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I. Sum mary

The Le sotho High lands Wa ter Pro ject
(LHWP) is the larg est civil en gi neer ing pro ject 
in Af rica and is the world’s sec ond larg est wa -
ter-transfer scheme in the world, af ter China’s 
Three Gorges Dam.  Upon com ple tion it will
di vert about 40% of the Senqu/Or ange
River’s wa ter through five large-scale dams.  

The Eu ro pean In vest ment Bank is among a
group of do nors which in cludes the World
Bank, Eu ro pean De vel op ment Fund, and the
Af ri can De vel op ment Bank.  The LHWP has
been plagued with cor rup tion and brib ery
scan dals, the mas sa cre of ci vil ians by po lice
try ing to pro ject the pro ject sites, and is the
cause of dis tress and tur moil for many
Lesothians.  The pro ject it self would flood Le -
sotho’s most fer tile land and, ac cord ing to the
World Bank, re sult in the loss of 4,635 hect -
ares of graz ing land and 1,500 hect ares of ar a -
ble land.

 The case of the LHWP is a clear ex am ple of
Eu ro pean In vest ment Bank’s vi o la tion of the
in ter na tional co op er a tion goals of the Eu ro -
pean Com mu nity as out lined in ar ti cle 177 of
the EU Nice Treaty, par tic u larly as con cerns
the strength en ing of de moc racy, the role of
law and re spect for hu man rights. As stated in
ar ti cle 179 of the Nice Treaty, the EIB is
bound to con trib ute to achiev ing these goals.

II. Pro ject De scrip tion 

If car ried out as orig i nally planned, by 2027
the Le sotho High lands Wa ter Pro ject
(LHWP) - Af rica’s larg est civil en gi neer ing
pro ject and the sec ond big gest wa ter-transfer
scheme cur rently in con struc tion in the world
af ter the Three Gorges Dam in China - will di -
vert about 40% of the Senqu/Or ange River’s
wa ter through five large-scale dams.  The wa -
ter will then be piped into 200 km of tun nels
blasted though the Maluti moun tains, to be
de liv ered to the South Af ri can Guateng River.

The Eu ro pean In vest ment Bank (EIB) lent
USD 20 mil lion for pro ject phase 1A, along

with sev eral other do nors: the World Bank
(IBRD, USD 110 mil lion), the Eu ro pean De -
vel op ment Fund (USD 57 mil lion), the Af ri -
can De vel op ment Bank (USD 50 mil lion).
Also, on a bi lat eral scale, the UK Com mon -
wealth De vel op ment Cor po ra tion and the
Ger man, Brit ish and French bi lat eral aid and
ex port credit agen cies have sup ported the
pro ject. Some Ex port Credit Agencies also
guar an teed the op er a tions of com pa nies con -
tracted un der the pro ject (COFACE from
France, Her mes from Ger many, ECGD
from Great Brit ain and SACE from It aly).

The EIB is also fi nan cially sup port ing phase
1B of the LHWP (cur rently in prog ress) with
two loans to tal ling EUR 54 mil lion to the Le -
sotho High lands De vel op ment Au thor ity to
fund the Matsoku Tun nel and Weir scheme
and an other EUR 45 mil lion loan to the
Trans Cal edo nian Tun nel Au thor ity to fi -
nance the for eign ex change costs of the
Mohale Dam. The whole loan pack age was
ap proved by the EIB on June 4, 1998. A new
World Bank (IBRD) USD 45 mil lion loan for 
phase 1B was also agreed upon at the same
time.

