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AGENDA FOR THE WORKSHOP
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AGENDA

Thursday 11 June 2009
0800 - 08n00 Coffee and Registration
Session 1 Setting the Scene
0800 - 06K16 Wsloome and Objectives of the Workshop
Py = e Introducing ComMark:
03n16 - 06h45 Feszulls Framewark and Approach

A Measuring Resuits:
06~ 10018 Lales! "Making Markels Work for e Pocoe’ Theory and Praclioe
10016 - 10030 TEA

Generating Jobs:

Session 2

10830 - 1 1ha0

11030 - 12n30

1230 - 13130

Session 3

13730 - 14h15

14115 - 15H30

150 - 16000

16900 - 16h45

Pro-poor Development: Measuring Results Workshop

11-12 June 2009

Protea Hotel Balalaika, Johannesburg, South Africa

Building Labour-Intansive Manufacturing & Service Industnes
n Developing Countries

Reaching New Heights in the Mountain Kingdom;
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Redistributing the Tourism Dollar:
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LUNCH

Getting Policy Right:

Pro-Poor Policy Development in Southern Afnca

Counting the Cost of Rad Tape in the South African
Tourism Sector

Clear Skies over Southern Africa:
Encauragng Astne Liberaksadon Froect

TEA

Helping Policy-Makers Change the Light Bub:
The South Afca Elsotnorty Prong Path Project
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Friday 12 June 2009
Session 1 Lessons from Abroad
Same Cbjective - Different Context:
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1.0 WELCOME AND OBJETIVES OF THE WORKSHOP

In welcoming the participants, the Chair of the day, Dr Rashad Cas$imis &0 the
ComMark Board Chairman indicated that the ComMark Trust has a eieér&8oard
Members both from the Government, Private Sector, farmers andviddals who have a
diverse background to support the Organisatiohe Chair stated thathe workshopis
attended by about 90 participantsom across South Africa, region as well as Bangladesh,
UK, Canada for information sharing and benchmarHimgg of Participants.

The participants were informed that the workshop is basedthe previous work that has
been done in the various areas, specifically asking if these projects achieving something,
thus measuring the progress of the ComMark funded project$he Chair informed the
meeting that the tools for measuring the progress will be based on the ComMark measuring
and evaluation tools that use various critersaich as measuring the product through
problematic issues or challenges

The participants wex further informed that the workshop is an opportunity f6omMark to
assess the whol@rocess of implemeimg the projects and present the outcome of the
workshop to theComMark Board to check the success of the procegsajects. Finally the
Chair asgred the participants that the workshop will be more open discussion and everyone
should feel free to raise any issue that they feel it will benefit the progress of the projects
and ComMark.

2.0 INTRODUCING COMMARK: OUR APPROACH, RESULT FRAMEWORK AND INTERI
REULTS

Introducing his presentation, Mr Stephen Hanival, the Director of ComMark Trust informed

the participants that the workshop is being held after the biggest African Stock Exchange

Meeting dealing with issues of marketingln brief, he presentatbon showed how the

following five major context issues led to a design phase to establish ComMark in 2003:

A Frustration with relatively poor results from dondriven development aid projects +
government failures

A 1 A3K OdzNNByOe Ay WaK g AtyZ32 N N SASE 26 2WI y (F 21N

A [/ 2NB LINI 2F 5CL5Qa | LILINEGsGpKort frém influgditiad - G S {
development donor

A Key elements of M4P approaghmarket systemsscaleand sustainability

In terms of the approachit is based on theonducting baselines in whictthe ComMark
needs to collect information and undertakesearcheshefore implementing the project.
The meeting was informedhat ComMark performs a catalyticrole in the region by
implementing the following catalytic interventis:

Pro-Poor Development: Measuring Results



Unlocking theddeack assets

Leverage other resourcét date the leverage rate is 1.1%)

Exit dateof the project

Market enhancindy creating partnership with the communities

Community facilitatiorg has been difficult when dealing with corporaterpeers

in explaining what community facilitation is, and this can sometimes delay the
project.

a s wbdhE

¢CKS YSSOAYy3 461 a AyF2NMEdstdd KIG GKS / 2Yal N] Qa
a. Contribute to reducing the number of people living under WB poverty line
($1/day) by 5% from 2002 @007.
b.  Contribute to improving the Gini Coefficients [available for Lesotho (0.56), SA
(0.59) & Swaziland (0.61) by 5% from 2002 to 2007.

As an example in the Southern African region, the following countries have these figures of
people who are in poverty:
A South Africag 10 000 000
Lesothog 800 000
Swaziland; 700 000
Botswanag 400000
Namibiag 900000

> > > D>

The aim of ComMark is toontribute to reducing the number of people living under the
poverty line, targeting to move about 640 out of poverty.

In regard to the evaluation approactMr Hanival indicated that in overall perspective,
ComMarck is doing well due to the working relationship it has with its projects stakeholders.
He shared the following evaluation approaches in which he explained howM@rkms
doing on them:

a) Monitoring vs Evaluatiorg explained that ComMark has been concentrating on
the monitoring aspect of projects and need to do more of evaluation part in
which they are not good at it now. They will need a good strategy to do
evaluaton part of the projects.

b) Complex projects with multiple suprojects ¢ need to take in account the
various projects that evolve when doing evaluation process.

c) Exogenous factors

d) Implementationlags- indicated that there might be the design or development
of the project scope but the main problem is that there is lack or very poor
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institutional capacity. Therefore, ComMark wouléed to find a partnership to
implement the project.

e) Lag before intervention has impacttherefore it is difficult to evaluatehe
process of the projects.

Apart from the above, ComMark has achieMetiowing outcomes since implementation
after five (5) years:

A Appointment of the Eternal Reference Group
A Appointment oflndependent researchers
A Strongquantitative bias to evaluation

For example, Mr Hanival shared thellowing diagram to indicate thesuccessful
achievements in terms of alleviating poverty in a household size of 4 through the various

projects being supported by ComMark, resultinGrand Total = 30892 with a totalcost =
R85per person per annual

Figure 2.1: Successful achievements in alleviating poverty in a Household Size of 4 through ComMark projects

Mr Hanival concluded his presentation by sharing the following emerging themes in which
ComMarkwould need to address:
e Multiple livelihood strategieg knowledge sharing vs. internalisation
¢ Need for more sophisticated measurement approaches
0 Cost/Benefit
o Exante
0 Attribution issues
e Assessing policy impact remains a major challenge
e Social capital/nework issues undeestimated
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PRACTICES

Jim Tanburn opened by asking for a show of hands from the participants on their
backgrounds; this showed that they were evenly divided between imeiders,
researchers and policy makers. They were also distributed between donors, NGOs and
consultants. Very few participants thought that results measurement was easy, but
similarly, very few thought that it was impossible.

He then spoke briefly aboutidiown background, in the private sector, running an NGO,
working in the UN and currently as a consultante reported being part of two sets of
conversations: one of those involved people who felt that all interventionist approaches,
including for examig M4P and value chain development, had ‘failed’, because they had
failed to demonstrate convincing resultsThe other set of conversations was with those
implementing such programmes, who felt that the results they had achieved were so good,
that they dd not dare to publish themas they would not be credible.

Both sets of conversations, however, pointed to the remarkable lack of credible data on
results achieved, meaning that development agencies tended to switch from one approach
to another, based mre on persuasion than on evidenceThis is not surprising, given the
normal mode of implementation of development programmes particular, the logframe

(or logical framework) is too crude to support implementers in articulating the logic of their
programmes.

Meanwhile, the pressure is growing for development agencies to report on the results
achieved; in particular, parliaments in donor countries are very keen to know what their
donor agency has contributed towards meeting the MDGghe luxury of aying that
measurement is 'difficult’ is no longer acceptable, and practitioners are going to have to
measure more, and better. This is particularly true of M4P, which has always been
premised on achieving scale.

