
LESOTHO
Table 1 2022
Population, million 2.2

GDP, current US$ billion 2.3

GDP per capita, current US$ 1045.9

International poverty rate ($2.15)a 32.4

Lower middle-income poverty rate ($3.65)a 54.7

Upper middle-income poverty rate ($6.85)a 81.0

Gini indexa 44.9

School enrollment, primary (% gross)b 108.4

Life expectancy at birth, yearsb 54.7

Total GHG emissions (mtCO2e) 2.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2017), 2017 PPPs.
b/ WDI for School enrollment (2019); Life expectancy
(2020).

Lesotho’s economy expanded by a modest

1.8 percent in 2022 due to domestic politi-

cal uncertainties and external shocks. GDP

growth is projected to accelerate to about

2.3 percent in 2023, driven by the con-

struction sector and public investment.

The outlook is subject to downside risks

emanating from global geopolitical ten-

sions, climate change, and the war in

Ukraine. Poverty is expected to remain at

about 33 percent in the near term, using the

international poverty line.

Key conditions and
challenges

Lesotho’s economy expanded by a modest av-
erageof1.9percentbetween2017and2021due
to increasing pressure on the budget, the
COVID-19 pandemic, growing climate risks,
and political uncertainty. The war in Ukraine
hasexertedpressureonfoodandenergyprices,
leadingtomonetarypolicytighteningandneg-
atively affecting households’ budgets. Due to
Lesotho’stradelinkswithSouthAfrica,several
exporting sectors have been affected by the
weakeconomicperformanceofitsneighbor.
A new government came into power in No-
vember2022.Itskeypriorityistosecureinclu-
sive and sustainable growth by increasing
private sector participation and strengthen-
inggovernanceandinstitutions.
Lesotho continues to face multifaceted so-
cioeconomic challenges. Unemployment
was high even before the pandemic, esti-
mated at 22.5 percent (strict definition) and
38.3 percent in 2019 (expanded definition
to include discouraged job seekers). As a
result, over a third of the population was
estimated to live on less than US$2.15 per
day (2017 PPP) in 2022. Additionally, in-
equality is high by global standards with
the Gini index at 44.9 (2017 data).

Recent developments

Lesotho’s economy grew by 1.8 percent in
2022, following a 1.6 percent rebound in

2021. The main growth drivers were con-
struction, mining, manufacturing, busi-
ness services, and public administration.
The agricultural sector has also con-
tributed positively due to good seasonal
rainfalls and the subsidization of inputs,
leading to increased harvests.
Annual inflation averaged 8.3 percent in
2022 compared with 6 percent in 2021. The
main reasons were the transmission from
higher international food and energy
prices to domestic prices and the hikes in
administered prices domestically. The cur-
rent account deficit widened from 1.4 per-
cent of GDP in 2021 to 2.4 percent in 2022,
primarily due to higher imports of goods
and services, with limited exports growth.
The fiscal deficit deteriorated to 7.5 percent
of GDP in 2022 compared to 4.2 percent
in 2021. The increase in expenditures was
driven by a rise in both recurrent expenses
and capital spending, while revenue de-
clined due to lower Southern African Cus-
toms Union (SACU) receipts. The public
debt stock is estimated to have declined
slightly to 58.6 percent of GDP in 2022,
from 59.1 percent in 2021, mainly due to
the redemption of a 7-year and a 10-year
Treasury bond.
Given the limited recovery in 2022, poverty
remained high, with 34.7 percent of the pop-
ulation estimated to be living on less than
US$2.15 per day (2017 PPP). Other factors –
such as rising food prices and climate
shocks – put additional pressure on vulner-
able households. Despite recent growth in
the agricultural sector, food security re-
mains a challenge, particularly among the
rural population, owing to high rainfall
variability. Estimates suggest that between
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FIGURE 2 Lesotho / Actual and projected poverty rates and
real GDP per capita
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October 2022 and March 2023, about
320,000 people (22 percent of the popula-
tion) in rural areas were experiencing a food
security crisis – an increase from 15 percent
between July and September 2022.