Un der the orig i nal de sign of the pro ject, the
Mashai Dam, sched uled for com ple tion in
2008, would be built un der Phase 2, and the
Tsoelike dam would be com pleted in 2017
un der Phase 3. The fi nal phase would be the
Ntoahae dam that is planned for com ple tion
in 2027. Doubts have been ex pressed as to
whether or not there will be enough wa ter in
the river to build all the dams. Re port edly,
the South Af ri can gov ern ment does not in -
tend to go ahead with the new phases of the
pro ject in the near fu ture, even though a new
treaty for the im ple men ta tion of next phases
of the pro ject is be ing ne go ti ated by the gov -
ern ments of South Af rica and Le sotho. This
makes even more un clear whether the two
gov ern ments will re quest the EIB and other
mul ti lat eral do nors to be part of the pro ject
fi nanc ing in the fu ture, be cause of South Af -
rica’s in ter est in play ing a ma jor role and hav -
ing di rect con trol of this pro ject and other
dams in South ern Af rica now that a dem o -
cratic gov ern ment is rul ing the coun try.
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III. His tory of the pro ject

Work on the pro ject be gan in 1986 with the
cru cial sup port of the World Bank. At the
time when the pro ject fi nanc ing was agreed
upon, South Af rica was the sub ject of in ter na -
tional sanc tions. To avoid the dif fi cul ties of
in ter na tional fi nan ciers openly aid ing the
then-apartheid re gime, LHDA’s fi nan cial ad -
vis ers – Char tered WestLB – set up a Lon -
don-based trust fund through which
pay ments could be laun dered. Le sotho was
the nom i nal bor rower for this pro ject de spite
be ing a coun try far too poor to qual ify for the
large amounts of in ter na tional cred its, and
even will ing to join the pro ject af ter the mil i -
tary coup in Jan u ary 1986. In fact, South Af -
rica is re spon si ble for ser vic ing and re pay ing
the for eign loans and trans fer ring USD 40
mil lion a year as roy al ties on im ported wa ter
to Le sotho. 

In March 1993, the Nor we gian Agency for
De vel op ment Co op er a tion (NORAD) re -
jected an ap pli ca tion by Kaerner En ergy for
USD 9.4 mil lion in credit sup port for the
Muela dam. Nor way’s aid min is ter Kari
Nordheim-Larsen re fused the fund ing be -
cause the con tract was for one of a se ries of
dams whose cu mu la tive so cial and en vi ron -
men tal ef fects had not been stud ied. 

IV. Prob lems with the pro ject

A. Pub lic Money for Pri vate Bribes

The LHWP cor rup tion story first ap peared in
the July 29, 1999, edi tion of the news pa per
Busi ness Day in South Af rica (RSA), as the date
of the Le sotho gov ern ment’s court case
against the cor rupt of fi cial, Masupha Sole
(head of the Le sotho High lands De vel op -
ment Au thor ity (LHDA), the im ple ment ing
agency of the LHWP), was ap proach ing.  

Nine com pa nies, three in ter na tional con sor -
tiums and three of fi cials of the larg est dam
build ing com pa nies were charged in Le sotho
with brib ing Sole.  Sole was ac cused of hav ing
ac cepted around USD 2 mil lion in bribes
from the com pa nies. All of the com pa nies
worked on the 185-meter-high Katse Dam,

the first of five huge dams planned for the
Le sotho High lands Wa ter Pro ject (LHWP),
and on the Muela Hy dro elec tric Plant. Both
Katse and Muela are now com plete, and
work has be gun on a sec ond large scale dam,
the 145-meter-high Mohale Dam, and other
tun nel ling and civil works. Most of the com -
pa nies in volved in phase 1A have been con -
tracted again un der the new phase 1B of the
pro ject.

The EIB par tic i pated in the pro ject do nors
meet ing which took place in Pre to ria in No -
vem ber 1999. It has never started an of fi cial
in ter nal in ves ti ga tion into the al le ga tions of
cor rup tion, as the World Bank has; at the
mo ment the EIB has no anti-corruption
guide lines for its op er a tions.

