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1. INTRODUCTION

he Eswatini Water and Agricultural Development Enterprise
(ESWADE) is an institution established by the Government of Eswatini
(GoE) in 1999 mandated to facilitate the planning and implementation
of large water and agricultural development projects (including the Lower
Usuthu Smallholder Irrigation Project (LUSIP) and Komati Downstream
Development Project (KDDP)) as mandated by the Government. Generally, the
GoE in its National Development Strategy (NDS) identified and prioritised the
development of smallholder agriculture to transform it from subsistence
farming to commercialisation and intensification farming as the main element of
its policy to alleviate poverty. As a result, the GoE established ESWADE as
part of the general theme to reduce poverty and widening income inequalities in
Eswatini.
ESWADE’s major objective is to build capacity amongst smallholder
producers to start commercial agricultural enterprises and produce their way
out of poverty as well as stimulate economic growth using water as a stimulus
(see www.swade.co.sz). Subsequent to the establishment of ESWADE, the GoE
commissioned the Komati Downstream Development Project (KDDP) and
commissioned the construction of the Lubovane Dam to provide water for the
Lower Usuthu Irrigation Project (LUSIP) in 2006. The Lubovane Dam was
completed and the irrigation scheme (LUSIP I) officially opened in 2009 with
an overall goal of reducing poverty and stimulating continuous improvement in
the standard of living of the population in the Lower Usuthu Basin (LUB) of
Eswatini through the commercialisation and intensification of agriculture.
Through ESWADE’s programming initiatives, the GoE’s objectives are
twofold. On the first fold, the government seeks to integrate smallholder
producers into the commercial economy through the provision of irrigation
infrastructure and an enabling environment (including institutions, legal
framework, and policies) for smallholder irrigation to thrive. To make this
objective a reality, the government has enacted a number of policies in
accordance with the National Development Strategy (NDS) and Vision 2022. In
the second fold, the government seeks to stimulate sustainable improvement in
environmental health in the project areas to ensure that the population derives
the full benefits of agricultural commercialisation (see GoE, 2005).
Before the establishment of ESWADE, the Lower Usuthu Basin area
was one of the poorest in Eswatini with an average per capital income of E130
per year compared to the country average of E317 per year. With the
establishment of ESWADE, the first project which would be the Lower Usuthu
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Smallholder Irrigation Project (LUSIP- phase 1 and 2) was expected to provide
750,000 persons day of on-farm employment and 36,000 days of non-farm
employment annually by 2010. The main direct beneficiaries of the Project were
2,600 farm household (15,300 persons) on the project who were expected to have
their standard of living significantly raised through commercial irrigated
agriculture and their income is likely to increase fivefold. Indirectly, the Project
was also expected to drive spin-off economic activities in the surrounding area
and these would include micro business development, micro industrial growth,
transport development, farm machinery and repair businesses, increase trade
businesses, and induce increased labour demand.
A question of policy interest arising from the work of ESWADE is to
what extent has the agency been able to meet its intended objectives.
Alternatively, the GoE and development partners are interested to know
whether ESWADE has managed to get households to establish commercial
agricultural enterprises and whether or not such enterprises are contributing to
income generation and wealth creation at the household level in the project
areas. In addition, interest has arisen on the level of social development that has
taken place in Eswatini following the establishment of ESWADE and initiation
of the KDDP and LUSIP I, which came at the back of huge income inequalities
and rising poverty in rural Eswatini (see EHIES, 2001; 2010). Conceivably,
policymakers and legislators are interested to know the monetary value of the
investment made by the GoE into ESWADE and by default the economic
impacts of ESWADE and the Poverty Reduction Strategy and Action Plan
(PRSAP) of 2006.
The PRSAP, which prioritises poverty reduction in the National
Development Strategy (NDS) of 1997, as revised, is the core economic strategy
guiding the work of ESWADE. Increasingly, questions have arisen on the
extent to which Eswatini’s economic strategies are yielding value and evidence
is needed to provide pertinent information to inform the Government of
Eswatini and its development partners on their success (or lack thereof),
particularly the PRSAP. The goal is to use the findings to answer the question:
is Eswatini winning the fight against poverty? As well as to use the findings to
fine-tune and scale-up the implementation of the PRSAP and inform funding
priorities in a bid to improve social development and rural welfare in Eswatini.
Over 19 years have passed since the GoE established ESWADE, commissioned
the KDDP, and ten years since the country officially opened the Lubovane Dam
and ordered the LUSIP I, respectively, and its economic impacts remain
unknown and need to be evaluated.
Evaluating the work of ESWADE is important for two reasons. First,
the agency is funded through public funds and evidence is required to make
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informed judgements on whether the use of public resources to fund ESWADE
and its activities has been a wise use of resources by the GoE. Second, interest
has risen on the ability of Eswatini’s developmental strategies to reduce poverty.
Increasingly, commentators have called on the country to make policy reforms
particularly in the agricultural and small micro and medium enterprises
(SMME) sector to deliver the greatest value to Emaswati (see Dlamini and
Mohammed, 2018; Zikalala and Sacolo, 2018; Mohammed and Dlamini, 2018).
Moreover, confounding the development process in Eswatini is that while the
literature is awash with studies that demonstrate that sustained investment in
the various dimensions of economic infrastructure has been critical to growth,
poverty reduction, and non-farm employment in a number of countries. An
equally large number of studies exist that show that agricultural development
projects –particularly irrigation schemes - have often failed to meet their
intended objectives (see Dittoh, 1991; Webb, 1991). This is mainly because of
lack of knowledge and understanding of local farming systems, environmental
conditions, and a clear plan of action to transform smallholder producers
(Mutambara and Munodawafa, 2014; Hope and Gowing, 2004; Backeberg and
Groenewald, 1995).
In Eswatini, a country that established ESWADE, enacted the PRSAP,
and constructed pro-poor (dams and irrigation canals) economic infrastructure
in a bid to reduce poverty, little information is available on the economic impacts
of such investments. Accordingly, this void in the research is critical given that
the need to increase investments into the development of other forms of
economic infrastructure in Eswatini has intensified in the last 5 years. And have
increasingly become more imperious as the country draws closer to 2022, the
cut-off date of implementing Eswatini’s overarching developmental strategy,
the National Development Strategy (NDS) (of 1997) as revised in 2014. In the
revised NDS (2014), the Government of Eswatini stipulates that it wants to
increase the area under irrigation through the construction of larger dams to
store water for irrigation.
The government sees investment into dams and capacity building
amongst smallholder producers as a core intervention in its fight against rural
poverty and environmental management (GoE, 2005a; GoE, 2014). At the time
the GoE established ESWADE in 1999 and enacted the PRSAP, poverty stood
at 69% (Eswatini Housing and Income Expenditure Survey [EHIES], 2001). In
addition, the EHIES (2010) classified poverty as a rural phenomenon with more
than 80% of the rural population living in extreme poverty. Poverty affected the
Lubombo region – with nearly 4 in 10 persons falling short of meeting their
daily nutritional needs in 2009 (EHIES, 2010), even though the region is
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endowed with a unique combination of good soils and climate and is home to the
country’s buoyant sugar industry.
An increase in drought-like conditions prevented rural households from
engaging in commercial agricultural production (GoE, 2005a). Consequently,
and in spite of the region’s suitability for agricultural production, actual
production had plummeted with a large number of discouraged producers in
rural households (see ESEPARC and NDMA, 2017). Equally problematic was
an increase in environmental degradation because of unsustainable harvesting
and use of indigenous flora and fauna resources in rural Eswatini. A need to
cushion households against increasing frequency of drought-like conditions and
growing environmental degradation became evident. The establishment of
ESWADE and construction of dams and irrigation canals coupled with farmer
development emerged as a credible route to help households get back into
agricultural production (GoE, 2005a).
Dams have a significant economic and environmental value because they
store water (that can be used for agricultural and industrial expansion) and have
brought considerable benefits to many countries and regions (World
Commission on Dams [WCD] Report, 2000). Dams also provide water for
domestic and industrial uses, ecological services and act as aids in pollution and
flood control (Dube, 2005). Because of dams, communities have seen a reduction
in vulnerability to droughts. Most importantly, moreover, is that dams and
irrigation schemes provide water for agricultural production in areas where
producers would otherwise not have access to irrigation water (Hussain and
Wijerathna, 2003). Given that dams through irrigation schemes make
agriculture production possible even under limited water conditions, as has been
the case in the Lubombo region of Eswatini, they are instrumental in improving
the likelihood of producers getting credit.
Yet and notwithstanding their perceived economic value, there has been
wide recognition that there are substantial social and environmental costs
associated with dams, which has led to a rising number of studies that challenge
the traditional view that dams and irrigation schemes have been an important
source of social and economic growth. Other studies (see Mutambara and
Munodawafa, 2014) have shown that whereas the development of smallholder
irrigation schemes is a strategic answer to food and nutritional deficits in
developing countries, poor scheme management has been a major cause of their
failure. This suggests that for irrigation schemes to deliver on their intended
objectives, there is a need for adequate management. However, adequate scheme
management has resource implications, which presents challenges to
policymakers when the need to set aside resources for scheme management
activities emerges. Impact studies play a pivotal role in providing policymakers
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with the evidence needed to base proposals for funding to improve the impact of
such projects and or project effectiveness.
Against this backdrop, lack of studies on the economic impacts of dams
and irrigation schemes present challenges for ESWADE when the need arises
to demonstrate to policymakers the importance of setting aside more resources
for the development of dam and irrigation infrastructure and agricultural
development initiatives in the face of limited resources. Confounding the issue
is lack of evidence on whether Eswatini’s poverty reduction strategy is yielding
positive results and whether the work of government agencies tasked with
capacity building amongst smallholder producers is yielding the desired
benefits. In such instances, policymakers can be motivated, for the wrong
reasons, to switch off funding for agricultural development to the detriment of
the target population. Therefore, the purpose of this study is to quantify the
economic impacts of the work of ESWADE. The study is interested in
understanding the extent to which ESWADE has been able to use water stored
in the Maguga and Lubovane Dams to stimulate and commercialise the
agricultural and agribusiness activities of smallholder producers in the project
areas and how?
In keeping with this objective, the study first reviews the agricultural
policies in place to support and anchor agricultural development in Eswatini.
This is followed by an assessment of the level of funding that ESWADE has
received since inception, which is complemented with the rationale for state
intervention in the provision of pro-poor infrastructure and the establishment
of organisations geared towards building the capacity of smallholder producers.
The purpose of this analysis is to contextualise the work of ESWADE in a bid
to make sense of the findings of the study. In trying to understand ESWADE’s
progress in the implementation of agricultural development projects in
Eswatini, the experiences of development agencies elsewhere in the world
matter. Therefore, the study adds the current international and regional debates
on the economic value of irrigation schemes, especially in Southern Africa to the
discussions and maps the processes through which the KDDP and LUSIP have
aided income generation and wealth creation at the household level. The results
of the study are important in that they contribute to the stock of knowledge on
how Eswatini’s pro-poor infrastructure and economic policies and action plans
are helping the country attain its Developmental Vision.
1.1. Policy Framework for Agriculture Development in Eswatini
To support agricultural development, Eswatini has enacted a number of policies
and strategies. The Comprehensive Agriculture Sector Policy (CASP) of 2005
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guides agricultural development in Eswatini and seeks to improve agricultural
production and productivity using sustainable, efficient, and appropriate
production methods. In addition, the policy aims to stabilise agricultural
markets and identifies smallholder farmers as key in meeting its aspirations.
CASP also recognises the importance of adequate and healthy advisory services
in Eswatini. An integral part of CASP is the National Food Security Policy
(NFSP) of 2005, which addresses threats and opportunities relating to food and
nutrition security in Eswatini. The NFSP, like CASP, is holistic in its approach
and is concerned with ensuring that food is available, accessible, and affordable
in a bid to ensure nutritional well-being to all people in Eswatini. The policy
recognises the importance of sustainable production of food and fibre and calls
for the country to use applied agricultural research to develop and deploy
sustainable agricultural solutions to enhance food security. To that extent, the
country has established a Science Park, which houses both a Biotechnology Park
and an Innovation Park. The Biotechnology Park is geared towards
commercialising biotechnologies needed to transform the agricultural landscape
in Eswatini and improve the productivity levels of farmers in Eswatini.
Supporting the Biotechnology Park are numerous institutions such as the
Malkerns Research Station and the University of Eswatini’s Faculty of
Agriculture, which are concerned with both basic and applied research in
agricultural science (see Hlophe and Dlamini, 2018).
The NFSP also recognises that lack of efficient agricultural markets is an
impediment to achieving food security in Eswatini. Therefore, it calls on the
country to improve its agricultural market systems and infrastructure and use
free market principles (forces of demand and supply) to determine prices and to
facilitate smallholder access to agricultural inputs and credit markets.
Complementing the CASP and NFSP is the Eswatini National Irrigation Policy
(of 2005), which recognises the importance of irrigation in transforming
Eswatini’s agricultural sector and provides clear guidelines regarding what the
country should do to increase the national area under irrigation and improve
agricultural water management and existing irrigated agriculture. In particular,
increasing the area under irrigation is recognised in the revised NDS (2014),
which stipulates that the country shall increase the area under irrigation in its
bid to eradicate rural poverty and improve rural welfare. Other policies that
support the agriculture sector include the National Forest Policy of 2002, which
provides for the sustainable utilisation of forest resources and the Livestock
Development Policy of 1995, which seeks to achieve an efficient and sustainable
livestock industry contributing to economic development in Eswatini.
Eswatini recognises that the success of the country’s agricultural policies
depends on the availability of formal and well-structured markets for farmers to
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offload their outputs (see CASP, 2005 and NFS, 2005). However, currently
agricultural marketing boards regulate the sector. Eswatini established the
National Agricultural Marketing Board (NAMBoard) in 1975 to support
agricultural production in Eswatini through building capacity of smallholder
farmers, provide extension services and a structured market for vegetables and
fruits, and regulate the flow of agricultural commodities in and out of Eswatini.
During the same year, the country also established the Eswatini Dairy Board
(1975) to foster self-sufficiency in dairy production through the support of
smallholder farmers and to ensure there is always enough milk supply in
Eswatini. In 1985, the country established the National Maize Corporation
(NMC) to ensure self-sufficiency in the production of the staple crop and to a
lesser extent other summer grains, and to provide a reliable formal market for
maize in Eswatini.
Whereas at the time of their establishment, the country had good intentions,
agricultural marketing boards have since become the country’s biggest obstacle
to agricultural development. A 2018 study by Dlamini and Mohammed (2018)
show that NMC and NAMBoard are squeezing farmers out of production due
to the low prices they pay. Moreover, the study shows that consumers are also
losing out as they end up paying higher prices for food given that the Boards
have to earn a profit to remain relevant (see Dlamini and Mohammed, 2018).
The unintended consequences of agricultural marketing boards are that they are
increasingly discouraging farmers from participating in formal markets while
increasing the cost of food (Dlamini and Mohammed, 2018). Notably is that, the
success of ESWADE and Eswatini’s economic strategies hinge on the ability of
ESWADE to ensure that the country’s smallholder farmers have access to
reliable and stable agricultural markets. However, as this study will show,
increasingly smallholder farmers in ESWADE’s projects are incentivised to
offload their outputs in the informal sector. This not only limits the chances of
success for smallholders, it denies the country the opportunity to commercialise
fully its farmers. Consequently, many millions of Emalangeni in government tax
revenue to fund extension services, agricultural research and development, and
the development of farm infrastructure – all of which are necessary for the
smallholder sector to thrive - fall through the cracks. The effects of this is that
smallholder agriculture remains regarded as risky by the country’s financial
institution, which affect their chance at getting funded. There is also a neverending spiral of informality within the agricultural sector much against the
objectives and intended consequences of the country’s key agricultural policies.
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1.2. Rational for Government Intervention in Infrastructure Provision
Infrastructural projects that focus on harvesting and providing water to
agricultural producers help increase producer yields and reduce the heavy
reliance of agricultural production on direct rainfall. Moreover, dams help
increase the appetite for households to engage in agricultural production as the
availability of water all year round reduces the risk of crop failure associated
with direct rainfall. Dam infrastructure helps producers meet their demand for
water and as such maximise their overall productivity (Rosegrant and Perez
1997; Ringler et al. 2000; Hussain and Hanjra, 2004; Lipton et al., 2005). In this
sense, dams contribute towards meeting a country’s growing demand for food
and micronutrients, by making irrigation and where applicable, year round
production of food and fibre possible. In addition, the scientific literature
provides information on how large scale infrastructural projects like dams and
irrigation schemes have helped improve agricultural production (Esther and
Rohini, 2007; Bhattarai, Sakthivadivel, and Hussain, 2002; World Commission
on Dams, 2000). These studies have quantified the contribution of dams to
overall economic growth and highlighted the pivotal role that public investment
in irrigation has played in increasing agricultural production; reduce variability
in crop production, and in enhancing farmer incomes and the general welfare of
rural dwellers.
Irrigation helps increase output of agricultural commodities, which encourages
the establishment of food processing and other industrial units (see Bhatia,
Scatasta, and Cestti, 2003). These can stimulate a variety of indirect benefits
through agroprocessing and employment creation outside the farm (Bell, Hazell,
and Slade, 1982). Moreover, increased outputs of industrial and agricultural
commodities generate additional employment, wages, and incomes for
households. Higher incomes result in higher consumption of goods and services
that, in turn, encourage the production of various agricultural and industrial
commodities off-farm, which in turn cause the creation of jobs that would not
have been possible had it not been for the increase in aggregate demand in rural
places due to the water stored in dams. In this sense, dams do indeed lead to the
inclusion of rural dwellers in the development continuum and help increase or
widen the tax base and as such government revenue.
Other studies have shown that irrigation infrastructure provides insurance
against rainfall shocks in downstream localities, and therefore protects
downstream communities against floods and droughts by regulating the flow of
water. Governments can decide to construct dams to control the flow of water
and protect downstream communities against the risk of floods. As well, dams
provide a source of fishing and recreation, which contributes to recreational
tourism and job creation. To be clear, dams provide many people with
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opportunities to enjoy swimming, fishing, and boating, which lead to the
development of service-oriented enterprises in these activities in those areas that
are in close vicinity to the dams. Dams make available a reliable supply of water
to meet rapidly growing urban and industrial needs, especially in drought prone
regions where natural ground water sources and existing lakes or rivers are
inadequate to meet all water needs.
Policymakers are therefore drawn to dams and irrigation schemes given their
ability to affect the overall quality of life of citizens. In particular, dams have
welfare effects in the form of reduced food prices, which leads to increased access
to food for all including the landless and subsistence families. Other direct
outputs of irrigation schemes include both backward and forward linkages in a
variety of industries and impacts that are wide-ranging including the increased
demand for agricultural raw materials in other sectors and consumptioninduced impacts arising out of increases in income and wages generated by the
direct outputs of the dam (see Bhatia, Malik, Cestti, and Scatasta, 2008). In the
long term, adequate management of irrigation schemes can lead to the provision
of better nutrition for all citizens thereby improving people’s health, which could
lead to an overall reduction in the health bill of a country. Reduced food prices
can also be beneficial to poor urban and city dwellers who often spend more than
50 % of their income on food items. However, there are problems associated with
irrigation schemes, which are reviewed next.
1.3. Problems Associated with Irrigation Schemes
It is indisputable that there are obvious economic benefits that come with dams
and irrigation schemes. However, the literature is, in the same way, inundated
with studies that demonstrate that irrigation schemes have failed to produce the
benefits imagined at conceptualisation. Others (see Gopalakrishnan, 2000;
World Commission on Dams, 2000; Nkambule and Dlamini, 2003; Mtaramba
and Munodawafa, 2014) have argued that dams and irrigation schemes lead to
increased competition among water users. These studies have shown that poorly
managed irrigation schemes often fail to meet the growing demand for water
and as such fail to improve the overall quality of life of intended beneficiaries.
Still others have shown that dams seldom benefit the hosting district thus fail
to impact agricultural production in the districts in which they are constructed
but lead to an increase in poverty (Duflo and Pande, 2005). The findings are
diverse and in some cases even strong: demonstrating that dams and irrigation
schemes have significant distributional implications, and have led to increased
poverty (see Duflo and Pande, 2005).
Consequently, irrigation schemes have come under heavy contention on their
ability to meet the growing demand for water downstream. On the one hand,
9