The first step in measuring results edrticulate the logic of the intervention, in the detail
required to be able to specify indicators for each key step in the logic, to measure the
change in those indicators, and to attribute those changes to the interventian.exanple

from Vietnam washown in theslidebelow. This slide also illustrated the problem of the
logframe format, since all of the logical steps are aggregated into one box each, for outputs,
outcomes and impacts (rather than allowing the logical flow to be shown for each key
results chain separately).
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Example of a (simplified) results chain

Increased incomes for rural /
Impacts poor bamboo farmers and
others on sustainable basis

1

Price of bamboo increases - sustainably -~

Bamboo

Demand for bamboo increases
Outcomes — 7 harvested
Return per kg increases New plants built, _ 5““3'"?“\'
for pre-processors operating profitabl '
! pre-p il & p L Bamboo <3
: - years old not
Pre-processors up-grade Investors decide to invest harvested
workshops : -
Activities to encourage Farmers and
Support to pre-processors | | jnyestment in new factories buyers
Interventions | to up-grade workshops, t0 | | +5 manufacture bamboo persuaded to
use whele bamboo plant products with high added operate
value (e.g. strand-woven) _ sustainably

Adapted from the Prosperity Initiative, Vietnam

Another key element is to have external review of the measurement process used
something which ComMark had started to think about, with the Reference Group. The
Donor Committee had taken this approach too, with a fieldapproach; more information

on this can be found at the Committee's websitepatw.EnterpriseDevelopment.org

COMMENTS AND QUESTIONS:

Few comments and questions were raised after the presentationshioh one participant
wanted to know if there is any experience of measuring programmes not using the log
framework. The participant indicated that in collecting data, people are not clear about the
data to be collected, what indicators should be useth respamse, one of the donor
representatives (DFID) indicated that Log Frameworks are used as a tool by the donors to
monitor and make follow ups on the activities and indicators to be achieved, and how to
tangle the markets situation. Another particigeadded that log frameworks needed to be
made to work as they are there to provide guidance on the process of implementing the
project. Furthermore, one participant thought that demanding log frameworks for projects
is a pressure from donors. In shy the experience, the representative from the East
(Bangladesh) indicated that they have a huge problem of usindrémgeworks aseach
donor has its own format.

Pro-Poor Development: Measuring Results
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Another comment was made on the size of household of 4 by ComMark as the normal size
or rate is between 6.0 household in size. ComMark explained that they used this ratio
because of the study which was undertaken in Lesotho.

The presenter concluded that session by indicating that all comments and questions raised
especially on the use difie log framework are related to the sustainability of the projects.

Pro-Poor Development: Measuring Results
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4.0 REACHING NEW HEIGHTS IN MOUNTAIN KINGDOVHE COMMARK
LESOTHO CLOTHING & TEXTILE PROGRAMME

4.1 Introduction andBackground Information

The presentatio was introduced by Andy Salm of the Lesotho Textile and Apparel Sector
Programme in which he informed the meeting that the programme has been designed to
help the garment entrepreneurs to enter the full process of the garment sector and take the
advanta@ of the export market to the USArough the African Growth and Opportunity Act
(AGOA) of 2000

He then talked briefly about théesotho Apparel project which is the oldest project in

/ 2Yal Nl Qa t NRBINIYYS |yR KIFa oSyslfdoapeted o0& Kl
prior to the inception of ComMark and therefore had a head start on other projects. He
traced some of the history of the project including the fact that DFID had been funding the
Lesotho Garment Centre but this project was closed becausedifficult to mix training

with production in a project based program but it wamcluded that this was the right
subsector but the wrong programme. A subsector study was then conducted for the
Ministry of Trade and Industry Cooperatives and Marketwtgch, when concluded, was
submitted to cabinet and became a working document of the Lesotho Governifieat.
Government of Lesotho then requested DFID to help to address some of the
recommendations made in the report.

Mr Salm further referred to the eleemnts of the project which include the training -co
finance scheme, technical assistance to all the stakeholders in the industry, trade
promotion, assistance with investment missions that had attracted a number of RSA firm to
Lesotho and the ALAFA (Apparesatho Alliance to Fight Aids) which reaches almost 90% of
the workers in the industry with prevention and 80% with treatment services. He concluded
his talk by stating that it was an honour and privilege to be entrusted with donor funding to
conduct sucha project as this. Mr Saim then introduced Dr Mills Soko, the Director and
Founder of the Mthente Research and Consulting Senticeshare the outcomes of the
impact assessment of therogrammecommissioned by ComMark in March 2009.

As an introductoy to his talk, Dr Mills informed the meeting that no comprehensive
FaasSaaySyd 2F GKS AYLI OG 2F GKS /2Yal NJ Qa [ ¢
has been undertaken since its inception in 2003. Previous assessments focussed only on
specific compnents of the programme; therefore this impact assessment is the first
evaluation of the entire ProgrammeTherefore, the presentationAnnex 3 isto share the

findings of the impact assessment of the Lesotho Textile and Apparel Sector Programme in
Lesoho over aperiodafivé S NJ LISNA 2R aAyO0S GKS /2Yal NJ Q&
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In terms of the economic development in Lesotho, the Textile and Apf&ebr isone of

the primary drivers, catributing aboutm y2’z 2 ¥ [ S &l dcsofngfor Mére than

BDrE: 2 F  [ofldefpdrts thusdepresenting a major source of export earning3he

textile industry is the largest employer in Lesotho, employingre than half of the

O 2 dzy totdBabodir force a dzOK 2F (KS &S00 2 ND&stimBla@dyi K | YR
the introduction of the African Growth and Opportunity Act (AGOA) in 2@ &bling

Lesotho to benefit from botlkuty-free and quotafree access into the US marketThis has

made Lesothoto become Su | K NI y | FNA Ol Q& of@ldtfing to the UNH S &
with the overall value of exports growing nearly thrfedd over a period of six years (2001

2007). In 2007, more than 44 textile factories mainly specializing in woven and knit
garments, were operating in Lesotho, spread acrasvariety of industry suiectors
including demin fabrics/cotton yarn, home textile, embroidery, screen printing and laundry.
Today, the textile and apparel sector produces more than 26 million pairs of demin jeans
and 90 million knit garments annuallgs well as leading to a significant number of the

% 2 NImBsQastablished brands.

Presenting the background information on the programme, Dr Soko indicated that in
2001/02 a subsector studyon the garment industry in Lesothavas undertaken and
identified the following rumber of constraints considered to be hampering the
development othe textile and apparel sector:

lack of investment in environmental services and infrastructure facilities

low levels of factory and worker productivity

poor perceptionof the sector among both local and international stakeholders

threats to the favourable international trading environment garment exporters

> > >y >

And given the importance of the industry in terms of the semonomic development

perspective, it was clear thathese constraints need to be addressed to ensure the

AYRdAzaGNBE QA f 2y 3 SN 20zhel ComMarkaTdudt launchedfive- ¢ K S NX

year Textile and Apparel Sector Programméth the aim of supporting the Government of

Lesotho, employers andiorkers in the garment sectdio addressthe aboveconstraints

The pogramme involvedhe following fourcore interventions:

x  The placement of éong-term technical advisoin the Lesotho National Development
Corporation (LNDC)

x  The establishment ofraning Caofinancing Schemeéo encourage factory owners to
invest in training

x  The conceptualisation and implementation of a seatode HIV/AIDS programme
the Apparel Lesotho Alliance to Fight Aids (ALAFA)

x  The provision of financial and technitade negptiations support
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4.1.1 Objectives of the Impact Assessment

On the basis of the above background, the impact assessmktiie programme was
initiated, explicitly to the following objectives:

A

Revieweconomic performance of the textile and apparel sectorrotee 20022008

period & compare this performance with that of two key African competitor countries:

Kenya and Swaziland

Estimate the poverty impact of employment trends in the sector between 2003 and

2008

Establish and/or verify the sectéevel outcome2 ¥ / 2Yal NJ Q4 Ay (iSNBSy
Asseskevaluate extent to which the constraints and challenges identified in the

t NEINF YYSQa RSaAA3IYy LKIFAS AY HAnMKHAAH KI
mitigated

4.1.2 Methodology

The methodological approackmployed was based on two phases: a comprehensive
desktop research phase and a muiéiceted field work phase involving the following

techniques:

A Review and analysis of project documentation provided by ComMarkAqrel
Lesotho Alliance to Fight AIDS.AFA

A Desktop research and review of relevant literature

A Quantitative analysis of statistical data

A Semistructured interviews with industry stakeholders, project personnel and key
informants (78 in total)

A vdzZ tAGFGADBS ddz2NBSe 2F Aynie®NY I GA2y |t 0dz2 SNI

A Focus group discussions

A Onsite factory visits and technical training assessments

It was noted that given the process of the impact assessment to evaluate the entire

/ 2Yal N}l Qa t NRPAINIYYS Ay [Saz2iK23 Th&éonégn®2 LIS 23
performance of the the sector was compared with the corresponding performance of the

key African competitors being Kenya and Swaziland.