Fur ther more, EU Mem ber States have
adopted the OECD Con ven tion on Com bating
Brib ery of For eign Pub lic Of fi cials in In ter na tional
Busi ness Trans ac tions, which came into force in
Feb ru ary 1999. This Con ven tion obliges sig -
na to ries to adopt na tional leg is la tion which
makes it a crime to bribe for eign pub lic of fi -
cials. In the spirit of the OECD Con ven tion
the EIB should soon open an in de pend ent
in ves ti ga tion on even tual re spon si bil i ties
from its staff in man ag ing loans for the
LHWP and adopt strin gent anti-corruption
guide lines un der which com pa nies found
guilty of cor rup tion should be de barred from 
fu ture EIB op er a tions and in cluded on a
pub lic black list.

In a judge ment handed down in Oc to ber
2000 in the case against the High lands Wa ter
Ven ture con sor tium, the Court of Ap peals in 
Le sotho ruled that the part ner ship per se
could not be charged be cause they lacked le -
gal per son al ity. The pros e cut ing au thor ity in
Le sotho has yet to de cide against which of
the in di vid u als of the con sor tium they will
now pro ceed. The ef fect of the Court of Ap -
peal’s rul ing is that a sim i lar pro ce dure will be 
adopted in the charges against the Le sotho
High lands Pro ject Con sor tium, also in volved 
in the cor rup tion scan dal, when the mat ter
co mes be fore the court in Au gust 2001.

Ac cord ing to an ar ti cle is sued in the South
Af ri can Sunday Times on De cem ber 9th, the
World Bank would not be con trib ut ing to
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Le sotho’s le gal costs, thus not re spect ing its
pre vi ous com mit ments and un der min ing the
sustainability of the trail which might col lapse
due to the lack of fund ing. Ap par ently the
EIB and other EU In sti tu tions are not cur -
rently pro vid ing funds for the pros e cu tion
and they have taken a sim i lar stand to the
World Bank’s and have not ruled out sup ply -
ing funds in the fu ture.

B. Wa ter Wars

The pro ject helped set off what one South Af -
ri can river ecol o gist called south ern Af rica’s
“first wa ter war.” In Sep tem ber 1998 South
Af ri can troops in vaded Le sotho un der the
man date of the South ern Af rica De vel op ment 
Com mu nity, os ten si bly to re store or der in the
face of pub lic pro tests against the gov ern -
ment. In fact, the in va sion was pro moted in
large part by a con cern to pro tect the Le sotho
High lands pro ject – South Af rica’s larg est in -
vest ment in the re gion. When the shoot ing
was over, 17 peo ple had been killed near the
pro ject’s Katse dam and many more had died
fight ing in the cap i tal, which was left in ru ins.
South Af rica’s Star news pa per stated: “Pro tec -
tion of the dam and its pipe line sup ply ing [the re gion]
with wa ter was a top pri or ity of the oc cu pa tion forces.”

Af ter the “one week civil war” ended an in -
terim po lit i cal com mit tee, which in cluded all
of the po lit i cal par ties, was set up to pre pare
for new elec tions in April 2000. To this day,
no agree ment has been reached on the elec -
toral rules and the new elec tions. Many fear
that Le sotho could face new tur moil in the
com ing months.

C. A So cial and En vi ron men tal
Di sas ter

Some of the so cial and en vi ron men tal im pli -
ca tions of the pro ject were ad dressed by an
En vi ron men tal Ac tion Plan pro duced by the
LHDA in 1990, af ter con struc tion had al ready 
started. Its most im por tant task was to en sure
com pli ance with the 1986 treaty be tween the
two coun tries which prom ised that the peo ple 
of Le sotho’s high lands “would not be left with a
stan dard of liv ing in fe rior to that pre vail ing at the time
of the first dis tur bance.” Nev er the less the pro ject

has caused strong so cial and en vi ron men tal
im pacts on high land com mu ni ties’ life. Many 
out stand ing claims by lo cal com mu ni ties
who have been af fected by pro ject phase 1A
have not yet been ad dressed by the pro ject
im ple ment ing agen cies and fi nan ciers.