there are technical concerns associated with dams and irrigations schemes. For
instance, Plusquellec and Burt (2016) document that at the heart of the problems
facing irrigation schemes are unrealistic designs that lead to operational
problems. The authors note that the design and layout of irrigation systems
often fail to consider some basic laws of hydraulics, such as lag time, unsteady
nature of water flow, and fluctuation in water levels resulting in poor
performance of the scheme. The authors observe that all too often designers
assume the canals will operate well with unsteady flow. This assumption in the
design tends to prohibit effective operation because it lacks a control strategy,
sufficient communications, suitable gate spacing, or other design errors, which
all lead to compromised effectiveness of an irrigation scheme (Plusquellec and
Burt, 2016). In Eswatini, Nkambule and Dlamini (2003) confirm that
incompatible irrigation technology has been to blame for the failure of the
Maplotini Irrigation Scheme.
On the other hand, equity issues associated with dams such as distributive
conflicts among economic sectors (e.g. agriculture vs. industry) (see Gaur et al.,
2008) as well as clashes between users of irrigation water and other users (water
for recreational, industrial, human consumption, and mining uses) have been
reported (see Rajabu and Mahoo, 2008). Lack of maintenance of irrigation
systems have also been found to present major problems to their sustainability,
which often leads to a vicious cycle of low recovery and as such low impact
(Laboubi and Yamao, 2009).
There are also farmer specific problems that have caused irrigation scheme to
fail concerning smallholder producers in general. In an assessment of irrigation
schemes in Zimbabwe, Mtaramba and Munowafa (2014) found that irrigation
schemes fail because of supply side effects such as farmers having limited access
to agricultural inputs, shortage of capital, lack of security on land, infestation of
pests and diseases, problem animals, electricity charges, poor earth canals, poor
scheme management skills, poor output market. These challenges are not unique
to Zimbabwe. A 2003 study by Nkambule and Dlamini found that despite the
huge investments into the Maplotini Irrigation Infrastructure in the Kingdom
of Eswatini, the irrigation scheme was struggling to contribute to improved
quality of life among smallholder farmers as well as increasing agricultural
production for economic growth in the country. The authors attributed the
failure of the irrigation scheme to incompatible technology especially on the
irrigation system, monotonous sugarcane production and farmer indebtedness,
lack of markets for vegetable crops, and lack of business and financial
management acumen amongst producers. Whereas farmers were comfortable
with the institutional arrangement of the scheme, land tenure issues and lack of
cooperation amongst producers also emerged as a big challenge for the scheme.
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There is therefore a case to argue that irrigation schemes often fail to deliver on
their intended objectives. Even though a wide range of studies shows that
irrigation schemes have been able to meet their intended objectives (Rangachari,
2000; Gopalakrishnan, 2000), an established set of studies that show that
irrigation schemes have failed to deliver on their intended objectives exist
However, their failure is not clear-cut, taking different forms and shape and
occurring incrementally over a long period. The conflicting views suggest that
in the absence of studies that quantify the economic impacts of irrigation
schemes and more generally agricultural development projects, it is difficult to
make objective judgements on whether or not an irrigation scheme is attaining
its intended objectives. This is more so given that agriculture is still largely
subsistence in most parts of Africa South of the Sahara, Eswatini included. This
is notwithstanding its importance in poverty reduction. In the case of Eswatini,
for example, smallholder producers still make up a large proportion of the
country’s agriculture sector - up to 70 % of the total population. However, the
sector still has a limited contribution to total agricultural output (11%) (FAO,
2018), especially considering that agricultural value chains involved in agroprocessing are still limited. Expanding the area under commercial agricultural
production and boosting the productivity of small-scale producers is therefore
an important activity for the government of Eswatini in its fight against poverty
and improving rural welfare and wellbeing.
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2. RESEARCH METHODS

T

2.1.