4.2 Economic Performance of Textile and Apparel Sector: 20028

4.2.1 Broad Findings of the Assessment

In terms of both ofemployment and garment exportshe textile and apparel sector in
Lesotho has grown significantiynse the ComMark projeatas launched, in which much of
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this growth has beenattributed directly to the competitive advantage generated through
AGOA The ®ctor experienced a downturn in fortunes in 20@&h a number of &ctory
closuresand total employment dropped by nearly one quartgrimarily due to US$
weakness and the expiry of the ATC

4.2.2 Employment and average wage levels

The meeting noted that themployment sector went up by nearly 37% between 2002 and
2008, reaching a peak in 2004, while total employment in the textile and apparel sectors in
Kenya and Swaziland went declined due to global economic crush over the same period.
Nevertheless, givethe similarities in demand and market conditions in these 3 countries
the contrast in employment trends is substantilough rdlected improvements in

[ S &2 (béaksapaly conditionarefacilitated by/ 2 Y a | ptdgiérame.

4.2.3 Exports

Itis observed tha  KS [ dfahapparkl2xpdrts td the worldasmore than doubled

in USdollar value termsbetween 2002 and the end of 200&nd Lesotho continued to
export the vast majority of its textile and apparel products to the US (80% of total exports in
the sector) After exports to the US, South Africatailers were the second biggest
purchasers ofjarments, followed by anada It has been noted that some limitgaogress

has been made in terms of the diversification of exports to other destinatiparsicularly

to South Africa and to the SACU and SADC mark#&ftsle on the other side, thexports to

the EU have remained negligible

4.2.4 Investment in the Sector

The textile and apparel sector in Lesotho hasnained overwhelmingly dominated by
foreignowned firms (mostly Taiwanese and South Africamfile thelocal investment in
the form of Basotheowned clothing manufacturing firms remained largely confined to small
enterprises servicing niche local marketBetween 2000 and 2005, 31 investment pragec
undertakenand amajor investment came in the form of the establishment of a vertically
integrated denim mill in 2004 (US$120 million)In 2005, a ew wave of mostly highly
labourintensive investmentsn the sector heralded a slight change in the fjeoof the
investment of the industry. This was shown by tlggowing number of non
Chinese/Taiwanese investaaad greater focusing on supplying the SACU marketplace

4.2.5 Cost per Unit of Production
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Qualitative evidence revealed that there was a declineairerage costs per unit of
production in the sector from 2002 onwards, particularly after the expiration of the ATC in
2005  However, despite the decline in average production costese costs remain
relatively high especially in comparison to thoseaced by firms in Asian competitor
countries

4.2.6 Costs of doing business

It has been noted that®@me improvements in terms of tax rates and administration,
business licensing and permits, access to finance, and relaxing constraints imposed by
labour regulatbns and infrastructure service delays

43 9AGAYIFGAY3a (GKS /2Yal Nl Qa tNRBINIYYSQa t20S

In terms of job creation, 968dditional jobs were created in Lesothewhile 30 646and 15

636 were lost in Kenya and Swaziland respectigiween 2002 and 2008 This reflects a
major impact of the ComMark programmia Lesothogiven the massive contractions in
employment in Kenya and Swaziland@'he relative growth in employment in the textile and
apparel sector in Lesotho has significant implications forkte@ader economic context in
Lesotho It was noted that abou#t6% and 47% of all textile and apparel manufacturing
workers have at least one person that is entirely dependent & partially dependent on them
respectively with amean number of dependants feach worker is 4.1

44 Sectof] S@St hdziO2YSa 2F /2Yal N] Qa LYGSNIISYUGA:

4.4.1 Long-term Technical Assistance to LNDC

/ 2Yal Nl Qa t NRINFYYS AA3IYySR I aSY2NIyRdzy 2F !

Development Corporation (LNDC) to provide the texditel apparel sector industry with

services of a longerm technical advisor to LNDC. LNDC is the principal parastatal body of

[ Sa2(GK2 D2@SNYyYSyid (FaiSR 6AGK (GKS AYLI SYSy

policies. The impact assessment revealddK I i (1 KS placient-oNg |éhderm

G§SOKYAOIf | ROA&A2NI Ay (GUKS [b5/ KF&a AYLNROSR

performance in which the most prominent contributions include the following:

A Training staff and engendering a more productiverk ethic

A Improving the understanding of issues relating to the sector among LNDC
management

A 1aaradAiy3a GKS [b5/ G2 SadlrotAakK I oSGGSNII

A Generating improvements in terms of market access for textiles and garments
produced in Lesotho.

A Improving the ability of the LNDC to attract additional investment in the sector
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A {SNDBAY3 Ia +y Ww-3Syid 2F OKIy3asQ Ay GKS

It was also noted that the following number of specific outcomes were aelidor the
textile and apparel sector between 2002 and 2008 thdse directlyor indirectly from the
term technical assistance:

A Reduction in corporate taxes for manufacturing exporters

A Increase in investment missions to South Africa

A Streamlining of thepplication of VAT within the sector

A Reduction in the number of textile and apparel related cases brought before the
Department of Dispute Prevention and Resolution (DDPR)

A Improvements in the operation and performance of the LTEA

Despite the considerableontributions, the assessment highlighted the following problems

and challenges relating to the structure and implementation o f the technical assistance to

LNDC:

A Lack of sufficient transfer of skills, technical knowledge and capacity to local Basotho
staff within the LNDC and LTEA

A LNDC was not sufficiently ptoOG A @S Ay F2fft2Ay3 dzLJ 2y [ 2
and sector priorities with the Government of Lesotho

A Occasional inability of both ComMark and the LNDC to report directly toléngh
decisionmakers in the Government

A WeRRIGYQ | LILINBFOK (2 (KS RS@St2LIYSyd 2F (K
assistance

4.4.2 Training and Productivity Co -funding Scheme

¢CKNRdzZAK GKS /2Yal Nl Qa LINPINFXYYSsE Ad ¢l a y2i
the textile and apparel sector could be addressed by targeted training interventions for the
aSO02NNa ¢2N] F2NOS P ¢ KSNEF2NES Ay-FuWiry S H N
Scheme (TCFS) with the dmincentivise companies to train their staff so asriorease the
productivity, competitiveness and profitability of the sectorThe TFCS wagwuised to

reimburse qualifying companies for approved training fees on a declining annual Bé&s

impact assessment has revealed that tleheme has grown cordgrably since its launch

such that a mmber of signed cdinanced training contracts in each year grew from 2 in

2004 to 30 in 200&nd the rumber of registered training service providers up from 18 in

2006 to 30 Despite the positive side of the scherties following problems of the funding

were noted:

A Communication difficulties between the training facilitator, factory supervisors and
Basotho workers
A Lack of adequate followp on the implementation of training techniques
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A Resistance to change among trizig beneficiaries and factory management

A albylr3aSNAFf IyR aAdz2LJSNIA&a2NE f S@St NBtSa Ay
factories still remain overwhelmingly dominated by expatriate staff, comparatively
little replacement of expatriate managersttvlocal Basotho employees.

