 

the services. 

The TIFC was subsequently re-

named the One Stop Shop (OSS) 

and later the One-stop Business 

Facilitation Centre (OBFC). 

Defining Reform  

Institutional Arrangements  

nificant reluctance to have staff 

from one ministry or agency 

report to another, eventually this 

was overcome through a compro-

mise solution that involves 

OBFC staff establishing dual 

reporting structures.  

In terms of oversight of the 

OBFC, the Department of Trade 

was eventually replaced by a  

Steering Committee - comprising 

of the Principal Secretaries of the 

Ministries of Trade, Home Af-

fairs, Labour, Finance, the Com-

missioner General of the Lesotho 

Revenue Authority, and the Reg-

istrar General. The Committee 

has proven instrumental to sus-

taining interest in OBFC opera-

tions. 

Even with these structures in 

place it has been difficult to   

mobilise the necessary resources 

to manage the day-to-day opera-

tions of the centre.  While Gov-

ernment had accepted the need 

for a Director the pace at which it 

has been able to recruit and place 

an official has been very slow. In 

order to address this management 

gap, the PSP provided the OBFC 

with an advisor, while not ideal 

this temporary measure was in-

tended to ensure that momentum 

for reform was maintained in the 

absence of a senior Government 

officer.  

Implementing business environ-

ment reform is as much about the 

right technical solution as it is 

about the appropriate institu-

tional arrangements. Firstly it is 

important to have a structure in 

place to oversee and drive re-

forms, then to put in place the 

long term arrangements that best 

match the ongoing administration 

of services. In both cases there 

were significant challenges. 

Once the IMTT lost its momen-

tum the day-to-day oversight of  

designing and implementing 

reform was lacking. To some 

degree the consultants provided 

to assist the Government lacked a 

coherent client.   Although the 

Department of Trade eventually 

took the lead in overseeing the 

reforms, the arrangement lacked 

the engagement of wider stake-

holders represented in the IMTT.  

In terms of the long term man-

agement arrangements for the 

OBFC it was recognised there 

needed a unified management 

structure. Initially there was sig-

Lesotho: Case Study  

òIt was 

relatively easy 

to identify the 

problems, it 

was far more 

difficult to get 

agreement on 

the solutionó 

PSP consultant 
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KEY LESSONS 

 

Spend more time explaining 

reforms, and their implica-

tions to stakeholders. Even 

after the design was agreed 

it had to be changed a num-

ber of times because of ob-

jections. 

 

Involve the private sector in 

the design process, making 

sure they interrogate the 

changes as they are likely to 

identify implications un-

foreseen by Government. 

KEY LESSONS 

 

Make sure the appropriate 

institutional arrangements 

are in place before pushing 

too far ahead on technical 

and procedural reforms. 

 

Along with mapping ad-

ministrative procedures, 

clearly identify the process 

through which institutional 

reforms are implemented. 

Thus placing an equal em-

phasis on institutional re-

form. 

 

In addition to keeping sen-

ior officials involved, en-

sure the operating staff are 

kept engaged in the reform 

process. 
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"The online 

system should 

be made to work 

efficiently so 

that the bulk of 

the paperwork 

can be done in 

the factory as 

this would make 

the processes 

much faster" 

Garment 

Manufacturer 

Initially the implementation of 

reforms were focused on three 

administrative activities 1) issu-

ance of import permits, 2) issu-

ance of export documentation, 

and 3) issuing trading and 

manufacturing licences.  

Although the full design was 

approved in the scoping phase, 

upon implementation many of 

the reforms were once again 

contested and debated, reflecting 

some reluctance to make signifi-

cant change as well as a lack of 

understanding of the rationale 

for reform. Additionally there 

were a significant number of 

small issues that accumulatively 

brought implementation to a 

halt. Initially the team tried to 

address the issues one at a time 

however the pace at which they 

could be resolved was too slow. 

To overcome this challenge a 

detailed audit of outstanding 

issues was compiled and a re-

solved together in a wide stake-

holder forum. 

As many of the reforms in-

volved electronic information 

management a significant com-

ponent of the implementation 

phase included the development 

of a software system. With the 

challenges in getting resolution 

on the  final detailed design, 

software development was sig-

nificantly delayed. 

Beyond the implementation of 

the first phase (import permits, 

export documentation and li-

cencing) there was demand to 

put the OBFC software applica-

tion online. This was driven by 

the private sector and the reali-

sation that the initial design 

placed too much pressure on the 

OBFCôs infrastructure and in 

retrospect a number of phases 

could have been merged. 

