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FOREWORD

The adoption of the eleventh National
Development Plan (NDP 11) in December 2016
followed the country’s celebration of the fifty
years anniversary of Independence and the
launching of the Vision 2036 in September 2016.
As a nation, we note with pride our country’s
transition from one of the poorest countries at
independence to an upper middle-income
country over the past 50 years. This success can
be attributed to the presence of strong democratic
institutions, prudent economic management, and
the sustainable use of proceeds from diamond
production to build productive physical and
human capital.

The Vision 2036, launched at the same time
when the country was celebrating its fifty years
anniversary of independence in September 2016,
provided an opportunity for the country to define
its roadmap for the next twenty years. With an
all-encompassing theme of “Achieving
Prosperity for All”, the Vision provides an
inclusive development path to be achieved
through the expansion of the domestic economy
while empowering Batswana to meaningfully
participate in the development of their country.
Achieving the goals and objectives of Vision
2036 will require a refocus of our current
development model towards an export-oriented,
labour-intensive, and private sector driven
model. This is necessary so as to further create
sustainable job opportunities and diversify our
economic base.

It is through proper planning that our economy
has been resilient even in the most challenging
times like the global financial crisis of
2008/2009. Hence, in line with our tradition of
national planning, NDP 11 has been prepared to
guide the medium term economic development
path for the country, as well as being the first in

xiii

the series to implement Vision 2036. The theme
for NDP 11 is “Inclusive Growth for the
Realisation of Sustainable Employment
Creation and Poverty Eradication”. The theme
embraces critical areas that will have to be
tackled during the implementation of the Plan.

A review of the previous Plan - NDP 10, revealed
that the country’s macroeconomic performance
during the Plan period was better than initially
projected, despite the continued weak recovery
of the global economy since the financial crisis
of 2008/2009. Such an outcome was not given,
but rather came as a result of a combination of
prudent fiscal and monetary policies pursued by
the Government in order to mitigate the impact
of the financial crisis on the domestic economy.
The Government of Botswana had to adopt an
expansionary fiscal policy to support growth and
protect jobs in the country. Similarly, the Bank of
Botswana maintained an accommodative
monetary policy during NDP10, which supported
the recovery of the domestic economy.

Despite our success on the macroeconomic front,
it is clear that our economy has reached a
crossroad as signified by slow and fluctuating
economic growth on one hand, and the need to
urgently address the development challenges on
the other. These required additional measures in
the form of adoption of the Economic Stimulus
Programme in 2016/2017 financial year. Other
socio-economic development challenges
observed during NDP 10 included: declining
social values; stiff competition for markets; weak
commodity prices; volatility in the sources of
domestic revenue and periodic severe droughts.
Collectively, these occurrences did not help the
situation as they undermined Government’s
ability to address the development challenges
facing the country during the Plan period.



To address some of these development
challenges, NDP 11 focuses on six broad-based
national priorities of: Developing Diversified
Sources of Economic Growth; Human Capital
Development; Social Development;
Sustainable Use of Natural Resources;
Consolidation of Good Governance and
Strengthening of National Security; and
Implementation of an Effective Monitoring
and Evaluation System. These priorities are
aligned to Vision 2036 pillars of: Sustainable
Economic Development; Human and Social
Development; Sustainable Environment; and
Governance, Peace and Security. 1 wish to
implore fellow citizens to embrace these
priorities and pillars with a view to developing
practical solutions and methods of achieving the
best results in NDP 11. A number of policies,
strategies, and programmes have been identified
under the respective chapters of the Plan
document to support the realisation of these
national priorities. Successful implementation of
NDP 11 will depend on the participation of all
stakeholders, which should be possible, given the
extensive consultation process that characterised
the preparation of the Plan. A development plan
formulated through such a process is an
important pillar in building national unity,
consensus, and cohesion. In this regard, I implore

Lieutenant Ge

@D/r. Se

all those who will be charged with the
implementation of the Plan at different levels to
ensure efficient and effective delivery of policies,
programmes and projects. Government’s recent
decision to rationalise, rename and increase the
number of line Ministries was motivated by the
need to focus more on key developmental issues
as part of NDP 11, as well as aligning ourselves
with the requirements of an ever changing global
economic environment.