A Despite the cdinancing facility, some companies could still not afford to pay the
balance of the costs

4.4.3 Apparel Lesotho Alliance to Fight AIDS (ALAFA)

Lesotho like other African countries which has been hit by the outbiakIV/AIDS,

Lesotho has an HIV prevalence of 23.2% (one of the highest in the world). In order to
combat this problem, the ALAFA programme was launched in May 2006 and this
programme was designed toe anallianceof government stakeholders, service prders,

employers, labour representatives, retailers, funders, donors and multilateral organisations
united in fighting the epidemi® I [ pp@4acifiavolves Policy, Prevention, Treatment

and Advocacy componentnd including training for health profdssals as well as a peer
education programme within the factories. The findings shows that to date, the 90% of the
aSO02NNa g2N] F2NOS Kl & O0O0OSaa (G2 LINBGSyilAzy
Fd GKS TFrOU2NASaQ Of havel dapted Vi Rabodr da® Ndmpliptic  F I O
HIV/AIDS policy or in the process of developing one.

However, the programme like any programme has problems and challenges, and the
following were noted:

A [FO1 2F | Of SINJ 4dz00SaaArzy LIy F2NI ! [! C! (

A Difficulties in gaining bujn and understanding from some factory owners and
management

A Relatively slow implementation of the care and treatment component

A High demands for health care services that are beyond what ALAFA can offer

A Limited provision of hospil services by ALAFA, tied to a policy that requires that
these services be reviewed on a case by case basis

A Majority of patients on ARVs are struggling to buy food (due to low salaries) and yet

the ALAFA programme does not cater for food supplements tiemmis
A 1[I ClQa NFBf ALy QSffugdihg iRauy theNdrogralmyhR wolild have to
close down

4.4.4 Trade Negotiations Support

The impact assessment revealed thatween 2003 and 2008 significant progress was

achieved in terms of maintaining afamdt 0 £ S AY UG SNY I GA2yFf GNI} RS S
garment exports The mostnotable achievementsvas the etension of the AGOA
preferences until 2015 G KSNBX o6 & Y I A ydrdeknd qiotsiee dtdéss ihe R dzi &
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US market; the sension of the thid country sourcing provision under the AGOA

agreement until 2012repeal of the abundant supply provision at the end of September

2008and9 ! Qa4 O2YL}X SE R2dz0t S GNIyaF2NXI GA2Y NXz S

single transformation rules of origirquirement in 2008 In contrastthe expiry of the ATC

on 31 December 2008 ELJ2 SR [ S&420(K2Q4& 3II N¥Syid SELZNISN

cheaper Asian producers (e.g. China, India, Bangladesh and Cambodia)

The key findings of the assessment showedth® Yal NJ Qa YI 22NJ O2y GUNRO

providing technical briefings and papers and financial assistance to various stakeholders &

lobby groups representing the interests of Lesotho in the international trade areima

particular, ComMark

A Provided techical assistance to the MTICM in trade negotiations

Drafted briefing documents, position papers and strategy documents on 4rgldésd

matters for the MTICM, LNDC and LTEA, and lobby groups (ACT, ACTIF, MFA Forum)

A Helped the LNDC and the LTEA to undecstéime implications of various trade
agreements and trade preferences

A LYLNRGSR [Saz2iK2Qa GNIRS yS3z2G4AFaGAy3a OF LI
Ay GKS GSOKyYyAO!I f alAfta NBIAdANBR (2 STTFS
internationaltrade arena

> >

4.5 Assessing the extent to which identified constraints and challenges have been
addressed

It was noted that the several constraints and challenges identified have limited effect on the

RS@GSt2LIYSyd 2F GKS [ Sa 2 ma@uongitiekéy chiafengésy R I L.

there were concerns relating to environmental constraints, infrastructure constraints,

labour issues and branding issues and public relations.

4.5.1 Environmental Constraints

It is noted that the most significant concerns relatedhe impact of the textile and apparel
sector on environment were:

A Extraction of large amounts of water from the Caledon River

A Discharge of untreated effluents, polluting the local water courses

A Burning of waste at factories and at the municipal waste si

It has been revealed that since 2002, progress has been made in terms of factories
establishing water treatment facilities and recycling watgogressn increasing the supply

of water to industrial estates & improving the quality of waterd mproved availability and
affordability of cleaner production methods However, there has been weakness in the
system such that there iackof appropriate legislation and penalties or rewards to enforce
the use of these methods
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4 5.2 Infrastructure Constraints

The participants noted thati HAanH X GKS aSO02NNa YvYz2ad dz2NBSyY

were serviced industrial sitesadditional factory shellseliable water supplywastewater

treatment plantsand increased logistical capacity of Mascon. It wia® noted that a

number of challenges weradentified and continued to hamper the supply of Hoailt

factory shells, particularly in 2006. For example the following were experienced:

A tINIfte RdzS G2 GKS [b5/Qa t10]1 2F FAYIYOALf

A Many potential hvestors have been turned away due to a lack of suitable or available
factory space

A Some existing investors have been unable to expand their facilities

A Some strategic value chain investors could not be accommodated due to the lack of
critical infrastructue

4.5.3 Labour Issues

It was notedthat there were several labotnelated problemsin the garment industry

including the poor industrial relations; inadequate training of supervisors and labour:= cross

cultural misunderstandings; poor and exploitative workitgnditions and high HIV/AIDS

AYFSOGA2y NIGSa 6SNB SELISNASYOSR 06S¥2NB (KS

ydzYo SNJ 2F LR AAGAGS OKIy3aSa KI @S 200d2NNBR Ay

this includes:

A LTEA has begun to play a more agtrole in encouraging its members to abide by
[ Sa20K2Qa ftlFo02dz2NJ O2RS

A LYGSNYyFriGaA2ylf o0d2SNRQ O2YLX Al yOS O2RSa KI
and relations in the factories

A b2g IANBFGIGSNI O2tfl 02N A2y o0SGoSSyona[ Sa2iK
0dz22 SNBRQ Y2y Al2NE

A [Saz2tK2Qa flFo2dz2NJ tFga IINB y2¢g o0SAy3a SyF2I
dealing with disputes

A Many more labour disputes are now being resolved at the factory level

However, like any industry, a number of labour issues stitlain prevalent to the sector, in

particular:

A Many small factories may still not comply with labour codes of conduct

Still tension between expatriate managers and Basotho supervisors and workers

Some interviewees cited problems with poor working conditiand very low wages

WSONHA GYSYy (i Aa adAftt R2yS AyF2NXIftes oAl
GKS 3IFGS¢ .2F GKS FF Od2NE

> > >
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4.5.4 Branding Issues and Public Relations

Despite some progress in improving the internal and external image of the garmeistind
in Lesotho, the impact assessment revealed that this section does not receive favourable
support and image, and the sector is still facanigt of challenges suchs:
A LEttS3rt FyR dzyFlI ANJ RSRdzOGA2ya FTNRBY 62NJ] SN
A Expatriate manags and supervisors generally have negative attitudes towards and
lack of respect for Basotho workers
A Working conditions in the sector are very poor and pay is low
A Lack of enforcement of regulations
A Concerns about quality of some goods produced in Lesotho

4.6 Assessment Conclusions

The findings of the impact assessment showed tGamMark has made a considerable
contribution to the performance and sustainability of the textile and apparel sector in
Lesothoand H & LJX @SR | 1S NRfSOKYVYIDMAYA OGHES |
/ 2Yal N}l Qa O2yiGNROodziA2y Ay AYLINROGAY3I f 20! f
contributing to the retention of jobs and overall growth in employment in the sector
between 2002 and 2008, has been considerabl@he organisath has also made a
significant contribution to achieving a variety of positive sed¢éwel outcomes. It has been

noted that me significant weakness of the Programme has been ldok of sufficient
transfer of skills, technical knowledge and capacity Ieeal Basotho in the sector,
particularly to staff within the LNDC and LTHAs also clear that the Programme has been
unable to achieve a meaningful impact in terms of indigenising the textile and apparel
sector in Lesotho The sector stilremainsin a tenuous position, primarily due to itver-

reliance onthe US market andhe comparative advantage is afforded undelAGOA The
longterm sustainability and viability of the sectatill remains under threaposed by
LI2aaAoAf Ale foieignodnersPd sé@aiids vl EelBc@te operations to cheaper
production destinations

