Developing Financing
Mechanisms for Upscaling Climate
Change Adaptation in Lesotho
Introduction
Climate change adaptation is critical for maintaining the resilience of the highly resource dependent
communities, as well as for preventing degradation of the environment and the loss of the ecosystem
services that are critical for maintaining human well-being more widely.
Over the past five years the Institute of Natural Resources in collaboration with local partners Serumula
Development Association, GROW and Native Seed Consulting has undertaken a USAID Southern Africa
funded project to enhance the capacities of local communities, NGO networks and government
departments to understand and adapt to the likely impacts of climate change in the highlands of Lesotho.
The project has achieved a number of successes to date including, in particular, awareness and capacity
development of approximately 3000 people through the actions and activities of the project at village,
council and national levels, and the establishment of numerous demonstration sites and educational
events addressing livelihoods, ecosystems and agriculture resilience.
Up-scaling (scaling up and scaling out) of successful adaptation interventions is now a priority in order to
facilitate adaptation to the impacts of climate change at a meaningful scale across the Highlands of
Lesotho. More investment is needed in order to achieve this. Private sector involvement in climate change
adaptation in the Lesotho Highlands also needs to be considered. Water is the link between the Lesotho
Highlands and the business sectors of both Lesotho and South Africa. Water-related ecosystem services
are a key function of the Lesotho Highlands, with citizens and businesses of both Lesotho and South Africa
dependent on, and benefiting from, the water resources of Lesotho. Environmental degradation and the
effects of climate change in the Lesotho Highlands threaten the water security of users across the Region.
Strategies to encourage and facilitate investment in climate change adaptation in the Lesotho Highlands
need to be explored. Investment needs to be made by the communities of the Lesotho Highlands
themselves, as well as private and government sectors. Ideally, business sector participation should go
beyond a corporate-social responsibility approach, to be embedded in the business value chain as part of
a competitive business model.
The project is therefore focussing on creating opportunities to enable this investment for up-scaling. To
achieve this goal, the project is working to develop financing mechanisms to support the up-scaling of
climate change adaptation interventions in the Highlands. The success of these financing mechanisms
depends on establishing appropriate partnerships, securing stakeholder support and developing strong
networks.

What Financing Mechanisms?
Financing mechanisms can take many forms and aim to achieve a range of objectives including, for example:
• Incentivise and support sustainable water resource and rangeland management practices to enhance the
resilience of ecological infrastructure, particularly those that sustain the Lesotho Highlands Water
Programme
• Incentivise and support the uptake of selected alternative technologies and livelihood diversification
opportunities that have the demonstrated potential to enhance the resilience of livelihoods
• Incentivise and support for the uptake and up-scaling of conservation agriculture practices to enhance
food security in the face of climate change
A scoping exercise was undertaken to explore examples of financing mechanisms that have been applied
internationally and in Lesotho, and to learn from past experience to inform the selection and design of
appropriate financing mechanisms to support upscaling of climate change adaptation in Lesotho. As a result of
the scoping exercise, the following financing mechanisms have been selected for piloting:
VILLAGE SAVINGS SCHEMES
Village saving schemes are not a new concept and are widely implemented in communities across
Lesotho. The use of village saving schemes will be explored and tested as an approach to assist
households in pilot villages to afford the purchase of the sustainability commons and conservation
agriculture equipment. Widespread interest in the equipment has been expressed by these
households, but the lack of capital presents an obstacle for them to afford the equipment. The project
team will engage potential partners, who have a good track record of establishing village saving
schemes in Lesotho, to explore if they are able to provide support in the project’s target villages.
PARTIAL GUARANTEED LOAN SCHEMES
These Schemes have been used by a number of private and government institutions to support the
start-up of enterprises in particular. There are opportunities to engage these potential role-players to
explore the use of partial guaranteed Loans as start-up finance, for example to support the
establishment of community based enterprises involving alternative/solar energy technologies or
conservation agriculture equipment. For example, Interest has been established by a number of
individuals at the pilot sites, and a youth group at the Ha Tšiu site, to establish enterprises that could
become the local agents for the marketing and supply of the solar energy and conservation agriculture
equipment. Partial guaranteed loan schemes could potentially provide a platform to finance the startup capital for the establishment of these enterprises locally. These enterprises would then collaborate
with the suppliers of the equipment and facilitate all the local logistics such as ordering and securing
payment for the equipment.