I wish to conclude by indicating that, national
development planning is not a linear process, but
that planning can only be achieved through a
multidimensional framework, where progress in
one area supports advances in others. For its part,
Government will continue to create a conducive
macroeconomic environment for private sector-
led growth while at the same time implementing
specific social programmes targeted to the less
privileged groups of our society to ensure a
dignified life for all our citizens.

715e Khama [an Khama

President of the Republic of Botswana
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INTRODUCTION

The eleventh National Development Plan
(NDP 11) is the first medium term plan towards
the implementation of the country’s second
vision - Vision 2036. The Plan will run from 1*
April 2017 to 31% March 2023. Taking into
account the development challenges facing the
country, and the need to align the focus of the
Plan with global, continental and regional
initiatives such as; the UN’s Sustainable
Development Goals, AU Agenda 2063, and the
Revised SADC Regional Indicative Strategic
Development Plan, NDP 11’s theme is
“Inclusive Growth for the Realisation of
Sustainable Employment Creation and
Poverty Eradication”. This theme will be
realised through the implementation of six
national  priorities, namely: developing
diversified sources of economic growth, human
capital development; social development,
sustainable use of national resources;
consolidation of good governance and
strengthening of national security; and
implementation of an effective monitoring and
evaluation system.

As part of the preparation of NDP 11, a review
of the performance of the domestic economy
during NDP 10 was undertaken. The review
showed that the actual average rate of growth
for the NDP 10 was 3.9 percent per annum.
While this growth rate is slightly above the
NDP 10 target of 3.3 percent, it is substantially
below the Vision 2016 average target of 7.5
percent. This lower growth was mainly the
result of low performance of the mining sector,
stemming from global uncertainties and low
commodity prices, faced during NDP 10
period. On the positive side, the review showed
that the domestic economy withstood the

adverse effects of the global financial crisis,
due to the resilience of the non-mining sector.
In the event, the domestic economy contracted
by 3.0 percent in 2009/2010, compared to the
potential decline of 16.5 percent had it not been
cushioned by the non-mining sector.

This underscores the crucial importance of
economic diversification to reduce the
country’s heavy reliance on diamond
production. Another achievement during NDP
10 was that the reduction in the cumulative
budget deficit from P31.9 billion projected in
the Plan to P8.4 billion. Thus, the overall
budget balance outturn for NDP 10 was better
than projected, despite the global financial and
economic crisis during the early part of the Plan
period.

It is on the basis of the performance of NDP 10,
and taking into consideration the development
challenges facing the country that NDP 11
advocates for various policies and strategies to
promote growth and create employment
opportunities in the economy. Among the
broad strategies to be pursued during NDP 11
are: (1) developing diversified sources of
economic growth through initiatives such as
beneficiation, cluster development, special
economic zones, economic diversification
drive, and local economic development; (ii) the
use of domestic expenditure as a source of
growth and employment creation by ensuring
that domestic aggregate demand, including
Government expenditure, is employed to
support growth and employment creation; and
(ii1) pursuing an export-led growth strategy
given the limited size of the domestic
economy. The export-led growth strategy will



draw from the cluster model, where the initial
focus will be on diamonds, tourism, finance
and mining, among others.

The implementation of these strategies and
other sub-strategies is expected to promote
domestic and foreign direct investment to grow

the economy and create employment
opportunities. This is because increased
aggregate demand  generates  business

confidence to invest more in productive
activities. In addition, Government will
continue to reform the country’s regulatory
environment with a view to easing doing
business and fostering global competitiveness
for local businesses.