The other key elements of the 

implementation included train-

ing of officials, informing the 

private sector, documenting all 

of the new procedures and pre-

paring training manuals.  

¶ Through the introduction of a 

restricted list, clients no longer 

need to acquire import permits 

for all goods, rather they only 

need them for restricted goods. 

¶ Licence application forms 

have been simplified to a sin-

gle page, down from 4 pages 

for traders and 16 pages for 

manufacturers. 

¶ By placing the OBFC system 

online, clients and administra-

tors are able to access services 

from across the country, thus 

reducing the requirements to 

travel to the capital. 

¶ Through the OBFCôs software 

system the Government are 

able to acquire technical re-

ports on transactions, compa-

nies and operations with in 

seconds.  

Over the course of three years, 

and with support from the PSP, 

the OBFC has implemented sig-

nificant business environment 

reform; highlights include: 

¶ The issuance of export docu-

ments have been simplified to 

allow clients to apply for 

documents and clearance 

online, enabling them to ac-

quire all necessary documents 

in a single visit to the OBFC. 

¶ Through the introduction of 

the electronic system, export-

ers now only complete one 

form electronically rather than 

five forms by hand. 

¶ Clients can now receive a 

rebate permit valid for one 

year rather than have to ac-

quire permits for an individual 

consignment. 

In terms of administrative per-

formance the new procedures 

and associated software applica-

tion have been proven success-

ful. As of December 2009 the 

following have been processed. 

¶ 7,709 trader licences issued 

¶ 518 small-scale manufactur-

ing licences issued 

¶ 171 large-scale manufacturing 

licences issued 

¶ 6, 228 export visas issued for 

the USA alone. 

¶ M2,624,986,359 (approx 

US$350m) worth of exports 

processed through the system  

¶ 830 residence permits issued 

in the last six months of 2009 

¶ 837 work permits issued 

through the OBFC in 2009 

Implementation  

Achievements & Performance  

Implementing Business Environment Reform  

"There should 

always be a 

Certifying Officer 

(Senior) in the 

OBFC so that we 

do not have to 

go to the 2nd 

floor to look for 

someone to sign 

our papers." 

Business 

Services 

Company 

KEY LESSONS 

 

Ensure implementation is 

led by the government and 

supported by consultants, 

rather than the reverse. 

 

Allocate significant time 

for testing, debugging and 

refining software systems. 

 

Put the client at the centre 

of reforms rather than the 

information system. 

 

The benefits of utilising 

mostly local consultants 

was instrumental in lower-

ing implementation costs 

and ensuring government 

can afford to maintain sys-

tems. 

 

Involve clients in vetting 

and testing the new sys-

tems; thus ensuring a 

smoother transition. 

 

Define all reporting re-

quirements early in the 

process so that they can be 

incorporated in the initial 

system design.  
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The impacts of reform can be 

measured in a number of ways, 

some more objectively than oth-

ers.  In an effort to assess the 

success of the OBFC a client 

survey was conducted in late 

2009 to establish a benchmark 

for the OBFCôs performance. 

 Although an initial client survey 

was conducted in late 2006 it was 

primarily used to inform the 

design of reforms and thus is less 

useful in demonstrating improve-

ments. The one factor that can be 

contrasted is client satisfaction; 

in December 2006, 45% of re-

spondents stated the service to be 

ñaverageò, 40% stated ñhelpfulò 

and 15% thought services were 

ñvery helpfulò. In contrast, in 

December 2009, 45% of respon-

dents rated OBFC reforms as 

ñexcellentò (10 on a scale of 1-

10).  

The survey was seeking both 

quantitative and qualitative infor-

mation from clients regarding 

their experiences within the 

OBFC. The survey sample was 

designed to reflect the users of 

the OBFC rather than the busi-

ness sector more broadly, as a 

result there were a higher propor-

tion of exporting companies re-

flected in the survey than would 

be found normally in a cross 

section of business in Lesotho. 

Twenty clients completed the 

survey in total, and while not 

exhaustive it provides a useful 

measure of the performance of 

the centre in the eyes of its cli-

ents.  

As reflected in the figure below, 

the overall  client rating of OBFC 

reforms was 7.4 out of 10. While 

there is room to improve the 

private sector have endorsed the 

reform initiative. Based on the 

survey the average time a client 

spends in the OBFC is 48 min-

utes, all those who responded 

have noted that this decreased in 

the last year. 