4.7 Recommendations

Based on the above core findings of the impact assessment, the following broad

recommendations have been derived:

e  Diversify the destination of Le6t2 Qa 3 NX¥ Sy i SELJ2 NI a

o Promote greater indigenisation of the sector

o Produce measurable targets and outcomes in terms of skills transfer and capacity
development

o Greater interaction between the host institution(s) and ComMark is required in
structuring futuretechnical assistance interventions
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o Develop a succession plan for ALAFA

o Actively engage with South African policymakers on the future of SACU

o Intensify efforts to implement environmental policy initiatives

o Develop specific measurable targets and outcomagting to infrastructure provision
o Provide greater support to Basotho entrepreneurs in the sector

o Leverage buyers from countries in markets other than the US

o Focus more attention on handm, grassroots work and interventions in the sector

COMMENTSNMD QUESTIONS

During the time of comments and questions, one of the participants asked if there is a
political will in address the problems/concerns and challenges facing the textile and apparel
sector in Lesotho as the study have shown that some needhing of the government. In
response, the presenter indicated that the question can be subjective in how it is asked but
he assured everyone that there is a political will and support of the poladyers including

the government and privateector arecommitted to work with the industry to address the
challenges and resolve them. They are aware of the significant impact the industry has on
the development and economy of the country.

There was a comment in which the participants indicated that thodlgh impact
assessment has shown without doubt the tremendous influence of the particular project
has impacted on the garment sector, but on the other hand having the policy advisory
services in the context of AGOA, that does not necessary mean that tfexpoan directly
attribute the impact of AGOA to that particular project. The participant pointed out that
ComMark and project partners should be careful as in one hand they have political and
public constitutionghat need to sedactorsor figures butit should not be such as way that

it will give a conclusiothat it made a contribution to the sector than making that it was the
attribution of AGOA. In response, the presenter indicated thitwas not by intentionto

show the picture presented but need to show the important role and active participation

of ComMarkhat has made to the textile and apparel sector in Lesotho.

There was another question related to competitiveness in which the response was that
competitiveness as it gives some improverseand gave a success in business climate in
dealing with taxes, administration, issues related to training , less time in opening a business
FYR 26 O2NNHzZLIJiA2y Ol aSao [ Sa2iK2Qa GSEGACT
Kenya and Swazilarelen though they had a similar intervention by providing a conducive

climate for business. He also stressed that ComMark has made a valuable contribution to

the sector.

Lastly it was noted that more emphasis should be made on the institutional develdpme
and branding as these area are not receiving a lot of support and need to be addressed.

Pro-Poor Development: Measuring Results



5.0 REDISTRIBUTING THE TOURISM DOLLAR: ENHANCING CORNEREDTY
TOURISM IN NAMIBIA

LYGNRRdzOAY3I KSNJ GFf12X WIFOIjdzStAYyS awWheoOlASE
Federation of Namibian Tourism AssociatioRENATA), she indicated that there is a high
tourism demand in Namibia (frorextension of RSA holiday to destinatjiothe strong

growth ¢ sellers marketand arival and employment numbers increase); ebling
environment(where there are Community Based Natural Resources Management (CBNRM)
¢Community Based Tourism (CBT) and<ervanciesand concession areas); and lastly the
supporting programmes such as NTDP and. LBFE indicated that they were glad thateth

/I 2Yal Nl Qa AYyUuUSNBSyidAzy OFYS |{ ravieing the IKG
Tourism Strategy after enacting of the National Tourism Board Act of 2000.

The main objective of the evaluation in the Namibia Tourism sector was part of the overall
prograY YS (G2 adasSaa GKS NBfSGFryOSzI AYLI Otz STTA
intervention in and support to tourism development in the Southern African against the
expected result to contribute to the reduction of the incidence of poverty aredjuity on

the basis of the indicators formulated in the logical framework. It was noted that the
outcome of the assessment was to make sure that ComMark was in a position to objectively
answer the following questions:

o To what extend have the activities of ChBlark contributed to a reduction in
household poverty?
o Too what extend the activities of ComMark led to a-paor, systemic change in the
structure and performance of the markets and sectors in which it works?
e  Has ComMarkeen able to effectively demonsttaS> NBFAYS YR | ROl y(
YEN] SGa 62N] F2N GKS LR2ND RS@OSt2LIYSyd LI
o Is ComMark and its institutional structure an effective deaat delivery mechanism
and what lessons can be learnt from this approach?

Jackie informed the meeting thatéhe was iIRRS LJG K S @I f dzt GA2Yy 2F [/ 2Ya
Tourism Development in Namibia as from 2003 to 2007, and the project analyses was more
on the rapid growing community based tourism (CBT) sector involving the following:

o Intervention 1: Identification and removal of barriers to acceptable toam
development on communal land;

o Intervention 2: Review of the Namibian Community Based Tourism Association and its
role in support of community based tourism in Namijbia

o Intervention 3: Development of a Black EconanEmpowerment (BEE) charter for the
sector,
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A 7 A

e Interventon 4wS@ASé 2F GKS FANRG LKIFaAaS 2F GKS vy
assets for the Namibian Tourism Board; and

o Intervention 5: Assistance to the establishment of a system for tourism satellite
accounts

The methodology applied consists of the review of all relevant documentation, interviews
with the relevant people and site visits.

¢CKS F2tft2gAy3 1Se FAYRAYIEA 6SNB y20SR Ay (KS

a) Intervention 1. Removal dBarriers study it was notedthe immediate benefit of the
intervention was significantly the increased awareness of the barriers amongst those
directly and indirectly involved in the sector. The barriers identified were
summarized into legal and procediiréinancial and empowerment issues. In terms of
the legal and procedural issues, the Minsitry of Environment & Tourism was
encouraged to propose regulations under the Communal Land Reform Act as an
attempt to solve the issue of land ownership and encgarantegrated land use
planning. The ministry was also encouraged to play a role in advocating the
harmonization and integration of the various pieces of legislation impacting of natural
resources management.

In the case of financial issues, significharriers were identified and the Ministry was
encouraged to work with thédevelopment Bank of Namibia the development of
community tourism awareness arekpertise in the Bank as well as to encourage the
provision of financial products in the privatector banking arena. The identified
number of empowerment issues encouraged the Ministry to investigate the extension
of an existing subsidised loan scheme for agriculture sector to the tourism sector as
well as to investigate the development of affirmat financial products for the
tourism sector.

In evaluating the results, it was found that since 2004, an additional 18 joint venture
tourism agreements on communal land were in place creating an income for
conservancies, individual cash income and comahunonrcash values in 2007. This
benefited also most 500 households. The Ministry of Environment and Tourism and
the private sector associatiofFENATAmanaged to match the grants in the
Millennium Challenge Account (MCA) for tourism developmenthough it was not
possible to create funding of CBT with the Development Bank of Namibia, certain
commercial banks committed themselves to support the sector by recruiting
designated tourism staff to man the specific created Tourism Development Desk.
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b)

d)

Intervention 2: Review oNACOBTANd CBT: The evaluation has revealed that
existing functions and structure of NACOBTA need to be revised if the organization
sustainable service delivery There is also encouragement of a clear and credible
vision of sustinability for CBT and for its NACOBTA itselbwever it was noted that
some of the functions of the organization should be undertaken commercially by third
parties thus relieving the organization. As for the review on CBT, it was noted that
there neal for a change as a matter afgency; need to revise the CBT vision and
integration of Community Based Tourism within the mainstream industry.
Furthermore, the assessment revealed that there is nmedign CBNRM and tourism
development.