However, the efficacy of these strategies
during NDP 11 will require a stable
macroeconomic environment, whose main
elements will include low inflation, sustainable
budget balance, supportive monetary policy,
and competitive exchange rate. In addition to
ensuring macroeconomic stability during the
Plan period, the country will also continue to
work on improving the microeconomic
environment. In this regard, Government will
ensure that programmes aimed at eradicating
poverty, and promoting sustainable livelihoods
of the poor and people living with disabilities
will be implemented during the Plan.
Furthermore, the Small Medium Micro
Enterprises and Informal Sector models, as
well as Local Economic Development
approach will remain an essential part of NDP
11 strategy for promoting inclusiveness. Social
protection  programmes, especially the
provision of social safety nets and other
poverty related measures, will be strengthened
to complement existing productive activities.

The Plan also gives the estimated financial
resources that are likely to be available to
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Government, as well as their proposed
allocations between the recurrent and
development budgets. Under the Base Case
scenario, total revenues and grants are
estimated at P365.08 billion for the NDP 11
period; of which, 34.2 percent will be Mineral
revenue, and 26.1 percent will be Customs and
Excise. This means that over 60 percent of the
projected revenues during the Plan will come
from mineral and customs and excise, which
are volatile and susceptible to regional and
global economic trends. It is therefore
imperative that, efforts to diversify the sources
of Government revenues through the expansion
of the domestic revenue base should be
intensified during the course of NDP 11. The
projected total expenditure for NDP 11 on the
other hand amounts to P364.03 billion,
comprising P262.40 billion, or 72.0 percent as
recurrent budget, while P101.42 billion or 27.9
percent 1is earmarked for development
expenditure.

Given the estimated total revenues and
projected expenditures for the NDP 11 period,
budget deficits are projected for the first half of
the Plan period, while modest surpluses are
expected for the second half, resulting in a
small cumulative surplus of P1.05 billion.
However, this modest surplus will only be
realised, provided that the anticipated global,
regional and domestic economic environment
does not turn out to be worse than expected.
This, therefore, calls for continued vigilance
and prudence in spending, as the revenue
outturn may turn out to be lower than expected
during NDP 11, due to continued uncertainties
in the performance of the global economy.

Finally, I wish to extend my gratitude to all the
stakeholders, especially the Thematic Working
Groups (TWGs), who assisted the Ministry of
Finance and Economic Development to



accomplish this important task of developing a
medium term plan. As the first instalment in the
implementation of the Vision 2036, the NDP
11 provides an opportunity for the country to
operationalise the aspirations of the citizens, as

espoused in Vision 2036. I therefore implore
all stakeholders, both public and private, to
ensure an  efficient and  effective
implementation of the NDP 11.

Ontefetse Kenneth Matambo
Minister of Finance and Economic Development
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CHAPTER 1

COUNTRY AND PEOPLE

INTRODUCTION

1.1 This Chapter provides background
information on the political system and
physical features of the country for
purposes of readers unfamiliar with
Botswana. Among the potential users of
this summary  information are;
development planners, economic
researchers, students, tourists, and
journalists, just to mention a few.

CONSTITUTIONAL FRAMEWORK

1.2  Botswana is a constitutional
democracy. The Constitution provides for
three (3) arms of Government, namely the
Legislature, Judiciary and Executive. The
Constitution also includes a Bill of Rights,
which guarantees certain fundamental
rights and freedoms and it affords all
persons equal protection of the law.

Legislature

1.3  The National Assembly makes
laws for the peace, order and good
governance of Botswana. There are 57
members of the National Assembly who
are  directly elected from  the
Constituencies, and six (6) specially
elected members, bringing the total to 63.

14 The first national elections were
held in 1965, which was one year before
the attainment of Independence in 1966.
Since then, elections have been held every
five years since 1969, all of which were
won by the Botswana Democratic Party
(BDP). The most recent general election
was held in October 2014. Three political

parties contested for the 57 constituencies;
namely, the Botswana Democratic Party
(BDP), Botswana Congress Party (BCP),
and the Umbrella for Democratic Change
(UDC), and there were 29 independent
candidates.

1.5 Prior to the elections, all parties
who wish to participate in the national
elections nominate their Presidential
candidate, and their names are submitted
to the Chief Justice, who is the returning
officer for the election of a President.
After the elections, the candidate of the
party with a majority of directly elected
members becomes the President of the
Republic, and may serve for a period of up
to five (5) years, at the end of which,
he/she must dissolve Parliament and allow
for the holding of general elections.