The EIB and other fi nan ciers should urge the 
im ple ment ing agen cies to com pen sate those
peo ple who lost their houses and lands due
to phase 1A op er a tions and have re ceived in -
suf fi cient or no com pen sa tion at all for their
loss.

En vi ron men tal im pacts
The 1986 fea si bil ity study car ried out by
Lahmeyer and Mott Mc Don ald con cluded
that there were no ma jor “en vi ron men tal ob -
sta cles” to the pro ject. No com pre hen sive
en vi ron men tal im pact as sess ment was ever
made for Phase 1A, how ever, nor were ero -
sion or sed i men ta tion stud ies con ducted. 

Soil ero sion, al ready a ma jor prob lem in Le -
sotho, has been ag gra vated by the con struc -
tion of the dams and ac cess roads to the
high lands and will be wors ened still fur ther
as dis placed vil lag ers are forced to cul ti vate
and overgraze steeper hill sides. A pre lim i -
nary es ti mate of soil losses has pre dicted that
the tun nels and the Muela out let will be com -
pletely blocked in 50 years.

The down stream im pacts also ap pear to have 
been over looked. Ac cord ing to the fi nal draft 
of the Instream Flow Re quire ments study
con ducted by Metsi Con sul tants at the re -
quest of the Le sotho High lands De vel op -
ment Au thor ity, rivers af fected by the
LHWP could de te ri o rate to “some thing akin
to waste-water drains.”

Sup pres sion of Workers
La bour con di tions at the con struc tion sites
of the dams have also led to con tro versy. In
1996, work ers of the Muela dam or gan ised a
se ries of strikes to pro test the un equal treat -
ment of work ers from Le sotho com pared to
those from other coun tries; Le sotho work ers 
earn less for the same jobs than South Af ri -
cans. The strik ers were also pro test ing
against po lice ha rass ment and the con trac -
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tors’ dis man tling of ne go ti at ing struc tures set
up with the lo cal con struc tion work ers’ un ion. 
On Sep tem ber 14, 1996, the con sor tium of
con trac tors build ing Muela called the po lice to 
evict work ers from the con struc tion camp,
shortly af ter sack ing 2,300 Le sotho work ers
for “il le gally strik ing.” Five work ers were shot
dead and more than 30 were in jured. De spite
prom ises to in ves ti gate the mat ter and to in -
form the pub lic of its find ings, the World
Bank and the Le sotho High lands De vel op -
ment Au thor ity have never re leased a re port
about the in ci dent. No rep re sen ta tives of the
af fected lo cal com mu ni ties were in cluded in
the com mit tee that un der took the in ves ti ga -
tion. The EIB and other fund ing agen cies in -
volved in the pro ject have never com mented
on the mas sa cre which took place in a pro ject
con struc tion camp.

So cial im pacts
Of the to tal land area of Le sotho, less than
10% is suit able for ar a ble farm ing. The
Mohale val ley, which will be flooded when the 
Mohale dam is com pleted, con tains Le sotho’s 
most fer tile land and is the only re gion in the
coun try which pro duces a sur plus. Pha ses 1A
and 1B of the pro ject will to gether re sult in the 
loss of 4,635 hect ares of graz ing land and
1,500 hect ares of ar a ble land, ac cord ing to the
World Bank. Ap prox i mately 24,000 peo ple
have been af fected and 312 homes have been
lost un der Phase 1A. Mea sures taken to help
the peo ple who lost their farms, homes and
ac cess to com mu nal graz ing land as a re sult of
Phase 1A of the LHWP have been heavily
criti cised as in ef fec tive. The World Bank
com ple tion re port on phase 1A has not yet
been made pub lic.

Be cause Le sotho has so lit tle ar a ble land,
those evicted to make way for the res er voirs
have not been given re place ment farm land
and are be ing forced to find new live li hoods.
The Mohale dam is af fect ing an other 7,400
peo ple and about 300 house holds are go ing to 
be forc ibly re lo cated.