The survey also reveals that 

those services that scored the 

lowest, issuing manufacturing 

licences,  were those that are 

constrained by cumbersome pre-

requisites stipulated in legisla-

tion. 

Based on the qualitative findings 

from the survey the message is 

quite clear - take business envi-

ronment reforms further and 

implement them faster. 

Client Satisfaction  

Outstanding  Challenges for the OBFC  

faces in securing the neces-

sary financial and human 

resources. 

¶ Some of the outstanding con-

straints associated with li-

censing depend on legislative 

reforms, progress on these 

have been very slow. 

¶ Although automated li-

cencing has been piloted in 

two Districts, extending its 

services to the district will be 

difficult in the context of 

existing information commu-

nication technology infra-

structure. 

¶ Despite being reviewed, 

processes associated with  

work and residency permits 

have not been reformed.  If 

the OBFC is to incorporate 

more services Government 

will need to remain focused 

on reforming processes rather 

than simply bringing them 

together in one place.  

¶ Transitioning from donor 

support, thus taking the full 

burden of advancing and 

implementing reform. 

While the survey results are en-

couraging, those closely involved 

will acknowledge the significant 

outstanding challenges, includ-

ing: 

¶ Balancing the potential bene-

fits of automation and sophis-

ticated systems with the reali-

ties of the human capacity 

constraints within Govern-

ment and with users. 

¶ Formal institutional recogni-

tion for the OBFC, thus ena-

bling it to operate as a dis-

tinct entity. This will address 

the existing challenges it 

Lesotho: Case Study  

"The licensing 

process is fine 

but there are 

too many 

prerequisite 

requirements" 

Specialised 

Dealer 

"All offices 

should be in 

one place and 

centralised." 

Small-scale 

Manufacturer 

0 2 4 6 8 10

Efficiency of issuing export documents

Efficiency of issuing import permits

Information availability at OBFC

Helpfulness and knowledge of staff

Clarity of procedures

Efficiency of OBFC client software

Efficiency in Licencing of Traders

Efficiency of issuing rebate certificates

Efficiency in Licencing of Large-scale Manufacturers

Efficiency in Licencing Small Manufacturers

Overall impression of OBFC reforms

Average Client Rating (1 to 10 : 1 poor, 10 excellent)

Client Satisfaction Survey 
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òThe mission of 

the OBFC is to 

support 

increased trade 

and investment 

in Lesotho 

through 

providing 

efficient and 

friendly business 

services to its 

clients.ó OBFC 

Strategic Plan 

Designing and implementing 

reform within the OBFC has 

provided a wealth of lessons, 

however in order for these to be  

effectively utilised one must take 

a more thorough look at govern-

ance, and how it can address 

constraints and implement re-

form.   

Most regulatory reform pro-

grammes to date, including ini-

tiatives in Lesotho, have focused 

on removing or reforming bur-

densome regulations and their 

administration - a focus that 

although encouraged by the 

World Bank Doing Business 

indicators, is insufficient to pro-

mote sustainable improvements 

in regulatory quality, which re-

quires addressing the underlying 

way that government works and 

makes decisions.  

Deregulation and regulatory 

simplification are good starting 

points for óquick winsô, but in-

sufficient principles for sustain-

able improved regulatory gov-

ernance. It is necessary to ad-

dress not only the symptoms (the 

regulatory obstacles affecting 

business), but also the causes 

(the institutional factors that led 

to these obstacles in the first 

place) to ensure that reform pro-

grammes result in sustainable 

improvements to how govern-

ments work and regulate econo-

mies. There is little point reform-

ing a law without building the 

capacity of those who will ad-

minister and implement the new 

law, the awareness of those who 

will be affected by the new law, 

and the understanding of future 

policy and law makers on the 

rationale for reform and best 

practice principles, to ensure the 

initiative is sustained.  

Effective regulatory regimes are 

fundamentally to do with compe-

tent governance, i.e. coordinated 

action across government, sys-

tems and processes which place 

transparency and accountability 

at the core, effective project 

management skills and a strong 

customer service culture.  

Coordination across Govern-

ment: Whilst ministries of trade 

often take an important role in 

the implementation of regulatory 

reform, they cannot do it alone. 

Reform involves many different 

ministries including law, justice, 

home affairs, finance, labour and 

public service. For example, the 

OBFC is located in the MTICM 

but includes partnerships with 

the Ministry of Home Affairs 

(work permits), the law office 

(business registration), Lesotho 

Revenue Authority (import/

export tax).  