Data

he ESWADE conducts its work in three areas in Eswatini. These are the
KDDP, the LUSIP 1, and since 2016, the Smallholder Market Led
Agricultural Project (SMLP) covering select chiefdoms in the Manzini
region, which is left out in the study given that it is still relatively new.
The focus of the study is on the KDDP and LUSIP I. These two projects
concentrate on the production of sugarcane, alternative cash crops, and
livestock. ESWADE keeps a database of all farmer cooperatives and farmer
companies established in the project areas.
2.2. Conceptual Framework
Studies that have evaluated the performance of public sector projects have
largely employed the benefit cost analysis (BCA), which is an accounting
framework used to evaluate the financial flows resulting from the investment
decisions. According to Zerbe and Scott (2012), a BCA compares very well to
the analyses used by corporations to evaluate investment decisions but differs in
that it focuses on 1) increasing public welfare as opposed to profit and 2) it
includes non-market goods and services. The focus of the BCA on public (social)
welfare serves to increase both the technical and political complexity of the
exercise while the inclusion of non-market goods and services seeks to recognise
the ability of public sector projects to generate other socially profitable
outcomes that would enhance welfare other than those conceptualised at project
inception (see Zerbe and Scott, 2012). In any BCA, the focus is on the benefits
to society or social welfare (W), which can be obtained by adding the changes
(∆) in consumer surplus (CS), producer surplus (PS), government revenue (GR),
and external effects (EX) of the public sector project. The relationship is
specified as (Zerbe and Scott, 2012: 6):
∆𝑊 = ∆𝐶𝑆 + ∆𝑃𝑆 + ∆𝐺𝑅 + ∆𝐸𝑋

(1)

Equation (1) shows that the BCA includes the consumer and producer surpluses
to capture the total social surplus accruing to consumers and producers because
of a public sector project and acts as a measure of consumer satisfaction. It also
takes into account government revenue consisting of taxes (or cash transfers)
and the benefits accruing to consumers and producers because of a public sector
project. The BCA also recognises that the project outputs may have an effect on
prices in the long-term in terms of what consumers would pay in the absence of
the public sector project under consideration. Similarly, the BCA considers that
significant benefits accrue to producers (over time) because of a public sector
12

project. Combining the consumer and producer surpluses provides a measure of
the benefits to the public emanating from the public sector project, as shown in
equation (1). The BCA involves a comparison of benefits and costs and is also
known as a benefit-cost ratio (BCR). The one critical aspect of BCA is that its
robustness depends heavily on the ability to capture the full range of at least the
financial cost and benefits of the project. However, data considerations have
been a major hindrance for the current assignment, for example getting enough
data to allow for the calculation of consumer and producer surplus proved a bit
problematic. The estimation therefore used overall revenue as inflows for the
project, instead of using changes in consumer surplus and taxation as the
income. The average discount rate between 2000 and 2017 was used in the
discount factor. The methodology is thus augmented to allow for a comparison
of other variables that can be used to somewhat show the impact of ESWADE
on the livelihoods of the people in the PDA, this is attained from the stand point
of a household production function (HPF).
The household production function approach involves some form of modelling
of household behaviour based on the assumption of either a substitute or a
complementary relationship between the environmental good or service and one
or more marketed commodities consumed by the household. Examples of these
models include allocation of time models for recreation or other activities
involving household labour allocation, averting behaviour models that account
for the health and welfare impacts of pollution, and hedonic price models that
account for the impacts of environmental quality on choice of housing (see for
example, Mattila-Wiro, 1999 and Grossbard, 2010).
The underlying assumption in most HPF models is that a household allocates
some of its available labour time, and possibly its income, for an activity that is
affected in some way by “environmental quality” (i.e., the state of the
environment or the goods and services it provides). The household therefore
combines its labour, environmental quality, and other goods to “produce” a good
or service, but only for its own consumption and welfare and this is what is
known as household utility. By determining how changes in environmental
quality influence this household production function and thus the welfare of the
household, it is possible to value these changes.
Understanding the underlying household production function and
understanding the basic household model ensures that the analysis is to
determine the efficiency of resources allocation within the household. If the
household assumes a unitary model or has one of a dictatorship model with a
benevolent dictator, then it does not matter who receives the income in the
household since the household has the same goal of utility maximisation,
(Mattila-Wiro, 1999). If this assumption holds for LUSIP households, then the
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issue of gender dynamics would not matter much. However, if the model of the
household is not that of a unitary household, then there are two or more utility
functions that have to be maximised within this household and this is the reason
why the issue of gender dynamics needs to be taken into account.
Most people in developing countries earn at least part of their livelihood
through production in their own enterprises. Moreover, they often consume at
least a portion of the output of their productive activities, and household labour
is often an important input into the production process of the enterprise. The
assumption is that markets for household are incomplete because the production
decisions of the household are inseparable from the household's consumption
choices (Ligon, 2011). This means that household production does not seek to
maximize profit, and production decisions depend upon the preferences and
endowments of the household. Based on the household production utility
function theory we formulate the household utility function as:
Max U (Q C , Q p , Yr ) … (2)
Where Qc and Qp are quantity consumed and produced by a household
respectively and Yr is the overall income received by a household including
income not produced within the household. The utility function is maximised at
a certain budget constraint, which is:
P(c,p) = F( Lf + Lh, EA ) - wLh + wL … (3)
Where Lh is labour hired by the household to work on its farm, Lf is the
household's own labour on its farm, Lm is the time spent working by the
household for a wage. The term EA defines the resource constraints, in this case
being the overall income received as not every person in a household receives or
brings income and ‘w’ being the cost of labour. To measure the household’s
utility, there analysis also has to consider the fact that there is a maximum
amount of time a household can spend working for a wage as a result of some
labour market rationing.
Assessing the impact of ESWADE within Eswatini’s dynamic economic, social,
institutional, and policy context is multifaceted. First, the changes taking place
in the projects today are attributable to a multiplicity of dimensions, not all of
which are attributable to the work of ESWADE. Second, in addition to the usual
productivity-based approaches, which form the foundation of most benefit–cost
and rate of return analyses, there are other important social (e.g., poverty,
inequality, and empowerment) and environmental (e.g., sustainability,
ecosystem, and human health) dimensions to consider. Therefore, testing the
claim that ESWADE’s work has stimulated improvement in the standard of
living (led to improved rural welfare) in the project areas requires an
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understanding of the level of social development before and after the
implementation of the activities of ESWADE.
The FAO Social Analysis Framework for agricultural development projects is
used to determine the impact of ESWADE projects on beneficiaries. The
starting point for this analysis is to first evaluate expected (or intended) causes
and/or effects leading from the different specific project interventions with
special focus on the LUSIP and KDDP projects.
Figure 2.2.1: Social Analysis Framework

Source: Adapted from the FAO Social Analysis Framework (2011)
The overall objective of both the KDDP and LUSIP projects was to reduce
poverty through increased household income, enhanced food security and
improved access to social and health infrastructure for the rural population by
creating the conditions for the transformation of subsistence level smallholder
farmers into small-scale commercial farmers.
2.3. Limitations of the Study
Various limitations of the study must be considered when evaluating the
results and their generalisability.
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3. FINDINGS: The Economic & Social Contribution of
ESWADE
3.1. Funding of the ESWADE Investment
A variety of sources fund the activities of ESWADE. Similarly, funding for the
construction of the Lubovane Dam and the irrigation canal including roads and
other forms of infrastructure come from different sources, as seen on Table 3.1.1.
The Government of Eswatini (GoE) is the largest contributor of funds (93.96%)
followed by the Development Bank of Southern Africa (DBSA) (5.44%), the
African Development (AfDB) (5.18%), the European Investment Bank (EIB)
(4.9%), and the Arab Bank for Economic Development in Africa (BADEA)
(3.57%). Of the remainder of the monies, 2.95% came from the European Union
while the International Fund for Agricultural Development (IFAD) contributed
1.65%. Other multilateral organisations also contributed funds, including the
International Cooperation and Development Fund (ICDF) of the Republic of
China on Taiwan and the OPEC Fund for international Development that
contributed 1.41% and 0.78% of the total funds, respectively. The International
Livestock Research Institute (ILRI) and the European Development Fund also
contributed 0.12% and 0.03% of the total funds of the project, respectively (see
Table 3.1.1).
Table 3.1.1: Sources of funding for the Lubovane Dam and Lower Usuthu
Irrigation Project (LUSIP)
Entity

Proportio
n

Government of Eswatini
Development Bank of Southern Africa
African Development Bank
European Investment Bank
Arab Bank for Economic Development in Africa (BADEA)
European Union (EU)
International Fund for Agricultural Development (IFAD)
International Cooperation and Development Fund (ICDF)-R
on China on Taiwan
OPEC Fund for International Development
International Livestock Research Institute
European Development Fund
Global Environment Facility
Source:
Notes:

93.96%
5.44%
5.18%
4.90%
3.57%
2.95%
1.65%
1.41%
0.78%
0.12%
0.03%
0.01%

Author’s calculation using data collected from ESWADE.
By the end of 2017 E4, 646, 403, 555 had been expended on the Project. GoE
monies came in the form of loans sourced from different international
agencies that provide developmental loans.
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Figure 3.1.1 presents the monetary contribution of each entity into the project.
By 2017, the GoE and its development partners had expended a total of
E4,646,403,555 – in 2017 monetary values – on the project; both on dam, roads,
and irrigation canal construction and farmer development (see Fig. 3.1.1). At
inception, the activities of ESWADE focused in the KDDP, where efforts
concentrated on expanding the area under sugarcane production through the
establishment of farmer associations and building business management
capacity amongst smallholder farmers. Figure 3.1.1 also shows that funding for
the project came in different periods with the bulk of the money (about 65% of
the total funding for ESWADE) coming between 2007 and 2011 (see Fig. 3.1.1),
during the construction phase of the Lubovane Dam and irrigation canals in the
LUB. Whereas funding for ESWADE peaked in 2008, operational funding
improved post 2011 to average E165 million (in 2017 currency values) during
the five years from 2012 – 2017, compared to an average of E67 million (in 2017
currency values) during the first five years (2000 – 2004).