Intervention 3: Black Economic EmpowermenBEE charter. The assessment
revealed that when FENATArecognized the introduction of a Black Economic
Empowerment (BEE) scheme to be formulated and introduced by Government,
FENATA with the facilitation of ComMark held &oreal workshop to debate the issue
with the view to the development of a tourism sector specific approach to the subject.
This was also in an effort to ensure the Boyby the participants in the industry. Itis
noted that the outcomes of the workshoproduced a series of proposals which
became a Transformation Charter which has beeflected in the Ministry of
Environment and TourismTourism policyapproved by the Cabinet in 2009; and to be
incorporated in the new Tourism Bill to be presented te tharliament.

Theintervention also seethe conceptualisation and design of the National Tourism
Advisory Council, which witle the representtive of the whole tourism industry as
well as allowing the representation of all sectors of economy impabtetburism. It

was noted that FENATA provided the initial secretariat for the Council over a period of
a year or so, in which at the same time lobbied for the Government to hdudya
recognisedbody such as the Emerging Tourism Enterprise Associ@idiAxnd
enshrined in both the National Tourism Policy and Tourism Bill.

Intervention 4: NamibianTourism Product Audit The intervention led to the
production of the database information on all available tourism products and services,
and the informaton was shared with the Ministry of Environment and Tourism,
FENATA and its membership. The information also used to create a baseline data for
the National Tourism Board website, which will be funded through the MCA project.

It was noted that the datdrom the inventory alsoenabled the National Tourism
Board to make estimates of the potential levy income (targeting U$3 million) at
varying rates, and also to extend to other sectors in an effort to improve the
2NBI yYAAlI GA2yQa YINJSGAYy3 o0dzRASGH @
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e) Intervention 5:establishmentof a system for tourism satellite accounts: It was noted
that the World Travel and Tourism Council (WTTC) has worked with a number of
countries around the world on the development of Tourism Satellite Accounts (TSA),
which assist eachoaintry in the determination of the real value of tourism in the
national economy, provide data to support the development of appropriate policies to
SYKIFyOS G2dz2NAavyYQa LRIOSYyGAal YR SylotsS
towards future budget allocatin. It was noted that the government was convinced
of the value/budget change. Namibia was selected as a suitable candidate for such an
undertaking and the scheme was launched in 2006 with the supported of ComMark
Trust Grant and the Finnish Governmte The most important outcome from this
intervention was the delivery, publication and distribution of the ever Tourism
Satellite Account reports (so far two reports produced) and work has started on the
third report.

COMMENTS AND QUESTIONS

One paticipant indicated that small intervention can have a huge impact on certain projects
as it has been observed in Namibia within the tourism sector, nut wanted to know how
catalytic issues can be measured in an evaluation and how can one assess impudgt dire
and indirectly. There was a question on how Namibia is doing to make all communities
benefit from the tourism. In respond, the presenter indicated that to make all the
communities to benefit was a big challenge to the tourism sector but due taiesli
development and structures in plares well as monitoring systems to assist, FENATA and
other involved stakeholders are assisting in monitoring and mentoring the communities
through the establishment of management committees, setting up mechanisraddoess
troubleshooting issues and also the need to follow the rules and criteria in selecting the
leadership. As FENATA, they also consult with the communities and provide them with
advisory role in the management of their resources and their utilisatio

There was also a question on the scalilmyvn issue especially between the private sector
and communities, in which the participant wanted to know how FENATA addresses capacity
issues to the community in order to address the scatlogin aspect. n response, the
meeting was informed that FENATA and other stakeholders need to work with the
communities to look at the various opportunities as tourism is a business which is viable.
And this is the capacity being given to communities and they aretalbd@antify. Lastly,
someone wanted to know how one can measure cultural values in the evaluation, and the
presenter responded by indicating that there is need to address the cultural values at the
initial stage and the end of the project, and then on& caeasure what impact has these
values added and changed in the programme or project.
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6.0 COUNTING THE COST OF RED TAPE IN THE SOUTH AFRICAN TOURISM
SECTOR

Rae Wolpeof Silimela Development Consultants started his talk by outlining presentation
structure andprovided the following definitions of Red Tape and Regulations as they have
been in used in this presentation:
o Red Tapalefined as:
A Rules, regulations and admstiative procedures that impose unnecessary costs
on business or government, or are not effective in achieving their policy goal
A Produces sutptimal and undesired economic and social outcomes

o Regulationgdefined as:
A Rules and standards imposed by puldigthorities to control and influence
human behaviour
A Economic regulation designed to alter ways in which markets work
A Social regulation intended to protect public interest (e.g. health, safety, etc.)

In presenting the background and previous researcth ey related process to understand
where everything started. It was noted that between 1998 and 189®search was
undertaken by Ntsika (National Government) to identify small busiraas$ regulatory
issues but no progress achieve@iheNational JobSummitwas also kld. In 2003, based

on the recommendations of the World SSD held in Johannesburg, there was the National
Growth and Development Summitas held. Then iB005Small Business Project (SBP) Red
Tape Studyfound that the costs of red tap facing tourismwere three times higher than
other industries buthe small survey sampleriticized. The meeting noted that in 2006, the
ASGISA was launched and the referredn®mediocre performance of the small, medium
and micro business sector terms of contribution to GDP and employment partly arises
from the suboptimal regulatory environment. In the administration of tax, the planning
system (including Environmental Impact Assessment), municipal regulation, the
administration of labour law andn specific sectoral regulatory environments, regulation
unnecessarily hampers the development of businesses.

Based on the above, it was noted that thed tape was receiving high level attention tae
cabinet levelnd it wasnot the most serious casiraint to tourism sector growth, nor the only
aspect which impacted on access of the poor to tourism market opportunitidsvas also
noted that redtape constraints at a municipal level were particularly severe.

The consultants indicated that they ubea simple methodologyas shown below) of
undertaking the evaluation in which they used qualitative and structured interviews to
collect the information fromPublic and Private Sector representativesudaig DEAT, dti,

Pro-Poor Development: Measuring Results



SA Tourism, SAICA, SBP, Fedhdtiae ©f the Presidency to cover Red Tape Process issues
as well as Red Tape Recommendation areas and impact progress

Document Evaluation Stakeholder Interview Interviews

Review Framework Identification Framework and Analysis

Mr Wolpe indicated that the evaluation framework was based on the following three broad
areas:

1. Prelmplementation Assessment
o Project tlentification
o DecisionMaking Criteria
o Alignment with Log-rame Outputs, Poverty Aim, and Making Markets Work for
the Poor approach
2.  Process Implementation
o Policy Environment.r.t Tourism RIAS)
o Study and Policy Advocacy and Stakeholder Involvement
3. Impad Evaluation
o ResearchProduct Relevance, Credibility
o Dissemination of Findings
o Implementability of Findings (i.e. resulting in behavioural change)

e [/ ESEFENI!GONROdziF 0AEAGE G2 /2Yal NJ Qa Ly

Based on the above ewaltion framework, the meeting notedhat the following key
findings and lessons learnt were obtained.