Coordination is required at two 

levels: 

¶ to deliver a comprehensive 

policy and regulatory im-

provement strategy across 

government to review the 

impact of existing laws on 

business and respond to re-

form priorities being articu-

lated by the private sector, 

engage in continuous dia-

logue with the private sector 

to keep abreast of changing 

priorities, and to ensure that 

any news laws or policies 

continue to result in an in-

creasingly positive environ-

ment for business; 

¶ to deliver reform across min-

istries so that they work in 

collaboration rather than in 

competition with each other. 

Systems and processes which 

place transparency and account-

ability at the core: In order to 

deliver a cross-ministerial reform 

initiative effectively, it is impor-

tant that there is clarity in roles 

and responsibilities for delivery 

of each aspect of agenda, and for 

the oversight of reform. Agreed 

plans and clear targets need to be 

set and officials must be held 

accountable for their delivery so 

that the reform agenda continues 

to move forward at a pace. Re-

sults need to be communicated 

openly across government as 

well as to the private sector and 

civil society, so that government 

is demonstrating accountability 

to the people it serves. 

Effective project management 

skills are necessary for managing 

a regulatory reform agenda, 

which is essentially a óprojectô 

operating across government. A 

reform agenda must be driven 

and coordinated by skilled pro-

ject managers using standard 

project management tools, who 

are able to set realistic targets for 

the delivery of outputs and moni-

tor and evaluate progress. More-

over, progress requires effective 

teamwork and team building 

skills, internal and external com-

munication and information 

skills, public/private dialogue 

skills as well as technical capac-

ity to identify changing reform 

priorities and best practice re-

form options. 

Regulatory reform also requires a 

customer focus. At policy level 

this means having goal based 

laws and guidelines rather than a 

ócommand and punishô approach. 

The focus should be on customer 

service rather than on controls 

and favours. Similarly at the 

delivery level, the interface be-

tween government and private 

sector must take the form of 

service provision to the private 

sector rather than controlling the 

private sector.  

World Bank studies have also 

shown that economic growth is 

only one benefit of better busi-

ness regulation. It also contrib-

utes to improved human devel-

opment indicators. Governments 

can use revenues gained to im-

prove their health, education and 

social protection systems rather 

than support an overly large 

bureaucracy controlling business. 

The gains come from two 

sources: business spending less 

time and money dealing with 

regulations and more time mar-

keting and producing their 

goods; and government spending 

fewer resources on regulation 

and more resources providing 

basic social services.  

In the context of the global eco-

nomic recession and shrinking 

Government of Lesotho revenue 

the importance to reform is 

greater than ever. 

Regulatory Reform and the Good Governance Agenda  

Implementing Business Environment Reform  
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Delivering an investor-friendly 

r e g u l a t o r y  e n v i r o n m e n t 

(sometimes known as the Better 

Regulation for Growth Agenda) 

typically requires more reforms 

in the public sector than in the 

private sector to be successful.  

Consistent with the approaches 

taken by OECD countries in the 

early 1990s and since adopted by 

many developing countries, in-

cluding those in the East African 

region,  the óBetter Regulation 

for Growthô agenda must be part 

of wider government reforms 

including public sector perform-

ance improvement. It must be 

focused on results, be integrated 

into a countryôs core policy 

agenda, and must have strong 

political commitment at the high-

est levels. International and re-

gional experience shows that to 

be successful, a regulatory re-

form agenda must: 

¶ be driven at highest political 

level, championed by highly 

credible institutional owner/s 

(mandate, resources, influ-

ence) and have effective 

steering and management 

structures 

¶ have a champion at the Cabi-

net table 

¶ be owned by Government 

and signed on to across Gov-

ernment, and must be sup-

ported by action plans incor-

porating targets, outputs, and 

timelines specifically agreed 

by implementing ministries 

¶ be rigorously monitored and 

subject to a robust account-

ability framework 

¶ be strongly responsive to 

priorities articulated by the 

private sector and be tied to 

the Budget 

¶ ensure that processes are in 

place for routine and struc-

tured dialogue with business 

and civil society representa-

tives and provide channels 

though which feedback on 

reforms can flow back and 

forward between government 

and society 

¶ be accountable to the public 

for results ï e.g. through a 

performance scorecard which 

is made public each year 

¶ be supported with sufficient 

public awareness so that the 

public understands what 

Governmentôs vision is, why 

reform is so important, and 

what opportunities there are 

to engage in and influence 

the reform debate. 