Ini tially the pro ject emphasised train ing for
resettlers in skills that were use less in Le sotho. 
One of the pro ject con sul tants, who had long
ex pe ri ence with forced re set tle ment for dams, 

was re ported to have said pri vately that the
chance of the pro ject cre at ing al ter na tive
live li hoods for af fected peo ple was “vir tu ally
nil.” Two Le sotho NGO work ers, Motsea
Senyane and Thabang Kholumo, re ported in
Sep tem ber 1999 that a “so cial fund” set up
with LHWP rev e nues has been used as a tool
for op por tu nis tic pol i ti cians rather than for
the ben e fit of re set tled com mu ni ties. This
fund was the first ex am ple in a long his tory of 
mis use of funds and cor rup tion.

Ba sic needs ne glected by pro ject
au thor i ties
Mean while the Butha-Buthe in ter na tional
school, orig i nally built for the chil dren of for -
eign work ers em ployed on Phase 1A of the
pro ject, has been closed down due to lack of
funds. The school is one of the most mod ern
ever to be built in Le sotho. With its clo sure,
lo cal school chil dren have been de prived of a 
ma jor ed u ca tional re source.

Re cent data col lec tions have shown a large
in crease of HIV in the high lands; the pres -
ence of for eign la bour forces and a ma jor
change in the Basotho way of liv ing be cause
of the pro ject could be among the rea sons
for this cri sis.

Earth quake caused by the Katse
Dam
In Jan u ary 1996, a se ries of earth trem ors in -
duced by the geo log i cal pres sure from the
deep en ing res er voir be gan to strike shore line
vil lages. A 1,5 kilo metre long crack now runs
through the mid dle of the vil lage of
Mapeleng. Many homes were dam aged, and
sev eral area springs, the only source of wa ter
for lo cal vil lages, dried up. Sci en tists from
Aus tra lia and the United States con cluded
that the earth trem ors were di rectly re lated to 
the fill ing of the dam and warned that these
trem ors would con tinue for some time. 

Oth ers who lost homes to earth quakes were
forced to live in tem po rary stor age shed-type
hous ing for months, in clud ing over a very
harsh win ter. Nev er the less in June 1998
Katse Dam was voted and an nounced by the
Con crete So ci ety of South ern Af rica as the
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win ner of the Fulton Award for 1998 in the
civil en gi neer ing cat e gory, for the ex em plary
and ex cel lent use of con crete.

In ad e quate Com pen sa tion
It has taken the LHDA years to build re place -
ment houses for dis placed peo ple. Many of
those dis placed by power line con struc tion in
1990-91, for ex am ple, were still with out hous -
ing in Oc to ber 1995, ac cord ing to the World
Bank. Fur ther more, lo cal com mu ni ties had
no ac cess to the new grid to ful fil their ba sic
power needs be cause of the high costs of con -
nec tion. 

As re gards the qual ity of new re set tle ment
sites, houses in the Mohale re set tle ment sites
al ready suf fer from cracked walls which are
sched uled to be re paired only when the whole
re set tle ment works have been com pleted.

Vil lagers have also com plained that com pen -
sa tion pay ments have been in ad e quate or re -
main un ful filled. The com pen sa tion pack age
pro vided for a lump-sum pay ment to peo ple
who lost less than 1000 square metres of land.
Those who lost more were to re ceive an an -
nual de liv ery of corn for 15 years. Even
LHDA health of fi cers ad mit that the hand -
outs are in suf fi cient to “sus tain the life of an
in di vid ual.” In 1993, an LHDA sur vey re -
vealed wide spread dis sat is fac tion, the ma jor -
ity stat ing that the cash com pen sa tion did not
cor rectly re flect the pro duc tive value of the
land. The pay ments also failed to take ac count 
of the loss of wild plants, fuel wood and build -
ing ma te ri als.