1. Prelmplementation Assessment:
o Key findings
- No progress achieved in implementing the recommendations

- {ddzRe& NI}IAaSR gl NBySaa 2F NBR Gl LIS=

on substantie regulatory changes

- Research was bgndlarge credible, but of limited value in terms of
informing implementation

- Discontinuity in terms of involvement of senior government officials

- Lack of clearly identified political champion

- Lack of involvement of revant stakeholders

- Problems persist regarding unforeseen negative impacts of policy changes
on business (e.g. changes to VAT registration procedures, EIAS)

. Lessons Learnt:
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- ComMark should conduct scoping Heasibility research on possible
projects
- Projeds to be prioritised according to potential impact on:
e LI22NXNa FO0O0S&aa G2 YINJISO 2L NIdzyAdA
e overall aim of reducing poverty
- Employ competitive tendering process informed by beara@ndated TOR

2. Process Implementation:
o Key findings

- Unequal focus on researchmethodology rather than stakeholder
management and involvement in solution and recommendation
development

- Resulted in inadequate involvement of provincial and local government
role-players

- Workshopsthat held weretoo highlevel and lacked participatoryno
actionplanning methodology resulting in lack of detailed inputs into
recommendations and implementation

- Stakeholder interaction limited to national level, while most severe red
tape constraints operate at municipal level

o Lessons learnt:

- Evidencebasedpolicy advocacy process require balance between credible
research and structured participatory, actiphanning stakeholder
management processes

- Balance ensures solutions that are both credible and implementable

- Policy advocacy requires complex stakeholdgigagement strategies,
requiring substantial time commitments ameeed high levekxperienced
policy experts

3. Impact Evaluation
o Findings

- No progress achieved in implementing the recommendations

- {GdzR®@ NIAASR I gl NBySaa 2 FesdN®Witndtl LIST A
on substantive regulatory changes

- Research was bgndlarge credible, but of limited value in terms of
informing implementation

- Discontinuity in terms of involvement of senior government officials

- Lack of clearly identified political champio

- Lack of involvement of relevant stakeholders

- Problems persist regarding unforeseen negative impacts of policy changes
on business (e.g. changes to VAT registration procedures, EIAS)
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. Lessons Learnt
- Policy advocacy research needs to be supported ab ifitim following

sectors to maintain momentum throughout research period and to ensure
recommendations are implemented by government:

at multiple levels within national government

across a range of relevant national departments

across a range of governmiespheres

with support from political champions

- Actionplanning,

publieprivate participatory approach to designing

solutions adds important detail to recommendations that enables their
implementation
- Clear stakeholder participation plan involving provahcand municipal
spheres is critical in red tape review and administrative barrier research
and advocacy processes

Table 1 below shares the key recommendations that were made on the impact evaluation:

Table 1: Key Recommendations on the Impact Evaluatio

Recommendation Issue Progress Reason for Progress
Review of tourisnrelated | ¢ Fragmentation No progress No progress on the issues excepily tried
regulations ¢ Lack of Regulatory Framework on liquor but worse

¢ Procedural complexity

¢ Inconsistency across province|

municipalities

Review of tourisrrelated
tax regulations

Inappropriate
disregards flexible nature of tourisn =

framework

employment

which e

No progress
Provisional tax and
VAT registration
procedures
deteriorating
* Efiling greatly
improvedPAYE filing

Internal SARS policy
(influenced by World Bank report)
(few has been improved)

Review of tourisrrelated

Inappropriate

framework

which e

No progress

No Progress and there are too many rol

labour regulations disregards flexible nature of tourisf ® Ongoing work in| players
employment Empbyment
Promotion
Programme manageq
by DPRU
Review of Skill§ e Regulatory burden imposed b TBCSA and THETA g TBCSA initiative
Development Act the skills development levy looking at ways to | (Tourism Council is working on this issue)

Membership
the THETA

requirements of

promote skills and servicg
excellence levels

Facilitation of access tq
information

Dissemination  of
information

Effective  communication of
changes to regulations throug|
readly accessible public media

regulatory

No progress

High level not aware of the improvements

Review of tourism grading
requirements

Frustration of firms with grading
requirements

Review in progress

FIFA compliance
b2 RANBOG O2ydNRAOGddz
Progamme and there is no progress )
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The presenter concluded by indicating based on the findings and lessons learnt, it has been
recommended thatComMark may need to considehanginghe role from policy advocacy

to policy think tank and policy capacity wer. Another recommendation made was that
there is need of pe policy capacity building focus where great potential and need exists
building Regulatory Impact Assessment capacity at all government spheres and RIA good
practice and tookit informationdissemination
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7.0 CLEAR SKIES OVER SOUTHERN AFRICA: ENCOURAGING AIRLINE
LIBERATION PROJECT

7.1 Overview of Airline Liberalisation

Mahandra Naidoo of Simakade Assocgatsened his talk by giving an outline of his
presentation and indicated that Simakadss@ciates was appointed by ComMark in March

2009 as part of the of the impact assessment of the its Policy Support and Coordination

t NEANI YYSZI (G2 dzyRSNIF{1S Fy S@lrtdz dA2y 27F {F
The approach used for the evaluatiancluded interviews withaviation and tourism
stakeholdersas well as relevant documentation from ComMark and other institutions such

South African Government Departments and Airports Company in South Africa.

He then spoke briefly abouhe overview @ the Airline Liberalisatioby indicating that the

airline liberalisation debate gained global prominence at the Chicago Convention on
International Civil Aviation held in Novemig@recember in 1944 At the Convention, the
''YAGSR {41 GSa AR AS@lan BB MAOLA 2ETNFY (KAAZ GKS
the air where defined in the International Air Transport Agreement of December 1944
otherwise known as the Chicago Conventinamely known as:

e The right of an aircraft from state A to fly over state B without

1%t Freedom . .
commercial or technical stops

e The right of an aircraft from state A to land in state B for technical

2" Freedom . .
purposes e.g. refueling while en-route to another country

The right of an aircraft from state A to set down passengers and cargo

rd
3 Freedom from state A in state B

« The right of an aircraft from state A to pick up passengers and cargo

4" Freedom from state B destined for state A

e The right of an aircraft from state A to pick up traffic in state B that is
5% Freedom destined for state C, or to put down traffic in state B originating in state
C

Fundamentally, air liberalisation aims to addréss following three factors:
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« Ensuring that the necessary air links are established and are
sustainable

Capacity « Ensuring that sufficient sustainable capacity is available

« Ensuring that there are seats on international and domestic
flights available to consumers at prices which are appropriate
to their key buying criteria

The meeting noted tha¢ssentially in a fully liberalised aviation market, governments make
sure that airlines are safe and reliable but do not protect them from fair competition on any
routes. It is left to market foces to determine the number of airlines competing, flight
frequency, seat capacity and ticket priceslt was also noted thahe airline industry has
grown rapidly in the parts of the watlwhere it has been liberalized'his process started in

the United States in the late 1970s, spread to Europe a decade later and has since been
implemented to varying degrees in the rest of North and South America, Asia and
Australasia Therefore in theJnited States, as a result of liberalisation, passenger volumes
had increased by 41% by 198&n important contributor to the success of liberalisation in
GKS 9dzNRBLISIY !'yvAz2zy YR GKS !'yAGSR {dlL0GSa
These airlines have been able to offer lower airfardsow cost airlines dwve therefore
resulted in greater price competition, and have facilitated ada®ning of access to air
travel.

Air transport is now a significant contributor to the economic growth and job creation in the
worldwide, for example in the USA, its economipact exceeded 8% of the global GDP and
generated a lot of jobs. International experience supports thease for air line
liberalization. Mr Naidoo stated thatsurvey of experience in OECD countries found that,
on the whole, air transport reforms aimeat liberalising entry and prices involve significant
benefits br all categories of travelersin the case ofAustralia, the Australian Productivity
Commission found that liberalisation would benefit consumers in the form of lower fares,
stimulate downsteam industries such as tourism and other industries, and increase the
availability of international air freight capacity in regional ateas

Most African countries have however not yet liberalised their air serfdaethere has been

key interventionsto achieve airline libaralisation in the continent. For example,
Yamoussoukkro Decision (YD) was adopted in 2000 specifically to address the constraints
which are hindering air travel within Africa The Yamoussoukkro Decisienvisagé a
liberalised inta-Africa aviation market with respect to capacity, access and pricing, as well
as enhanced coperation among African airlines
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Elaborating on the airline liberalisation and tourism, Mr Naidno2D08, international

tourist arrivals reached 924 millionp 16 million over 2007, representing a growth of. 2k

was indicated that thedurist arrivals to Africa for 2008 were approximately 46,200,000,
GKAOK A& Iy AYONBlFasS 27 palthcigh Africa is expeiiending dzNR & (
growthinG 2 dzNA &G FNNAGIfasz GKS O2yiGAySydQa akKl NB
small This was found to balso true forthe Southern African Development Community
(SADCregion It is estimated that there were 15.1 million touriatrivals tothe region in

2007 ascompared to 12.2 million in the previous yeafourism is also a major source of

income and employment for many countries in the SADC regimahinsome SADC Member

States tourism is the second or third largest economic sector

The presenter stated thatri order to enhance tourism arrivals growth in SADC and the
continent, air access constraints must be addresse@he fundamental constraint on

tourism growth within the region is thegor air accesghat inhibits regional travel beteen

states, drives up the cost of doing business in the region, and placing a severe constraint on

the ability of the region to position itself as a single tourist destination in overseas markets

thus negatively impadhg employment creation ApproximaSf & Hmx: 2F 2204 A
tourism sector are supported by tourist arriving by.air Therefore, froma tourism
perspective, the mission for air transport is therefore to ensure an enabling environment for
tourism growth which will respond effectively tahe needs of domestic, regional and
international users and air service providers.