144,593,434

157,045,754

161,396,798

209,736,492

156,298,280

142,886,721

450,671,118

389,560,927

603,061,824

922,783,998

226,550,524

131,306,725

77,178,819

63,261,071

32,699,812

102,004,798

13,928,730

661,437,728

Figure 3.1.1: Funding for the Eswatini Water and Agricultural Development
Enterprise (2000 – 2017) in 2017 currency values.

2 0 0 02 0 0 12 0 0 22 0 0 32 0 0 42 0 0 52 0 0 62 0 0 72 0 0 82 0 0 92 0 1 02 0 1 12 0 1 22 0 1 32 0 1 42 0 1 52 0 1 62 0 1 7

Source:
Notes:

ESEPARC using data from ESWADE annual reports: 2000 – 2018.
Total amount of contributions amount to E4,646,403,555 in 2017 currency values.

Given the waning nature of international funding and in particular official
development assistance (ODA) in Eswatini and considering that questions have
arisen within the GoE regarding the continued benefits of funding ESWADE in
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the face of the country’s biggest financial crunch in recent years. Empirical
evidence on the economic impacts of the work of the parastatal provides an
evaluation of the successes (or lack thereof) of the PRSAP together with the
likely consequences of changes in the level of funding for pro-poor development
initiatives in Eswatini.
3.2. Agriculture Production under ESWADE
Dam infrastructure is important because it stores water for agricultural
irrigation and other uses. In the case of Eswatini, there is no doubt that the
availability of irrigation water has brought about significant improvements in
agricultural production in the KDDP and LUSIP, causing a major shift in the
economy of the two areas. Table 3.2.1 presents data on area under sugarcane
and vegetable, fruit, and livestock production in the KDDP and LUSIP. The
data demonstrates that the area under sugarcane production increased from
349.2 ha in 2001 to 3,661 ha in 2007 and reached 3,312 ha in 2009, suggesting
an expansion of about 400 ha per annum in smallholder cane land during the
nine years from 2001 – 2007. In the LUSIP I, the area under sugarcane
production expanded at a rate of 627ha per annum between 2011 and 2017, to
reach 4,659 ha (see Table 3.2.1). By 2017, the irrigation schemes had developed
10,371 ha of cane land and 1,048 ha of alternative crops such as bananas,
vegetables, fruit trees, and livestock feedlots (see Table 3.2.1). These data show
that annual growth in sugarcane production has been higher in the LUSIP than
in the KDDP, which demonstrates a greater ability of ESWADE to deliver
agricultural commercialisation services to smallholder farmers. The agricultural
projects presented in Table 3.3.1 have produced 6,890,828 tons of sugarcane and
969,694 tons of sucrose at an average of 13.91 tons of sucrose per hectare (TSH),
by 2017 and remitted E269 million (in nominal values) worth of tax revenue
back to the Government of Eswatini while beneficiaries received E236 million
dividends income. The results show that ESWADE has in the past 17 years
gained significant success in extensification, that is, adding/increasing land
into agriculture production via the smallholders in the project development area.
The major objective of constructing the Lubovane dam was precisely for this
reason, to lift households in the LUSIP area out of abject poverty through
enhancement of agricultural production. The land that has been added into
agriculture production via LUSIP and KDDP improved significantly from
subsistence production to commercial agriculture thus contributing to an
increase to the contribution of the agriculture sector to the country’s total
production. Overall, ESWADE has been successful in converting nonproductive land be it arable or non-arable into commercial agricultural
production.
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Table 3.2.1. A summary of agricultural development stimulated by
ESWADE
Alt
YEAR
KDDP
LUSIP
Total Sugarcane
crops
2000
349
349
2001
544
544
2002
1 876
1 920
43
2003
2 738
2 738
147
2004
2 738
2 738
147
2005
3 039
3 039
394
2006
3 039
3 039
435
2007
3 147
3 147
477
2008
3 312
3 312
477
2009
3 312
3 312
520
2010
3 312
3 312
520
2011
3 636
830.00
4 466
628
2012
3 809
1 829.00
5 638
758
2013
3 809
2 112.80
5 922
795
2014
3 809
2 803.52
6 613
885
2015
3 809
3 036.68
6 846
915
2016
3 809
4 206.68
8 016
1 067
2017
4 659
4 390.85
9 050
1 048
Source: Author’s depiction using ESWADE data
Note: The table reports area harvested. By 2017, ESWADE had developed 10, 371 ha of
sugarcane and 1, 048 ha of alternative crops. The government had received E269
million (in nominal values) in tax revenue and 5, 568 shareholders (in the farmer
companies) had received E236 million (nominal values) in dividend income from
the projects supporting 38, 976 people.

As part of the studies that seek to understand the economic impacts of
agricultural development projects in Eswatini, Njeim (2018) conducted a survey
in Siphofaneni to validate the impact of LUSIP through largely social and
economic metrics. The author found that LUSIP has provided employment
opportunities, increased wages and incomes, and the ability of the local people
to save – suggesting that because of LUSIP, households in the community were
able to chart their own development. The survey found that 84.9 % of the total
respondents in the area reported to have had an income that came through
employment (46%) and business ownership (38.9%) post 2009. Through her
survey, Njeim (2018) was able to establish that unemployment in Siphofaneni
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was low at 15.1% compared to 23% at national (LFS, 2016) using the relaxed
definition of unemployment in Eswatini.
Njeim (2018) study also showed that agriculture was the largest employer
accounting for 35.2% of all jobs in the area followed by services (finance, retail,
etc.) at 32.8% and transport and logistics at 8.2% - which is a direct beneficiary
of the agricultural (sugarcane) production. In addition, the study demonstrated
that the agriculture sector accounted for 26.2% of the businesses established
while services such as banks, retail outlets, and other forms of services oriented
business that – in one way or the other – support the agriculture sector
accounted for 42.7% (Njeim, 2018). The author attributed the improvement in
employment and income to the expansion in agricultural activities in the area
following the establishment of the Lubovane Dam and the LUSIP I.
Agricultural producers largely produced sugarcane, banana, and vegetables and
other fruits to sell in the town of Siphofaneni. This suggests that the project was
meeting some of the components of the National Irrigation Policy (of 2005) of
diversifying agricultural production. As a result of the expansion in agricultural
production, other businesses in the area have been stimulated by the presence
and investments made through ESWADE projects and these include the
establishment of banks, food outlets, clothing retailing, car repairs, welding, hair
salons, and childcare services (Njeim, 2018). In other words, the growth of the
Siphofeneni town has been largely fuelled by the agriculture activities that can
be linked to ESWADE projects. Of course, not all these spin off business can be
directly linked to ESWADE, but the evidence suggests that the increased
growth of the Siphofaneni town and surrounding area in the past 10 years has
been propelled by the presence of ESWADE.
Regarding employment prior to and after LUSIP, Njeim (2018) showed that the
completion of the dam and commencement of the irrigation scheme impacted
job creation positively with 79.1% of the study respondents attributing temporal
effect on employment to after 2009 (or post LUSIP I) compared to about 21%
before LUSIP I. Equally important is that Njeim (2018) found that job
opportunities accrued to young people below the age of 25 years, while
businesses that did not exist in Siphofaneni before the LUSIP I included welding
workshops, car washes, and block yards, and banks. These jobs were realised
post 2009 suggesting that had it not been for the dam and irrigation scheme, the
youth employed in such jobs would be without any form of employment in the
area. Njeim also found that agricultural production in the area improved with
66.4% of the survey responds reporting that the irrigation scheme influenced
their personal lives through access to food (60%), education (58.5%), and crop
production and health (46.8%) (see Njeim, 2018).
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Even though the LUSIP in particular has been able to stimulate economic
growth in the project area, questions still remain regarding the monetary value
of the benefits that have accrued to the Kingdom of Eswatini through the
programming initiatives of ESWADE, which this study turns to next.
3.3. Cost and Revenue Flows
The data presented in this section is extracted from ESWADE annual reports
and also from additional data provided by ESWADE, the data is presented in
Table 3.3.1. The discount rate was used as a proxy for interest rate, and a 17year average of 7.79% was calculated and used as the interest rate in the
calculation of the discount factor. It is important to include a discount rate in
the calculations of the financial flows of the ESWADE projects because money
loses its value over time. The discounted value enables the evaluation to
compare the present value of the project and its benefits directly with its value
at inception. The net present value, commonly seen in capital budgeting
projects, accounts for the time value of money. Infusing the time value of money
rests on the idea that future money has less value than presently available
capital, due to the earnings potential of the present money. Therefore, the
discounted cash flow calculation, reflects the potential change in wealth from a
particular project, it factors in the time value of money by discounting the
projected cash flows back to the present.
The results reveal that the GoE has spent E4,645,942,131.00 (E4.65 billion) on
ESWADE activities in 2017 prices. Furthermore, the results show that the total
revenue gains from KDDP and LUSIP 1 amount to E3,595,328,258.00 (E3.6
billion). The results show a benefit-cost ratio (BCR) of 0.77, indicating that for
every lilangeni (E1.00) spent on ESWADE the government recoups E0.77 back.
This result is also summarised in the negative net present value (NPV) of the
project so far has a negative net present value of E272,289,338.33 or E272.3
million.
What does a negative E272.3 million net present value mean? It means discounting
the projected cash flows that were made at the inception of the ESWADE
projects back to the present value in 2017, at the time of the evaluation,
ESWADE is in purely accounting terms E272.3 million short of recovering the
E4.65 billion that has been invested by Government on ESWADE. Remember
that the net present value is the difference between the present value of cash
inflows and the present value outflows over a period of time. What this means
is that over the period under review, ESWADE projects have made a positive
contribution to the economy in terms of the difference in the money invested by
Government and the money generated by the ESWADE projects, that is, the
return on investment is positive and it’s just a matter of time before the project
breaks even. It is also worth noting that development projects such as LUSIP 1
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and KDDP take time to yield desired benefits and so the 0.77 BCR and negative
272.3 million NPV mean that it is only a matter of time before ESWADE breaks
even and start generating additional income for the Kingdom of Eswatini. In
fact, given that the evaluation is only assessing the impact of LUSIP1 and
ESWADE is yet to move into LUSIP 2, the benefits to the economy would most
likely produce a positive net present value if LUSIP 2 were to be factored in.
The infrastructure developed for LUSIP 1 will also service LUSIP 2 activities
and so this means ESWADE is indeed positioned to make much more gains out
of the investments already made. Some of the benefits are not captured in the
accounting analysis of the financial cash flows. The financial cash flows only
cover the income received on dividends, yet the smallholder farmers are able to
generate additional income from other sources of productive economic activities
they are able to engage in anchored in the ESWADE agricultural activities. For
example, some of the smallholders are able to generate food and extra income
out of their backyard gardens, they are able to construct houses (1 or 2 rooms
and more) to rent out to the population that is now flocking/attracted to the
Siphofaneni project area. Put differently, this means, the multiplier effects of the
ESWADE projects are not captured in the net present value calculations
presented in this evaluation. Therefore, this negative net present value result
should not be alarming when considering the entire scope and extent of the
ESWADE projects. What is really promising is that at the time of the evaluation
a significant number of the farmer companies had finished paying their loans
and the benefits from these companies are still to accrue for the medium to long
term at no extra cost to ESWADE since the farmer companies would have been
weaned off from ESWADE. Thus, in the long term it is plausible to project a
positive NPV, however with most public sector projects a positive NPV is
usually attained outside of the implementation period. It should also be noted
that the benefit cost ratio is relatively high for a public sector project of this
scope. If the annual returns of over E100 million are maintained, and no
additional costs are incurred for both LUSIP1 and KDDP, the NPV of the
project is likely to turn positive by 2020/21, which signals a rather short impact
cycle out of project. Also, one has to appreciate that ESWADE had to deal with
a lot of social issues initially thus impeding return on investment on its projects.
For example, social issues included internal conflicts and disputes amongst
members of farmer associations, leading to the burning down of agricultural
investments especially sugarcane fields while in others they have led to complete
abandoning of agricultural projects.
In general, too much focus on the calculation of the net present values and the
benefit cost ratios does not yield sufficient analysis as the aim of the KDDP and
LUSIP is to improve the standard of living of the inhabitants of the project
development area and also to contribute to poverty alleviation for the
22

