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Standard Lesotho Bank uses innovative financing to promote commercialized agriculture in Lesotho
Standard Lesotho Bank has a long history in Lesotho and an extensive branch footprint across the country. In 2005/06 the bank was approached to be the financial partner for the Government of Lesotho’s block farming vision. This vision was to commercialize Lesotho’s agricultural sector by using the concept of block farming to group together small tracts of land into larger, economically viable and productive blocks. Standard Lesotho Bank felt that the involvement of the bank would bring increased efficiency to Lesotho’s agricultural sector. In addition the Government of Lesotho offered a 100% guarantee on all loans given by Standard Lesotho Bank to the block farmers. Given the extent of the low yields that farmers were experiencing, a pilot project was deemed essential to pave the way forward. The 245 hectares identified for the pilot project allowed farming practices to be closely monitored to ensure recommendations were carried out with 100% accuracy. This pilot project was extended to cover 1000 hectares and was termed Program 1. A second block, termed program 2 developed a year after program 1 on a further 2500 hectares.
Prior to the pilot of block farming, Standard Lesotho Bank had no involvement in Lesotho’s agricultural sector.  However, as part of the larger Standard Bank Group they were able to call upon Standard Bank South Africa’s agricultural specialists for advice on how to structure the financing. Standard Lesotho Bank currently has two fully qualified agricultural specialists dedicated to the block farming project but William Stokes, Head of Personal and Business Banking (Standard Lesotho Bank) says that, “going forward, we have a clear need for a full agricultural division containing agricultural advisors, relationship managers and researchers.” Cash flows for Programs 1 and 2 were supplied by the Government of Lesotho. Standard Lesotho Bank chose to open one account for each of the different blocks within each program – amounting to around 30 accounts. The block leader for each of these 30 blocks was then allocated the necessary funds required to farm and provided with a letter of sanction by Standard Lesotho Bank. In total, finance has been provided for production loans to the value of R105 million. However, Government of Lesotho has given the farmers a 30% subsidy on the production loan, meaning that of the R105 million, only R73,5 million needs to be repaid by the farmers themselves. 

Block head and farmer, Simon Lisoane, says that a key role in having Standard Lesotho Bank as the financier behind block farming will be to educate farmers regarding repayment of loans. Years of receiving government financing with little expectation the money would be paid back, have made farmers accept this type of hand-out as the norm. It is essential that an educational process occurs across Lesotho to ensure that farmers understand that even in a year of low yields loans still have to be re-paid. “The mindset of the farmers must change to acknowledge that bank loans are not subsidy or hand-out from the government,” says Lisoane. He is truly grateful that Standard Lesotho Bank has entered into this partnership with the Government of Lesotho and, says “I thank Standard Lesotho Bank for the loan as without it we could not have continued farming.” He believes that this public/private partnership will work as long as the lines of communication remain open and the vision to commercial Lesotho’s agriculture remains a team effort from the parties involved. 

William Stokes says that ideally block farming should help to create at least 10 individual commercial farmers. “These farmers would in turn be able to mentor other farmers to follow the same route.” William feels that “the success of block farming is ultimately the establishment of a number of commercial farmers who would be able to obtain loans on their own merit without a government guarantee or a subsidy.” Jacques Taylor (Head: Agriculture, Standard Bank, Africa) says that “the Bank sees smallholder farming as the “engine” for economic growth in Africa. The large share of agriculture in GDP across Africa suggests that strong growth in agriculture is necessary for overall economic growth. Given the growth linkages into other economic sectors, growth in the agricultural sector will foster growth in agro-processing and food marketing and demand for intermediate inputs and services.” As the concept of block farming in Lesotho gains momentum, the bank will have a key role to play in providing innovative financing solutions to the agricultural sector in that country.
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