72 #1 1 - AOEGO ' EOI ETA , EAAOAI EOAOEIT o00OI1 EA

The meeting noted thatt is to Coma | NJ Q& O NidBcBghiged theKinpbrtaicé of the
tourism sector in enhancing econongcowth and development in the SADC regiofhe
organization alsadentified the regions restricted air service regime as a constraint to
tourism, there ComMark commencedn initial research focusingn airline liberalisation in
2003, with the more detailg Airline Liberalisation Project being undertaken in 200Bhe
objectives ofthis research project were t@ccurately assess the extent of air access
restrictions in Southern Africand precisely quantify, for the first time, the economic costs
and consguences of these restrictions

The result of the project was the Clear Skies over Southern Africa report of 20@6he

the key findings of this report are summarised as follows:

a) SADC countries continue to artificially restrict international air étaley limiting
frequencies and the numbers of airlines that can fly them

b) Restricted air access has resulted in air travel to SADC becoming more expensive, as
well as reducing the number of tourist arrivals into the region

c) Should air travel in SADC be eelyrliberalised, the result would be:
A More than 500,000 additional foreign tourist air arrivals annually
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by R1,5 billion, or half a percent
A The creation of 35000 new jobs in théravel and tourism industry alone, and a
further 37,000 jobs in the wider SADC economy
d) Air liberalisation in African countries, particularly South Africa and Uganda have
experienced positive results.

73 %OAl OAOEIT 1T & #11-AOEG0 ! EOIETA , EAAOAI EO,

¢CKS LINBaASYGSNI aKFENBR (KS S@rftdzZ dA2y NBadzZ Ga
based on the evaluation framework addresggthe following:
I. Project approval and design:
il. Project Impact:
iii. Lesson Learning:

7.3.1 Project Approval and design

This sectia addressed the following:
o How was the project identified?
o What were the key decisiemaking criteria used?
o Were these criteria appropriately chosen and applied?
e 2l a (GKS LINR2SOG gAGKAY (GKS /2Ya! N}l Qa YI
o How was the project designed and were appropgidahdicators of success
developed?

¢KS 2dzi02YS 2F GKS S@lftdz A2y aK2gSR GKI G
Liberalisation Projectvas undertaken; airline liberalisation was a highly relevant topic
largely due to the essential support function thprovided to tourism. The importance of
tourism as a generator of jobs and economic growth in South Africa as well in most
countries in the SADC region was emphasis&huth Africa, as with many other countries
in the region, has also prioritised it®urism sector towards achieving the following
objectives:

A Sustainable GDP growth

A Sustainable job creation

A Redistribution and transformation

It also noted that a growing tourism has an impact on a wide range of assoeied@dmic
sectors and activitieas shown in the diagram below:
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Promotion
Soft Infrastructure
« Hotel
Channel Management
o Outbound Tour Schools
International Operator « THETA
I « Inbound Tour « Management
Tourists Operator Training
« Travel Agents Programs
Promotion
Supporting Industnes Supporting Industnes  Supporting Industnies
— Banking - Legsl — Catering
- Laundry - Medical — Supplies
-~ Outfitting ~ Real eslate ~  Securily services
- Ingurance - Canstruction

It is important to note that tourism, particularly in South Africa, is a major creator of both
skilled and semskilled jobs. It is also a sector that is comprised predominantly of small,

medium and micro enterprises (SMB)E

*In the absence of a tourism satellite account to measure the impact of tourism in the SA economy,
the simulated accounting of the World Travel and Tourism Council is referenced

R162,8bn R194,5bn
Tourism's contribution to GDP
{direct & indirect)

8.1% 8.5%

Tourism’s contribution to GDP (direct R63.5bn R73.2bn 15%
impact only)
Diract employment in tourism 411,800 438,500 6%
Indirect employment in tourism 534,400 603,200 13%
Total employment in tourism 946,300 1,041,700 10%

Therefore a decisiohy ComMark to initiate the Airline Liberalisation Project must therefore
be viewed as an intervention to unblock a key constraint to a priority economic sestor
illustrated below:
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Under-developed

Low economic

growth in Sub- tourism sectors

Saharan Africa

1

High levels of

poverty and
unemployment

Poor air
access

7.3.2 Project Assessment based on Indicators of Success

This section addressed the following indicators of success:
o Was the research produced credible?
o Were the findings communicated to thielevant roleplayers effectively?
o Was the research relevant to the priority needs communicated byqoleyers?
o To what extent were the recommendations accepted by-ubeyers?
o To what extent were the recommendations acted upon by policy makers/was
there a behavioural change?
e ¢2 ¢KIG SEGSYyd OFly G(KS LktAade OKlIy3aSa

a) Credibility of Research

The aviation and tourism stakeholders that were interviewed all expressed the view that the
ComMark research report was credible, sound and relevarite Department of Transport
(DoT) hasngaged with the consultants, arths provided inputinto the research The
Department of Trade and Industignd the then Department of Environment Affairs and
Tourismused theClear Skies over Southern Afriegoort as a basis for their respective
interactions wih the Department of Transport on air lidization. Southern African
Tourism Services AssociatigBATSAused the report in its lobbying of government for
improved air access

b) Communication to Stakeholders
Thereweretwo types of stakeholder communication:

A During the researchithe governmentstakeholders, including South African
Tourism indicated that they had been consulted as part of the process of
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undertaking the research.

consulted during the research

At the conclusion of the researchother staleholders interviewed, e.g. the

Tourism KwaZulu Natal and Cape Town Routes Unlimited had been provided

with the Open Skies over Africa report at the conclusion of the research project

A ltis also of interest to note that the Chief Executive Officers Fofu® b Q &
Forum), a tourism integovernmental structure chaired by the
Department of Environmental Affairs and Tourism, assisted in the
communication of the Clear Skies over Southern Africa report

SATSA and BARSA had also been extensively

A

In respect of communications, stakeholders did request GatmMark consider a

Y2NB adzadlrAySR LINRPOSaa 2F aidl (1SK2t RSNJ Ay(
c) Stakeholder Acceptance and BehavioQhange

The meeting was informed that thewasy 2 R2dzo G GKFd / 2Yal NJ Qa
and responded to olicy prioriy that gained prominence after YD in 2000rhis fact was
supported by the aviation and tourism stakeholders who were interviewedhe
5SLI NIYSYyd 27F ¢sNIouRsSn Unitybecaneyhiomzalitedl§ ifvolved in the
Department of Transport airlift sitegy as a result of the ComMark report

NI
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heightened focus on airline libalisation, including by ComMark.

Ay ON.
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» Stagnation drove low investment,
focus on narrow white domestic
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e |Initial period of short-term profit-
taking followed by period of
investment growth and entry of
foreign players

* Global events, currency volatility
drove uncertainty and short-term
strategy by firms
» Investment rates remain weak
overall
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The meeting also noted thatére has been a growtmirespect of African air arrivalss
shown below:

¢CKSNE KlFra Ffaz2 o6SSy I INRBgOK Ay NBALISOG 2F a
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