participants. A full picture can be ascertained by studying standard of living
variables in the project development area and also by ascertaining poverty
statistics before ESWADE interventions comparing those to the time of
ESWADE interventions. This emanates from the fact that the government
seeks to maximise a social utility function and does not focus merely on the
monetary returns from a project. As specified in the conceptual framework, one
variable to study is the consumption patterns of households and we can look at
the asset ownership profile at household level. The proper calculation would
have to rely on the taxes that the government is collecting from the farmer
companies and the benefit cost ratio would be grossly lowered. The net present
value of the investment will be negatively impacted because the net present
value expresses the value of the costs and the value of the benefits in terms of
2017 Emalangeni. It takes into consideration the time value of money that is one
lilangeni today does not have the same purchasing power as one Lilangeni in
2000.
The results of the economic gains associated with ESWADE’s agricultural
development projects appear in Table 3.3.1. All money reported is in 2017
Lilangeni values, deflated using the consumer price index (CPI) sourced from
the Central Bank of Eswatini (2018). During the period 2001 – 2017,
ESWADE’s projects contributed E3,714,572,825 (E3.7 billion) to Eswatini,
which represents 71.8 % of agricultural gross domestic product (agriculture
GDP) or 8.7 % of GDP in 2016. The results show that the KDDP added
E2,512,459,371 cumulatively (E157,028,710 x 16 years) to GDP from 2001 to
2017 while LUSIP I added E792, 918, 209 cumulatively (E113, 274, 029 x 7) to
GDP from 2011 to 2017. The average economic benefits that Eswatini receives
because of the investment in ESWADE are estimated at E232.16 million (in
2017 Lilangeni values) annually. These benefits increase to E387 million per
year if we only consider the period from 2011 to 2017 or E422 million per year
if we consider the period from 2013 to 2017. Comparing the income generated
in the first 7 years of the KDDP and the first 7 years of the LUSIP I, the results
show that LUSIP I has on average added E127, 893, 785 per year while KDDP
added on average E48,140,995 per year. This signifies about 260% increase in
revenue generation capacity of the projects per year, in more recent years. The
increasing benefits in recent years has to be noted as a positive for ESWADE
because it means the economic impacts of the investment made to ESWADE are
increasing at an increasing rate as ESWADE expands to other project areas.
This can be attributable to improved understanding of the smallholder
production landscape in Eswatini by, and acceptance by rural dwellers of the
capacity building initiatives of ESWADE. Alternatively, the results illustrate
that LUSIP I is generating even larger economic dividends to Eswatini
compared to the KDDP.
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Table 3.3.1. Revenue Gains Associated with the Eswatini Water and Agricultural Development Enterprise (ESWADE)
Agricultural Development Projects, 2001 – 2017
Year

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

KDDPb
Area
Harvested
(Ha)
332
1 125
1 125
3 026
3 344
3 661
3 661
3 990
3 990
3 990
3 990
3 990
3 990
3 990
3 990
3 656

Tons
Sucrose
(TS)
5 262
15 063
15 063
42 245
46 852
54 897
42 810
44 513
51 019
54 174
59 690
62 683
68 038
50 678
45 127
47 603

KDDP Revenue

TS/Ha
16.21
11.67
13.87
13.44
14.19
14.84
14.3
14.38
14.57
14.63
14.58
14.96
15.46
14.59
12.07
12.72

E/Yeara

LUSIPc
Area
Harvested
(Ha)

19 626 316
60 400 312
51 508 006
125 090 965
142 646 367
167 553 204
134 178 240
141 046 573
162 888 107
176 902 665
237 933 043
279 536 450
188 690 545
219 526 688
203 700 816
201 231 074

Tons
Sucrose
(TS)

TS/Ha

LUSIP
Revenue

Total
area
plantedd

Total Benefits (Sugar
+ other crops)

(E/Year)

(Ha)

(E/ year)

332
1 125
1 125
3 026
3 344
3 661
3 661
3 990
3 990
4 820
5 819
6 103
6 794
7 027
8 197
8 047

19 626 316
60 400 312
51 508 006
125 090 965
142 646 367
167 553 204
134 178 240
141 046 573
162 888 107
830
12 201
14.70
28 423 178
218 457 507
1 829
25 423
13.90
111 762 270
387 918 030
2 113
31 692
15.00
125 096 423
438 486 494
2 804
38 408
13.70
144 096 290
361 942 428
3 037
38 870
12.80
147 521 892
388 529 090
4 207
56 790
13.50
259 558 718
479 416 454
4 391
60 594
13.80
266 409 983
467 641 058
Total
3 747 329 151
Note: a Values are in 2017 Eswatini Lilangeni; deflated using the consumer price index sourced from the Central Bank of Eswatini (2018). b ESWADE was
established in 1999 and the first project was the Komati Downstream Development Project (KDDP). At Inception, KDDP focused on sugarcane
production. The first output was realised in 2002 and 332 ha were harvested. cLUSIP realised its first crop in 2011 and 830 ha were harvested. LUSIP
revenue also incorporates revenue from no sugarcane activities such as banana, livestock, vegetables, and grains production. It also incorporates
revenue offloaded via the informal sector estimated using formal sector data.d The total area harvested is different from the total area developed.
Although ESWADE had developed about 10,371 ha of cane land, only 8,047 ha of these were harvested by 2017
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Table 3.3.2: Cost Benefit Financial Flows
Year

ESWADE Costs

KDDP Revenue

LUSIP Revenue

Total Benefits
(Sugar + other
crops)

E/Yeara

(E/Year)

(E/ year)

2000

E13,926,730.00

2001

E102,004,798.00

2002

E32,699,812.00

E19,626,316.00

E19,626,316.00

2003

E63,261,071.00

E60,400,312.00

E60,400,312.00

2004

E77,178,819.00

E51,508,006.00

E51,508,006.00

2005

E131,306,725.00

E125,090,965.00

E125,090,965.00

2006

E226,306,725.00

E142,646,367.00

E142,646,367.00

2007

E661,437,728.00

E167,553,204.00

E167,553,204.00

2008

E922,783,998.00

E134,178,240.00

E134,178,240.00

2009

E603,061,824.00

E141,046,573.00

E141,046,573.00

2010

E389,560,927.00

E162,888,107.00

E162,888,107.00

2011

E450,671,118.00

E176,902,665.00

E28,423,178.00

E205,325,843.00

2012

E142,671,118.00

E237,933,043.00

E111,762,270.00

E349,695,313.00

2013

E156,298,260.00

E279,536,450.00

E125,096,423.00

E404,632,873.00

2014

E209,736,492.00

E188,690,545.00

E144,096,423.00

E332,786,968.00

2015

E161,396,798.00

E219,526,688.00

E147,521,892.00

E367,048,580.00

2016

E157,045,754.00

E203,700,816.00

E259,558,718.00

E463,259,534.00

2017

E144,593,434.00

E201,231,074.00

E266,409,983.00

E467,641,057.00

E4,645,942,131.00

E2,512,459,371.00

E1,082,868,887.00

E3,595,328,258.00

Total
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Discount Present Value
Factor
Costs

Present Value
of Benefits

0.0779
1
E13,926,730.00
0.92773
E94,632,895.44
0.860683
E28,144,161.35
0.798481
E50,512,762.97
0.740775
E57,172,112.68
0.687239
E90,239,069.79
0.637572
E144,286,808.81
0.591494
E391,236,765.44
0.548747
E506,375,027.08
0.509089
E307,012,168.80
0.472297
E183,988,496.87
0.438164
E197,467,912.59
0.406498
E57,995,513.94
0.37712
E58,943,240.50
0.349866
E73,379,608.93
0.324581
E52,386,313.25
0.301123
E47,290,145.28
0.279361
E40,393,784.98
0.259172 E1,204,096,520.39
NPV
BCR

E16,892,029.97
E48,228,501.28
E38,155,825.15
E85,967,358.65
E90,947,315.34
E99,106,795.39
E73,629,917.79
E71,805,265.32
E76,931,580.88
E89,966,416.75
E142,150,420.38
E152,595,254.41
E116,430,752.40
E119,136,947.74
E139,498,267.91
E130,640,733.69
E931,807,182.06
-E272,289,338.33
0.77