RANGE REHABILITATION/SOIL CONSERVATION PROGRAMMES

The Government of Lesotho (GoL) runs Cash for Work programmes that provide cash incomes for
community members to undertake mainly range rehabilitation and soil conservation projects in target
areas. While the concept is sound, the scoping process highlighted a number of areas where the
programme could be adapted to strengthen the linkages with climate change adaptation and the long
term sustainability of the interventions to improve rangeland management by the communities. This
includes introducing a monitoring programme to track impacts and a financing mechanism to
incentivise the continuation of the management and rehabilitation activities beyond the Cash for Work
Programme involvement.
PAYMENT FOR ECOSYSTEM SERVICES/INVESTMENT IN ECOLOGICAL INFRASTRUCTURE
Investment in Ecological Infrastructure or Payment for Ecosystem Services (PES) is an incentive based
approach to improve the management of ecosystems and resources. PES is defined as a voluntary
transaction where users of an ecosystem service provide payments/benefits to communities who can
manage the condition of the ecosystem to secure its condition and ensure that the supply of that
service is sustained. While successful examples of PES are limited, the critical importance of the
ecosystem services in the highlands of Lesotho for the yield of water that is critical to both the
economies of Lesotho and South Africa means that there is an existing high value market and clear
beneficiaries for these ecosystem services. PES as a mechanism for financing climate change
adaptation and is therefore an important option that needs to be explored in this project. PES systems
can be complex and difficult to establish, however given the value of the water produced from the
Lesotho Highlands ecosystems and the number of downstream users, they do offer a potentially viable
long term financing mechanism for the upscaling of climate change initiatives in Lesotho.
With the emerging recognition of the business risk of environmental degradation, new tools and
strategies are being developed and applied to assist companies in identifying and managing these risks.
Two broad strategies that are adopted by businesses and companies for managing ecosystem relatedrisk include:
• Investment - direct investment in maintaining ecological infrastructure (restoration, protection),
adoption of eco-efficient technologies; and
• Partnerships - forms of Payments for Ecosystem Services (PES) and benefit transfer schemes,
stakeholder engagement, partnerships with research organizations, NGOs, local communities.
Many companies seek to develop partnerships with local communities. These arrangements can take
the form of payments for environmental services designed to ensure the continued provision of the
ecosystem services the company depends while also providing benefits, either financial or livelihood,
to the local communities.

Goals and Objectives
The project team intends to address several questions specific to the context of establishing partnerships
and financing mechanisms for the upscaling of climate change adaptation and resilience building in
Lesotho, including:
• What are the direct and underlying drivers of environmental change in the Lesotho Highlands, and
how does this affect business?
• What are the dependencies of different businesses on the water-related ecosystem services of the
Lesotho Highlands?
• How do businesses perceive the risks of climate change, environmental degradation and specifically
the loss of water related ecosystem services in the Lesotho Highlands?
• What are the anticipated benefits of climate change adaptation strategies in the Lesotho Highlands
and how will this reduce risk and benefit government and business sectors?
• What are the incentives for government and the business sector to invest in climate change
adaptation in the Lesotho Highlands?
• What tools and strategies can businesses and government use to invest in climate change adaptation
in the Lesotho Highlands?
• What are the main constraints, key issues or information gaps to investment in securing the
ecological infrastructure of the Lesotho Highlands?
• What tools are available to establish partnerships for financing the mitigation of ecosystem-related
risks?
The outcomes of this assessment will be applied to design, in consultation with key role-players, potential
financing mechanisms that could be applied to upscaling climate change adaptation in Lesotho.

Meetings these objectives and achieving the goal of establishing
effective financing mechanisms that support the upscaling of
climate change adaptation in Lesotho needs the active
participation of partners - your participation and involvement is
therefore important and we would value your support.
For more information of the project, please visit the Institute of Natural Resources’ website –
http://inr.org.za/climate-change-adaptation-in-lesotho-highlands/ or contact:
• Fonda Lewis (flewis@inr.org.za or 0027 (0) 33 346 0729)
• Sian Oosthuizen (soosthuizen@inr.org.za or 0027 (0) 33 346 0729)
You can also contact the local partners (Maseru based):
• Serumula Development Association: Bonang Mosiuoa (bonang@serumula.org.ls or 00266 (0) 588
648 22)
• Native Seed Consulting: Thabo Nobala (nobala.thabo@gmail.com or 00266 (0) 283 296 44)