What have others learned from the reform process  

The need to accelerate business environment reform  

aging to investors than that of 

South Africaôs.  

This situation is contributing to 

high unemployment rates in Le-

sotho and a lack of broad-based 

economic growth. Given Lesotho 

is landlocked and faces produc-

tivity, resource, skill, energy and 

infrastructural challenges, the 

country undoubtedly needs a 

higher quality regulatory envi-

ronment than its regional 

neighbours if it is to compete 

successfully with them for skills 

and investment. In addition, con-

stant monitoring by Government 

of its performance in delivering 

an enabling environment is criti-

cal to maintaining competitive-

ness in a fast moving global race 

for investors, as is systematic 

benchmarking against Lesothoôs 

competitors to assess perform-

ance and identify newly evolving 

opportunities.  

Despite the commitment to re-

form, Lesotho is falling behind 

its competitors in terms of the 

pace of reform. International and 

regional competitors are reform-

ing faster, with the result that 

Lesotho is losing trade, invest-

ment and job opportunities to 

competitor countries.  

The World Bankôs Doing Busi-

ness Indicator series measures 

the quality of business related 

laws across 183 countries, mak-

ing it possible to rank one coun-

try against any other in terms of 

policy-related costs, risks and 

barriers to business in each coun-

try.  In the 2010 report, Lesotho 

is ranked 130th out of the 183 

countries (see Figure) ï a ranking 

which is better than the average 

ranking of the sub-Saharan Afri-

can region, but significantly be-

low average for Lesothoôs com-

petitor countries - the BLNS 

countries, SADC countries, and 

most harmfully, South Africa.  

Lesotho performs far below aver-

age for the regions that count ï 

SACU, SADC and other coun-

tries similarly classified as lower 

middle income. Crucially, Leso-

thoôs business environment is 

nearly   four times more discour-

Lesotho: Case Study  
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4. Empowering an óenergy source/sô or ódriver/sô for reform 

which have power and the capacity to manage/coordinate the 

regulatory reform agenda, and promote, oversee, and monitor 

results.  Many countries have developed wholly new ñengines 

of reformò at the center of government. According to presenters 

of the Brenthurst Workshop, the transformation process in Latin 

America was led by small high-level teams of strategic techno-

cratic decision-makers 

1. Removing immediate bottlenecks by addressing the stock of 

existing regulations (as identified in Doing Business and other 

diagnostic studies). Most current reform initiatives in Lesotho 

are addressing this pillar.  

2. Addressing the way that government approaches regulation as 

a policy instrument, and how it works when considering new 

policies, laws, regulations and delivery of public functions ï 

or the flow of regulations. . 

3. Building better regulatory institutions (those responsible for 

preparing and vetting draft regulation, and for driving the 

growth and regulatory reform agenda) throughout the public 

sector need to pass a far stiffer test. Processes and capacities 

involved in the design and enforcement of laws need to be 

enhanced. According to presenters of the Policy Analysis and 

Strategy Formulation Workshop, dramatic improvements in 

the quality of the institutions regulating the economy was 

perhaps the single most important driver of transformation in 

the Latin American economies.  

1st Floor 

Ministry of Trade and Industry, Cooperatives 

and Marketing (MTICM) 

Kingsway, Maseru 

Lesotho 

Phone: +266 2232 0584 

www.mticm.gov.ls 

One-Stop Business 

Facilitation Centre  

(OBFC) 
This case study was produced by the Lesotho 

Priority Support Programme (PSP), with the 

support of the UK Department for Interna-

tional Development (DFID). 

 

This report is not a PSP deliverable and does 

not represent the views of DFID. It is a volun-

tary effort by the programme to set down 

some thoughts and experiences in a way that 

may help government and development agen-

cies think about their future strategies for the 

sector.  

 

The PSP was implemented by a consortium 

comprised of Harewelle International, British 

Council, CARE and Khalapa Development 

Agency. 

A Four-pillar Approach to Broader Investment Climate Reform  

òThe key message behind this budget is simple. Lesotho cannot afford to lose to other countries the race for 

jobs; the race for a better life for all its people; and the race for high, sustainable and shared economic growth. 

What do we need to win this race? We need teamwork, partnerships and an investment conducive environment 

that can encourage local and foreign investors alike. Our traditional mindset for doing business must change. 

We must é streamline procedures and processes for doing businesséó Government of Lesotho  Budget Speech, 

2008 