A Detailed Analysis of the Financial Flows
Tables 3.3.1 and 3.3.2 present data extracted from ESWADE annual reports
and also from additional data provided by ESWADE. The discount rate was
used as a proxy for interest rate, and a 17 year average of 7.79% was calculated
and used as the interest rate in the calculation of the discount factor. The results
reveal that the GoE has spent E4,645,942,131.00 (E4.6 billion) on ESWADE
activities in 2017 prices. Furthermore, the results show that the total revenue
gains from KDDP and LUSIP1 amount to E3,747,329,151 (E3.7 billion).
The results show a BCR of 0.77, indicating that for every lilangeni (E1.00) spent
on ESWADE the government recoups E0.77. This result is also summarised in
the negative NPV of the project so far has a negative net present value of
E272,289,338.33 or E272.3 million. This result is not alarming though since
a number of the farmer companies have finished paying their loans and the
benefits from these companies are still to accrue for the medium to long term at
no extra cost to ESWADE since the farmer companies have been weaned from
ESWADE. Thus, in the long term it is plausible to project a positive NPV,
however with most public sector projects a positive NPV is usually attained
outside of the implementation period. It should also be noted that the benefit
cost ratio is relatively high for a public sector project of this scope. If the annual
returns of over E100 million are maintained, and no additional costs are incurred
for both LUSIP1 and KDDP, the NPV of the project is likely to turn positive by
2020/21, which signals a rather short impact cycle out of project.
This indicates that a comparatively higher proportion of the total benefits for
the investment made to ESWADE have been realised in more recent years. A
period of 20 years after implementation is often considered a time long enough
for maturation and realisation of impacts of actions on large infrastructural
projects (see Requier – Desjardins et al., 2011; Reij and Steeds, 2003). As well,
in understanding the social utility of these projects, consider also that Eswatini
has already incurred the costs associated with the provision of bulk
infrastructure in the LUB for agricultural development. Therefore, impact will
increase as country nets in the benefits of these investments through LUSIP II
and other projects. In addition, some of ESWADE’s projects within the KDDP
and LUSIP I are yet to live up to their full potential owing to internal conflicts
and disputes amongst members of farmer associations. In some cases, disputes
have led to the burning down of agricultural investments especially sugarcane
fields while in others they have led to complete abandoning of agricultural
projects. These issues can choke ESWADE’s work and go on to compromise the
realisation of benefits and as such impact.
Moreover, given ample evidence that there is value in investing in agricultural
development projects, the low economic rate of return provides impetus for
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funders of ESWADE including the GoE to continue providing funding. This is
to ensure that ESWADE protects the benefits accruing to Eswatini by ensuring
that the beneficiary communities do not retract from agricultural production
due to management complications because of early weaning while projects are
yet to mature. Continued funding for ESWADE is also necessary to continue
rolling out agricultural development projects to other areas in Eswatini to
improve rural welfare. The results also demonstrate that there are economic
benefits associated with investing in farmer development in Eswatini but take
time to show, although it is difficult to assess them any further given that there
are no comparable values for other public investments.
In addition, the estimated benefits do not fully capture those producers who sell
their outputs in informal markets or those who produce in backyard gardens,
which are quite popular in the LUB (see Njeim, 2018) and in the KDDP because
of lack of data. Dlamini and Mohammed (2018) show that smallholder producers
often than not, offload their outputs in informal markets to take advantage of
the higher prices to those offered by Eswatini’s agricultural marketing boards
such as National Agricultural Marketing Board (NAMBoard) and National
Maize Corporation (NMC), which makes it difficult to track producer incomes.
Zikalala and Sacolo (2018) demonstrate that Eswatini’s informal market
(shadow economy) is significantly large at just under 40% of GDP, which
confirms that many business transactions take place in the informal sector. The
study also infers that the economic impacts of development projects are often
unaccounted for in national accounts, which compromises impact. Moreover,
basing impact on direct income provided by agriculture is not enough as the
benefits go beyond just incomes to other indirect benefits of agricultural
development projects such as lower food prices, fresh food, improvement in
health, and reduction in the country’s health bill. Including these benefits would
increase the estimated benefits and the efficiency ratios and begin to yield
healthy returns.
Again, Njeim (2018), respondents revealed that the project had stimulated the
establishment of spin-off businesses spanning a variety of sectors including
financial services, retail and trade, agribusiness support, and other serviceoriented businesses that were previously not available in the small town of
Siphofaneni. Prior to ESWADE’s work, members of the constituency needing
these services had to travel to Manzini – the nearest town - to access them.
Bringing these services closer to the communities has saved households time
and resources, freeing them to engage in other productive economic activities
not considered in the study. Similarly, ESWADE’s projects have improved
social development in the project areas, with the 2017 National Census
demonstrating some of the gains that have accrued to the community during the
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course of the last ten years. Notably, social development is a precursor for
economic growth and is therefore a necessary precondition for households to
engage in productive economic activities and take charge of their own
development, and in the process stimulate economic growth. Including all these
benefits would increase the total benefits and hence economic impacts.
Preferably, the evaluation of any irrigation scheme would have to be holistic;
however, this study, like most studies of its kind, does not account for indirect
and induced economic impacts. Studies conducted elsewhere (see Ortolano et al.,
2000) show that there are substantial multiplier effects from investments made
in basic sectors such as agriculture originating from indirect and induced
economic impacts. These include the economic benefits that derive from the
linkages between the economic and other consequences of dams and agricultural
development projects with the rest of the economy. For example, increased
agricultural and industrial outputs can generate additional wages for households
(see WCD Report, 2000). As households gain higher incomes, these interact
with the rest of the economy in a multiplicity of ways, with higher income
having the ability to stimulate an increase in the consumption of goods and
services that, in turn, encourage production of various other agricultural and
industrial goods (Ortalano et al., 2000). To capture these impacts, require the
estimation of multipliers. However, the estimation process for economic
multipliers requires that the estimates of the relevant parameters pertain to the
regions in question and are currently unavailable in Eswatini. Studies conducted
elsewhere show that the output multiplier in agriculture can go up to USD2.39
of total income within the local (project) area for a unit of currency produced by
the agriculture (farming) sector (see Ortalano et al. 2000). This suggests that
there are large economic gains associated with ESWADE’s agricultural
development projects, which go beyond farmer incomes and are not readily
quantifiable. Particularly, this study did not quantify the indirect economic
impacts of ESWADE nor did it account for the monetary value of the benefits
gleaned by small businesses (see Njeim, 2018) because of the agricultural
development projects of ESWADE.
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3.4. Social Development and Rural Welfare
Social development refers to the ability of communities and more broadly
societies to get things done – to shape their physical, economic, social, and
intellectual environment to their own ends (Morris, 2010). This include the
ability of households to position themselves to take advantage of economic
opportunities (be it engaging in productive economic or getting into gainful
employment) to develop themselves and improve their savings and social capital.
To guestimate the level of social development in the LUB before the work of
ESWADE, the study used the 2007 population and housing characteristics
census. The data presented below only focuses on the LUB given that the
commencement of the project coincided with the population census of 2007
allowing the establishment of a counterfactual. Secondly, in 2005, ESWADE
profiled the communities in the LUB before the commencement of work related
to LUSIP I, making the use of the 2007 Population and Housing Characteristics
Census relevant. In the case of the KDDP, baseline information was not available
and where available it was not comprehensive, and so it is left out of the analysis.
The analysis is concerned with whether or not there has been an improvement
in the standard of living for the folks residing in the project areas. The Kingdom
of Eswatini’s 2007 Population and Housing Census (Volume 6) defines the
quality of housing as “a measure of the standard of living in Eswatini and is seen
as one of the leading indicators of development.” To that extent, the GoE (2007)
views better housing conditions as essential for human survivorship and is seen
as a good indicator of the level of social development.
For the purposes of this study, we use the housing condition, including the
source of lighting and cooking energy, to assess the level of social development
before and after the implementation of the project. Lighting and cooking energy
source can reveal the extent to which households in the project areas have
managed to use the proceeds from the different agricultural projects inspired by
the work of ESWADE to improve their standard of living. In particular, through
source of cooking energy the study is able to determine the extent to which
households have managed to move away from using wood fuel as a source of
energy for cooking and by implication the contribution of the project to
environmental management. Table 3.3.1 shows the characteristics of households
in the LUB before and after the commencement of the work of ESWADE and
operationalisation of the irrigation scheme.

29

Table 3.3.1 Social Development in the LUB
Year 2007 (Base
without project)

Description
Floor type
Cement
Dung
Earth
Tiles
Wood
Type of roof
Grass
Corrugated Iron
Asbestos
slate, concrete
Traditional hut
Type of wall
Cement bricks, blocks
Mud and poles
Stone
Corrugated Iron
Mud Blocks
Wood
Traditional hut
Grass
Type of toilet
Bush
Pit latrine ordinary
Pit latrine VIP
Flush toilet
Lighting energy source
Candle
Paraffin
Electricity
Wood
Gas
Solar
Cooking Energy source
Wood
Gas
Electricity
Paraffin
Coal
Own a car
Yes
No
Source:
Notes:

Year 2017 (With
project)

%
Increase

70.41
21.94
7.03
0.5
0.12

88.15
4.6
2.08
5.04
0.13

17.74
-17.34
-4.95
4.54
0.01

39.85
58.46
0.03
1.17
0.49

9.7
87.72
0.04
2.41
0.13

-30.15
29.26
0.01
1.24
-0.36

44.04
39.12
13.61
1.17
0.8
0.58
0.49
0.18

77.69
13.12
7.33
0.77
0.27
0.55
0.22
0.04

33.7
-26.0
-6.3
-0.4
-0.5
0.0
-0.3
-0.1

56.23
22.92
20.35
0.5

6.87
53.41
37.85
1.87

-49.36
30.49
17.5
1.37

74.18
15.49
9.81
0.25
0.18
0.09

44.21
6.48
48.63
0.02
0.02
0.62

-29.97
-9.01
38.82
-0.23
-0.16
0.53

89.71
4.38
3.68
1.78
0.46

86.38
2.17
10.5
0.29
0.66

-3.33
-2.21
6.82
-1.49
0.2

10.1
89.9

15.9
84.1

5.8
-5.8

ESEPARC using EPHC Census 2007 & 2017.
There were 3,357 households in the LUB in 2007 and 4, 527 in 2017, which suggests a 34.9%
increase in number of households in the area. Negative numbers also denote an improvement
in social development, for example, the number of households using a candle as a lighting
source increased by -30%, which suggests a decrease which had risen to 4 total number of
households in the LUB in 2007 were data illustrate that there has been an improvement in the
total number of households with improved social status.
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From Table 3.3.1, in 2007 – two years before the operationalisation of the
LUSIP, 70.4% of the households in the LUB had a floor made of cement, 21.9%
made of cow-dung, and 7% of earth while only 0.5 and 0.1% were made of tiles
and wood, respectively. By 2017 – about eight years after the implementation of
the project-, 88.2% of the households had a floor made of cement suggesting a
17.7% increase in those households who had managed to improve the condition
of their places of abode (see Table 3.1.1).
The proportion of households with flooring made of cow-dung had decreased to
4.6% while the proportion of households with earth floors had decreased to 2.1%,
suggesting an almost 5% decline in houses without a good flooring and a near
eradication of household structures without proper flooring. The data also
suggests an improvement in houses with tiled floors, having increased from
0.5% in 2007 to 5% in 2017, as shown in Table 4.2.1. The table also shows that,
in 2007, only 58.5% of the houses had a corrugated iron roofing while 40% had
a grass roof. By 2017, the number of households with grass roofing had
decreased by 30.2% to 9.7% while those with corrugated iron had increased by
29.3% to 87.7%. Improvements in roof type in the LUB are matched by
corresponding improvements in type of wall for households and other asset
ownership, as shown in Table 3.1.1 and Table 3.1.2, respectively. Houses made
of cement bricks and blocks increased from 44% in 2007 to 77.7% in 2017,
suggesting a 33.7% improvement in the condition of the structure of places of
abode for the local people. Similarly, houses made of mud and poles decreased
from 39.1% in 2007 to 13.1% in 2017 while ownership of assets such as cars
increased by about 5.8% between 2007 and 2017, also shown in Table 3.1.1.
The level of social development experienced in the LUB is quite robust and at a
higher pace than elsewhere in the country in 2017. To illustrate, in 2007, 16.9%
and 78.2% of rural households in Eswatini had a grass and corrugated iron
roofing, respectively while 23% and 57.4% of houses in the Lubombo region had
a grass and corrugated roofing (GoE, 2007). At the time of writing this study,
the Central Statistics Office was still processing the full Census Report for 2017.
However, in 2007 the LUB had a higher number of households made of mud and
poles with a grass roofing than elsewhere in the Lubombo region in 2007, a
situation that had improved quite dramatically in 2017. These changes reflect in
part the contribution of the project during the resettlement process to make way
for the Lubovane Dam and for agricultural development. They also demonstrate
the bold steps taken by, and the practical contributions of, the GoE in shaping
social development in Eswatini. The data paints a clear picture of an
improvement in living conditions in the LUB consequent to the commencement
of the work of ESWADE.
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Using other census data such as household access to internet, mobile phones,
and computer ownership, that data shows a general improvement in the
ownership of these assets as well in the LUB. There has been an 18.7%
improvement in access to internet, ownership of televisions (19.9%),
refrigerators (20.8%), and a hotplate-cooking stove (10.5%) (see Table 3.3.2).
The increase in ownership of the above-mentioned assets corroborates that
there has been a general improvement in the standard of living and well-being
in households in the LUB. In particular, ownership of assets such as
refrigerators also suggests an improvement in food security (access to adequate
food at all times) in the household, as households are better able to store and
keep their foods fresh and in suitable conditions. The assets reported here are
important because they demonstrate that while the government through the
resettlement programme has been instrumental in bringing about general
improvement in housing conditions; agricultural development, through its effect
on improving household incomes owing to availability of jobs and ability to start
small businesses has been key in helping households acquire these assets.
The Census data further shows that contrary to expectations, there has been a
decrease in ownership of assets such as tractors. Obviously, an improvement in
social development in the LUB and noting that the work of ESWADE focuses
on agricultural development, should be followed by an increase in ownership of
agricultural implements and assets. Yet the data suggests otherwise. Further
examination shows that ownership of agricultural assets moved to the farmer
associations and farmer companies (see Table 3.1.2), which confirms that
agricultural production in the LUB has been dominated by farmer companies,
which is attributable to the capacity building initiatives of ESWADE and large
scale commercialisation of smallholder producers. Supporting this observation
is ESWADE’s data that show that agricultural development in the LUB (and
KDDP) focused on sugarcane production, which led to the development of spinoff companies in the provision of key agricultural implements, machinery, and
transportation services.
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Table 3.3.2: Ownership of other assets
Year 2007 (Base
without project)
42.6
2.5
16.2
18.2
0.4
2.6
15.3
5.1
4.3
69.3
1.2
13