Outlook

Real GDP is projected to grow by 2.6 per-
cent in 2023, with a faster expansion of 3.1
percent in 2024 and 3.3 percent in 2025.
Construction and public investment are
projected to drive the country’s economic
expansion, especially the implementation
of Phase II of the Lesotho Highlands Water
Project. The services sector is also ex-
pected to contribute to growth, benefiting
from the positive spillovers from the con-
struction subsector and higher domestic

demand. Furthermore, the diamond in-
dustry is expected to recover on the back
of higher prices and stronger demand
amid declining global supply. The agri-
cultural sector is also expected to con-
tribute modestly to growth depending on
the weather conditions.
The annual inflation rate is expected to
decline gradually, to average 5.6 percent
in the medium term, as food and fuel
prices moderate. The fiscal position is
projected to improve to a surplus of 1.7
percent of GDP in 2023 from a deficit of
7.5 percent of GDP in 2022. This turn-
around is mainly explained by the surge
in SACU revenue, which will increase
by about 40.7 percent between 2022 and
2023. Other tax revenues are also ex-
pected to improve in the medium term
due to more effective tax collection. The
government expects to control the public

sector wage bill (accounting for about
40 percent of total expenditure), while
slightly increasing capital spending. The
public debt-to-GDP ratio is expected to
decline from 59 percent of GDP in 2022
and stabilize at 55.3 percent of GDP in
the medium term. The current account
deficit is expected to widen moderately
in the medium term and average 0.9 per-
cent of GDP due to the anticipated in-
crease in imports of raw materials for the
construction activities associated with the
Lesotho Highlands Water Project.
Poverty rates are expected to decline but
increases in food and energy prices as well
as an uncertain economic environment
may constrain the budgets and livelihoods
of lower-income households. The US$2.15
per day (in 2017 PPP terms) poverty rate is
projected to fall from 34.7 percent in 2022
to 32.6 percent in 2024.

TABLE 2 Lesotho / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -5.6 1.6 1.8 2.6 3.1 3.3

Private Consumption 6.9 -6.7 9.1 3.6 3.6 3.6
Government Consumption 19.7 -5.3 2.4 5.0 1.1 -1.6
Gross Fixed Capital Investment -46.3 1.6 14.8 40.8 42.9 38.0
Exports, Goods and Services -17.2 5.1 36.7 2.2 2.2 2.2
Imports, Goods and Services -0.6 -0.4 22.5 10.3 10.3 10.3

Real GDP growth, at constant factor prices -5.6 1.6 1.8 2.6 3.1 3.3
Agriculture 8.7 -16.0 72.3 2.4 2.4 2.4
Industry -12.2 4.7 36.0 5.0 5.0 5.0
Services -4.4 1.9 -11.9 1.6 2.3 2.7

Inflation (Consumer Price Index) 5.0 6.0 8.3 6.5 5.2 5.0

Current Account Balance (% of GDP) -2.8 -1.4 -2.4 0.7 -1.5 -2.0
Net Foreign Direct Investment Inflow (% of GDP) 1.3 1.2 1.2 1.3 1.3 1.3

Fiscal Balance (% of GDP) 4.2 -4.2 -7.5 1.7 -0.9 0.4
Revenues (% of GDP) 48.3 49.4 39.1 48.7 44.3 42.2
Debt (% of GDP) 51.2 59.1 59.0 56.5 56.5 53.0
Primary Balance (% of GDP) 5.1 -3.2 -6.6 2.4 -0.2 1.1

International poverty rate ($2.15 in 2017 PPP)a,b 35.8 35.2 34.5 33.3 32.1 31.0

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 58.4 58.0 57.0 55.7 54.4 53.2

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 83.6 83.4 82.6 81.7 80.9 79.8

GHG emissions growth (mtCO2e) -2.6 0.8 1.6 1.6 1.6 1.4
Energy related GHG emissions (% of total) 28.4 27.7 27.6 27.7 27.9 28.1

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on 2017-CMSHBS. Actual data: 2017. Nowcast: 2018-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2017) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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