Al though the pro ject au thor i ties orig i nally un -
der took to pro vide fod der to com pen sate for
the loss of graz ing lands, this was only done
for five years. In 1997, the vil lag ers were told
that the im ple men ta tion pe riod for com pen -
sa tion would ex tend over a pe riod of 50 years
and that they would re ceive money in stead of
fod der and grain hand outs. No lump sums,
how ever, would be paid un less vil lag ers could
pro duce a “fi nan cial plan.” A year later, no
pay ments had been made. “Our cat tle are dy -
ing,” vil lag ers wrote in a let ter to the pro ject
au thor i ties. “Our oxen are be com ing too weak to
plough and sow the fields.” 

The real ben e fits of the pro ject in
South Af rica
Of fi cials claim that the pro ject is needed to
meet the wa ter needs of South Af rica’s poor
black com mu ni ties who are in creas ingly un -
der chal lenge. The big ger ob sta cle to pro vid -
ing South Af rica’s poor with wa ter is not as
much a ques tion of sup ply as one of eq uity.
As Lori Pottinger of the US-based NGO In -
ter na tional Rivers Net work points out: “Low
in come black peo ple in the town ships near Jo han nes -
burg are sub ject to of ten in dis crim i nate wa ter cut-offs,
in ad e quate taps (usu ally just one for ev ery 50 peo ple
in a yard), in ad e quate pres sure and badly leak ing
apart heid-era pipes. Only the rich can af ford this pro -
ject’s ex pen sive wa ter, which has made wa ter bills rise 
dra mat i cally. The pro ject’s high costs also use pub lic
funds that could have been used to fix these leak ing
pipes, which waste up to half the wa ter that runs
through them, and other ef fi ciency mea sures.” Re -
cent in creases of wa ter tar iffs in the Guateng
re gion be cause of the new wa ter sup plies
from Katse caused new wa ter cut-offs in the
town ships around Jo han nes burg.

V. NGO/Pub lic In volve ment

More than 2000 dem on stra tors sup ported by 
ma jor Lesothian NGOs con verged on three
ma jor dams of the pro ject on No vem ber 19,
2001 dur ing a mas sive co or di nated pro test.
Po lice re sponded vi o lently at Mohale Dam,
in jur ing three el derly women. The dem on -
stra tors, all of whom have been im pacted by
the pro ject, were pro test ing the lack of fair
com pen sa tion for prop erty lost to the dams,
and un ful filled prom ises of de vel op ment in
af fected com mu ni ties. In a pe ti tion that they
de liv ered to pro ject au thor i ties dur ing the
pro test, the pro test ers state, “We have tried by
all pos si ble means to get a fair and rea son able com -
pen sa tion for our prop erty, but this was all a fi asco.
We were prom ised de vel op ment, but this has not ma -
te ri al ized to date.”

VI. Con clu sions

Lesothian cit i zens im pacted by the pro ject
have de manded that they re ceive a
ten-percent share of roy al ties gen er ated from 
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the dams and a com mis sion of in quiry into the 
pro ject’s im pacts on lo cal peo ple. The EIB
should act quickly in or der to meet these ba sic
re quests be fore con struc tion for phase 1B will 
be com pleted.

Fur ther more, the EIB should not give any fi -
nan cial sup port for the fu ture phases of the
Le sotho High lands Wa ter Pro ject still to be
im ple mented and give pri or ity to in ter ven -
tions in Le sotho and South Af rica aimed at

ad dress ing pri mary con cerns in pri mary
health care, ed u ca tion and de cen tral ised
small-scale wa ter and en ergy re source man -
age ment with the di rect in volve ment of lo cal
com mu ni ties.

Finally, the EIB should de bar from any
EIB-funded pro ject for a pe riod of at least
five years any com pany which might even tu -
ally be found guilty of cor rup tion in the trial
cur rently in prog ress in Le sotho.
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