Description
Cellular phone¹
Internet
Television
Hot plate
Laptop
Landline
Refrigerator
Van
Tractor
Radio
Motorcycle
Bicycle
Source:
Notes:

Year 2017 (With
project)
47.5
21.2
36.1
28.7
5.7
5.7
36.1
5.8
3.3
52.4
1.6
7.2

% Increase
4.9
18.7
19.9
10.5
5.3
3.1
20.8
0.7
-1
-16.9
0.4
-5.8

Author’s own depiction using data sourced from the 2007 and 2017 Housing and
Population Characteristics Census in Eswatini.
There were 3,357 households in the LUB in 2007 and 4, 527 in 2017. Ownership of a
majority of these assets in 2007 is by household while in 2017, ownership of cellular
phone and access to internet was by individual. 1 Cellular phone ownership, access to
internet, television is by household.

3.4.1. Asset Ownership: LUSIP
Comparing the 2013 results with the 2005 baseline, it is noted that there is an
increase in the ownership of assets like the radio, cell phone, TV, and stoves. It
can also be noted that the number of households who own cars is also on the
increase as shown in Table 3.4.1.1 below.
Table 3.4.1.1: Asset Ownership LUSIP
Evaluation periods and % frequency of asset ownership
Asset

SEIS
2013(N=301)

RIMSCIS 2012 N

MTRMPACT
SURVEY 2010

CSES 2005

Radio

88.8

67

72.0

74.4

Cell phone

88.4

No Data

75.5

44.3

TV

36.5

33

30.0

16.9

Car

35

19

9.0

8.2

Handigas

30.9

No Data

27.0

No Data

Motorbike

24.3

2

No Data

No Data

Fridge

18.6

34

26.3

18.3

Woodstove

15.6

No Data

No Data

19.2

33

Electric
Stove

14.3

No Data

No Data

No Data

Bicycle

7.3

10

13.0

13.7

DSTV

1

No Data

No Data

No Data

Microwave

0.7

No Data

No Data

No Data

Tractor

0.7

No Data

5.5

7.8

Freezer

0.3

No Data

No Data

No Data

The results are an indication of improvements in the standard of living of the
households in the LUSIP PDA. Improvements in asset accumulation are an
indication of increases in standards of living of the PDA population. As part of
the utility maximisation problem of households, the more assets that the
household accumulates, the more its utility is improved, otherwise rational
households would not acquire assets if it does not contribute positively to their
utility function. Revealed market behaviour in purchasing and acquiring these
assets is an indicator that these assets contribute positively to the utility of the
households and thus asset acquisition can be viewed in positive light as an
improvement in the standard of living of the LUSIP PDA population.
3.4.2. Asset Ownership – KDDP
The data for asset ownership is extracted from the 2019 socio-economic impact
assessment for KDDP and the 2015 socio-economic impact survey for LUSIP.
Asset accumulation per household looks at asset accumulation in the households,
KDDP compared 2009 data to 2019 data and the results showed that cellular
phone ownership was dominant amongst the respondents with 23% of indicating
that they own a handset. This is, however, a decline when compared to the 2009
socio-economic survey where 25.5% of the respondents highlighted that they
have cellular phones. Radio also plays a pivotal role in the lives of many people
within the KDPP area with 17.7% owning one. This is a decline when compared
to the 2009 estimate of 25.5%. Television was also a popular asset at 14.6%. This
is an indicator that the standard of living of the inhabitants of the KDDP must
have taken a dive during the period.
The results show a contrasting picture between the two project areas LUSIP
shows signs of improved asset ownership while KDDP on the other hand shows
a waning level of asset ownership. This can however be thought of as an
indicator of the maturity of the farmer companies and the age of the schemes.
Asset accumulation is a process that happens over time and is liable to wear and
tear. The KDDP scheme is old and it is not surprising that the results might be
pointing at a decline in the asset accumulation, it is a sign of maturity wear and
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tear of the assets, as indicated in the data that 2009 showed better promise in
terms of the asset accumulation.
3.4.3. Contribution to Employment Creation and Poverty Alleviation
The 2016/17 Eswatini Household Income and Expenditure Survey, which
coincides with the evaluation period of the study, shows that a majority (70.5%)
of emaSwati still live below the poverty line (US$1.25 per day) in rural areas
compared to 19.6% of urban population living under the poverty line. The
results of the Survey further indicate that the Lubombo and Shiselweni regions
still face highest poverty challenge. This means, while the ESWADE projects
are starting to show a positive contribution to economic development in
Eswatini, there is still room for further development to ensure that a majority
of the population in the Lubombo and Shiselweni regions are channelled into
productive economic activities through smallholder agriculture. In present
terms a US$1.25 income requires that the project participants should at least
make incomes above E565 to overcome extreme poverty or E855 to be above
the poverty line of US$1.9 per day. (The calculation is based on a US$1
equivalent to E15 and for a 30-day month). Generally, ESWADE has been able
to improve the livelihood of the households participating in the ESWADE
projects, the overall population living in the project development area still needs
encouragement to participate to reap the benefits of the development that comes
with ESWADE. The results indicate that an estimated 85.16% of the sampled
population is living below the poverty line. However, when considering adults
only, this figure drops to 73.1%. This state of affairs indicates relatively high
levels of poverty in the project area, considering that nationally this figure
stands at 58.9%. This means ESWADE still has a long way to go to encourage
and attract the rest of the households in the development area to consider
agriculture as a major and viable source of livelihood income. ESWADE also
needs to ensure that for those households that are already practising agriculture
but only at subsistence level, they engage in the ESWADE project to enhance
their production and productivity to commercial agriculture. All in all,
ESWADE needs to focus more deeply in the Lubombo and Shiselweni regions
to use agriculture as poverty reduction and wealth creation instruments in order
to reduce the levels of poverty in these regions. While it is true that not every
household will recognise agriculture as their first choice of livelihood, the
evidence from especially LUSIP 1 indicates that the agriculture activities can
induce other economic activities from which households can make their living.
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Figure 3.4.3.1: Poverty in the Project Development Areas in 2019

Source:

Socioeconomic Survey, 2019

3.4.3.1.1. Poverty Alleviation for LUSIP 1 and KDDP Participants
The LUSIP enterprises declare dividends averaging E5,195.24 per member in
2013, the results show that LUSIP projects had not started yielding positive
impacts in terms of poverty alleviation, still a marked number of the population
lives below the poverty line. The average monthly income from the schemes and
the shares is E432.93 per household.
Keeping in line with the household production function, there is need to also
analyse the impact of LUSIP on employment creation and job creation. This is
a very critical variable in the household production function and it is also a very
critical variable to analyse for national interest and development. According to
the 2013 SEIA Survey the farmer companies had employed in total 427 people
within the PDA and a total of SZL5,725,498.22 in wages paid overall to the
employees. This translates to an average wage income of SZL13,408.66 per
annum per employee. This means each individual participating in the LUSIP is
making an average income of E1,117.39, which is just above the US$1.9 per day
(E855 per month). The results show that in as much as the project has
contributed to employment creation but the quality of the jobs needs to be
improved to cater for the increasing demands in standard of living enjoyed by
people living in urban and rural areas in other sectors of the economy other than
agriculture. While indeed LUSIP has contributed to employment creation it is
worth noting that the jobs or the income benefits to each participant are not of
high quality, there is there argument to be made that this situation if not
addressed can result in creation of a “working poor” population in the project
development area.
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Table 3.4.3.1.1: LUSIP Employment Creation and Income Benefits
Description
Gross Revenues (E)
Gross Revenue/Ha
(E/Ha)
Dividend/SH
Total Dividend (E)
No. of shareholders
Description
Wage payments
No. of Employees
Description
No. of operational FCs
No. of harvesting FCs
Area harvested (Ha)
Tons cane produced
Tons sucrose produced
Tons Cane per Ha
(TCH)
Tons Sucrose per Ha
(TSH)
Area under cane (Ha)

2011/12
2012/13
2013/14
29 227 449.12 82 936 728.86 83 079 205.14

Total/Ave.
195 243 383.12

35 201.92
39 370.92
53 298.61
6 708.91
8 547.85
6 091.95
3 871 649.75 11 930 522.18
3 373 749.00
546
1 678
1 678
2011/12
2012/13
2013/14
1 583 648.44
4 141 849.78
130
297
2011/12
2012/13
2013/14
13
34
44
13
34
34
830
2025
1559
94 552.38
216 902.98
182 765.48
12 548.93
27 694.05
24 268.06

42 623.82
7 628.38
15 802 171.93
1 678
Total/Ave.
5 725 498.22
427
Total/Ave.
44
34
494 220.84
64 511.04

115

107

121

114

15
880

13
2 196

16
2 855

14
2 855

The KDDP picture shows that the farmer companies created 460 permanent
jobs by the 2019/20 financial year. In addition to the permanent farmer
companies, the project created 462 casual jobs by the end of the same period.
Thus KDDP contributes positively to employment creation generating
E37,898,772 or E37.9 million of dividend income for 2,283 shareholders in
2019/20. This translates to an annual income of E16,600.43 per shareholder,
which is slightly higher than the LUSIP income. This means each participant
under KDDP makes E1,383.37 per month, which is above the poverty line of
US$1.9 per day. Still, the quality of the jobs that need to be improved upon just
as is the case with LUSIP 1 in order to ensure that the participants and their
households are able to maintain a good standard of living akin to those enjoyed
by people working outside of the agriculture sector.
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Table 3.4.3.1.2: KDDP Employment Creation and Income Benefits
KDDP FARM DATA 2019/20 FINANCIAL YEAR
S/N

Name of FA

1
2
3

Mangweni T FA
Lubisana FA
Intamakuphila
FA
Buhle Besive COORP
Nhlangiyavuka
FA
Umtfombo
wemphilo FA
Vukutimele FA
Calamuva FA
Ingcayizivele FA

4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Bambanani
Maliba FA
Mpofu MultiPurpose
Mandlangempisi
FA
Mabhudvu FA
Inkululeko FA
Vuka Sidvwashi
FA
Ayandza FA
Hhohho FA
Nhlambane FA
Sivukile FA
Phakama
Mafucula FA
Ndinda FA
Sincoba Njalo FA
Luvinjelo FA
Singeni FA
TOTAL

No. of
Permanent Seasonal Casual Dividends
Shareholder Employees
s
67
13
19
4
2,652,000
44
14
12
9
1,254,546
154
27
11
8
556,847
96

10

27

0

3,443,836

80

16

14

10

2,321,588

52

19

16

8

1,040,000

50
103
164

12
27
39

3
5
73

15
10
-

422,450
6,106,610
4,167,661

112

25

36

15

2,852,101

70

14

22

0

587,733

107

4

22

0

155 000

38
27
167

5
8
28

11
5
39

2
30

2,366,134
206,999
3,406,800

41
197
41
44
246

53
28
11
22
24

27
4
3
17
32

7
0
3
6
-

1,332,500
259,257
266,000
1,273,000
2,850,600

37
249
66
31
2,283

6
27
26
2
460

8
5
39
12
462

2
20
8
157

400,000
132,110
37,898,772
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4. CONCLUSION AND RECOMMENDATIONS

T

he goal of this study was to quantify the economic impacts of ESWADE’s
agricultural development projects in Eswatini in a bid to gauge the
agency’s effectiveness and demonstrate its economic value to Eswatini.

The study finds that overall, ESWADE is currently providing a growing
social utility for the population residing in the project areas through agriculture
extensification. This means, through ESWADE, Eswatini has been able to
increase total land under cultivation, which in turn has contributed to growth
in agriculture production. The results show that the GoE has spent E4.6 billion
financing ESWADE. The LUSIP and KDDP projects have in the review period
returned E3.7 billion on the investment made. The study finds that from these
financial flows, the ESWADE projects are up to the year 2017 yielding a BCR
of 0.77, indicating that for every lilangeni spent on ESWADE the government
recoups E0.77. Furthermore, the value of the investment so far has a negative
272.3 million net present value (NPV). This means the activities of ESWADE
have been yielding positive financial benefits such that it is only a matter of time
before ESWADE breaks even to start generating additional income for the
Kingdom of Eswatini over and above the E4.6 billion invested. These results are
conservative considering that these accounting BCR and NPV figures do not
take into account the multipliers created by ESWADE in the project areas,
particularly the Siphofaneni town which has grown significantly with the
ESWADE interventions. In other words, the negative NPV should not
discourage further investments into ESWADE given that the project has by in
large paid for itself in the period under review. If the current cash inflows are
maintained or increased, the project is likely to break even by 2021. The study
finds that the average economic benefits that Eswatini receives because of the
investment in ESWADE are estimated at E232 million (in 2017 Lilangeni
values) annually. These benefits increase to E387 million per year if we only
consider the period from 2011 to 2017 and E422 million per year if we consider
the period from 2013 to 2017. The investment made to ESWADE is increasing
at an increasing rate as ESWADE expands to other project areas, especially in
recent years as the organisation matures. This is attributable to an improved
understanding of the smallholder production landscape in Eswatini and
acceptance by rural dwellers of the capacity building initiatives of ESWADE.
Thus on the resource side it can be concluded that investments on ESWADE
make financial sense.
ESWADE was established to deal precisely with the issues of poverty,
particularly in the Lubombo region, which was lagging behind in the
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development achieved by the other regions in Eswatini. The analysis of the
employment creation and poverty reduction benefits out of the ESWADE
projects indicates that, by in large, the project participants have indeed escaped
extreme poverty and are now getting income benefits above US$1.9 per day,
though only just above. It is worth noting that this is just dividend income that
could only be accounted for through the farmer companies participating in the
projects and the reality is that the farmer companies and their members can
make much more money out of other activities not captured in the financial flows
of the ESWADE projects. Most importantly, ESWADE has achieved its
mandate under LUSIP 1 and KDDP in lifting the households participating in
these projects out of abject poverty. Through these projects households are able
to generate agriculture output (primarily sugar cane though they have since
diversified) at a commercial level. Besides the agriculture production
contributing to livelihoods, the households are now engaged in permanent and
seasonal jobs that they previously did not have. The ESWADE projects have
channelled the human capital in these households into productive economic
activities and have imparted skills and business acumen in running their farms
at a commercial level. However, the results also indicate that the incomes
received by these smallholders are still relatively low and only just above the
poverty line. In that respect, ESWADE needs to now focus on improving the
quality of the jobs that can be attained out of the commercialisation of the
agricultural activities in which the project participants are engaged in. At the
same time, ESWADE needs to ensure that more and more of the population in
the project development areas is participating in these opportunities created by
Government’s investment on ESWADE. In particular, the goal of the PRSAP
of 2005 is to have households engaged in agricultural production, improve their
savings, and social capital. As the standard of living improves for people in the
project areas and Eswatini as a whole, lifting people just above extreme poverty
or above the poverty line will not be enough. Rural people also need to enjoy a
living wage akin to the population living in urban centres and other sectors of
the economy, which is much higher than the levels above the poverty line.
Nevertheless, it is important to also note that agriculture is a primary sector of
the economy and is meant to induce activity and gains in the other sectors such
as agro-processing, manufacturing, and the services industry. ESWADE
projects increased the participation of Eswatini’s rural population in agriculture
and thus increased agriculture production through extensification (adding more
land under agriculture production). The next level of the poverty puzzle that
ESWADE must address with urgency is the transition of the smallholders from
the low paying agriculture activities into more value addition activities in agroprocessing, manufacturing, and the services industry. With more of the rural
population participating in the on farm activities but also in the high value
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activities in agro-processing and manufacturing, the incomes can improve much
faster and the poverty reduction mandate of ESWADE can be accelerated.
The study reveals that, because of the work of ESWADE, smallholder producers
now add about E422 million (2017) worth of GDP to Eswatini, annually in the
past five years preceding 2017 – suggesting that the country is making good
progress in positioning smallholders to be at the forefront of agricultural
production, as per the aspirations of the revised NDS, PRSAP, CASP, and
NFSP. These findings are relevant to policymakers, administrators of
ESWADE, funders of agricultural development projects in Eswatini including
the country’s development partners because they demonstrate that agricultural
development projects in Eswatini have the potential to empower the thousands
of rural dwellers to escape poverty. At the very least, the results show that
Eswatini’s poverty reduction strategy and agricultural policies are beginning to
declare some of the expected dividends.
However, beyond the confines of the ESWADE evaluation, there is growing
evidence that shows that the preference of smallholders and subsistence farmers
to engage in the informal sector threatens the very sustainability of the
ESWADE projects. For example, the study finds that farmers are reluctant to
sell their outputs to the country’s marketing boards because of low prices. The
Government of Eswatini is advised to consider reforming agricultural markets
to repeal marketing boards or position them to provide the greatest value to
smallholders as per the aspiration of CASP, NFSP, and the PRSAP. Certainly,
the role of markets in increasing ESWADE’s impact cannot be overstated. Lack
of a proper price formation mechanism (driven by the market forces of demand
and supply) for agricultural commodities except sugarcane poses the greatest
threat to the sustainability of the country’s smallholder farmers. Technologies
that will make price formation more transparent in Eswatini are needed to
commercialise smallholder producers fully. Policymakers are advised to
consider these recommendations alongside the fact that growing informality in
the country’s agricultural sector is robbing the GoE millions of Emalangeni in
tax revenues. By any measure, this is a call to policymakers to act fast to sweat
out the value of the Government’s investment in agricultural development.
Given the important role of agricultural development in Eswatini’s long-term
development strategy, increasing funding for ESWADE in a bid to protect and
amplify the benefits emanating from current and future projects will be crucial
as the country enters the last three years of implementing the NDS. Moreover,
sustained funding for ESWADE is necessary to prevent the challenges seen in
other countries where irrigation schemes end up being the problem rather than
the solution. Certainly, if there is one thing to learn from the Maplotini
Irrigation Scheme in Southern Eswatini (see Nkambule and Dlamini, 2003) is
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that a lack of proper scheme management and advisory services could spell
disaster in a very well-thought-out and important development project. The
experiences of farmers in the Maplotini Irrigation Scheme also show that the
small but growing benefits could also be lost together with the relevancy of the
bulk infrastructure as farmers get locked up in monotonous agricultural
practices and debt cycles, causing a huge regress in rural welfare. Therefore, the
triad of farmer education, advisory service – provided by ESWADE -, and
research and development will be crucial going forward to improve on the
productivity of other agricultural enterprises in the region except sugarcane.
There are some contradictions in agricultural policy, which are impeding
agricultural development and certainly ESWADE’s impact. Quick wins include
reforming agricultural markets with a focus on restructuring marketing boards
to align with international best practices. Agriculture policy should be used to
give first preference to the agricultural produce of smallholder farmers. This is
particularly important because except for sugarcane, agricultural output is
largely being offloaded in informal markets, and this robbing government of
millions of Emalangeni in tax revenues to payback loans used to finance the
projects. Informality is threatening the integrity and obvious success of the
government’s pro-poor initiatives.
It is recommended that ESWADE reassess its programmes and shifts focus to
high value chain activities to attain the desired impact. ESWADE needs to draw
up a realignment strategy to increase gains on poverty alleviation and overcome
the shortcomings of the current programme design in channelling the
participants into high income agriculture value chains.
The evaluation shows that extensification is paying the desired outcomes in
empowering the rural poor to overcome the poverty trap but will not be enough
going forward as people demand higher incomes and a much better standard of
living. While ESWADE must continue to pursue more land to add under
cultivation, the next level of gains will come from channelling the smallholders
into high income generating activities in agro-processing, manufacturing, and
services linked to the agriculture sector. Therefore, ESWADE needs to rework
its development model to position itself to reap these gains, which will come
from intensification. The quick gains received through extensification can only
take the organisation so far. The next lap is about intensification, which is about
increasing the productivity (output per unit of input) and the competitiveness
(the quality of being good) of smallholder agriculture in the project areas. It’s
about getting the most value out of every activity and engaging in value addition
for completing the various agriculture value chains.
To pursue intensification, there is a need to invest in strong monitoring and
evaluation (M&E) systems on the farm to develop the evidence required to
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facilitate increases in productivity and engagement in high income activities and
value addition. This will include partnering with R&D institutions to evolve
cultivars specific to the project areas to improve productivity and deploying
ICTs to monitor the progress of farmers on a real-time basis. Increasing
productivity – which this study could not assess due to lack of requisite data
(varieties (R&D), individual farmer yield, fertilisation, farmer education and
contact with advisory services, credit usage, and other input data – which are all
necessary for productivity) – requires more detailed data on these parameters.
Motivating funders for more funding entails showing beyond reasonable doubt
that the benefits of extensification have come and gone and that the next focus
(KDDP and LUSIP 2) is intensification.
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