1.6 In addition to the National
Assembly, there is Ntlo ya Dikgosi, which
is part of the unicameral legislature; and it
is currently made up of 35 traditional
leaders. The House acts as a purely
advisory body to the Parliament, and has
no legislative or veto powers. However,
all Bills affecting tribal affairs, customary
law, and the administration of customary
courts go through the House before being
discussed in the National Assembly. The
House must also be consulted when the
Constitution of the country is being
reviewed or amended.



Judiciary

1.7 The Judiciary is established under
the Constitution of the Republic as an
independent arm of Government. The
main function of the Judiciary is to
interpret the law and to resolve disputes.
The Judiciary must also ensure that the
other arms of Government act according
to the Constitution, through a review
process of their decisions. The Court of
Appeal is the highest and final Court in the
country. The High Court, on the other
hand, is a superior court of record and has
unlimited jurisdiction to hear all criminal
and civil cases that occur in Botswana.

1.8  Magistrates  Courts  exercise
jurisdiction as prescribed in the
Magistrates Act (CAP 04-04). There is
also an Industrial Court, which was
established in 1992, to settle trade disputes
and to maintain good industrial relations.
Some cases are heard by local chiefs and
headmen, or their representatives, and
decided upon in accordance with
customary law. These customary courts
handle about 80.0 percent of cases in the
country, mainly Dbecause of their
accessibility, simple procedures and lower
costs.

1.9  The Constitution also provides for
a Judicial Service Commission. The
Commission’s  responsibility is the
assessment and recommendation of
officers to be appointed for judicial posts.

Judicial appointments, although made by
His Excellency the President, can only be
made on the recommendation of the
Commission, except the appointment of
the Chief Justice and the President of the
Court of Appeal.

The Executive

1.10 The President is the head of the
Executive arm of Government and
presides over Cabinet. The Vice President
is nominated by the President, for
approval and endorsement by Members of
Parliament. The President selects
Ministers from among the Members of the
National Assembly, who become heads of
Ministries. On the administrative side, the
Permanent Secretary to the President is the
head of the Civil Service, whilst the
administrative heads of Ministries are
Permanent Secretaries.

1.11 There is also the Directorate of
Public Service Management (DPSM),
whose mandate is to develop human
resource strategies, policies and practices
that facilitate effective management of
employment and employee capabilities
and relationships. A related institution to
DPSM is the Public Service Commission,
whose main function is to attend to
appeals relating to dismissals and
surcharges of public officers. The
organisational chart of the Government of
Botswana is depicted in Chart 1.1.



Chart 1.1: The Botswana Government Organisational Chart
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1.12 Botswana is divided into 15
administrative districts: 9 rural districts and 6
urban districts. These are administered by Local
Authorities (District Councils, City and Town
Councils). The rural districts have sub-districts as
shown in Table 1.1. As regards governance, City
and Town Councils are headed at a political level
by non-executive City /Town Mayors, whilst
District Councils are headed by Council
Chairpersons. Administratively, a Town/City
Council is headed by a Town/City Clerk, whilst
a District Council is headed by a Council
Secretary. The District Administration, which
represents Central Government, is headed by a
District Commissioner, who reports to the Office
of the President.

1.13 The Local Authorities are multi-
functional in nature, as they carry out delegated
responsibilities from various sectors to achieve
efficient service delivery through the
decentralisation approach. Their mandates
include rural development; tribal administration;
community development; fire services; local
economic development; physical planning;
development planning; development of primary
infrastructure; and provision of social services.
This arm of Government drives the national
aspiration to uplift the standard of living of the
populace through strengthening of local decision
making to ensure provision of quality services.

Table 1.1: District/City/Town Councils, Sub-Districts and Population

District/City/Town Councils | Sub-Districts Population

Gaborone City Council N/A 231 592
Francistown City Council N/A 98 961
Lobatse Town Council N/A 29 007
Selibe-Phikwe N/A 49411
Jwaneng Town Council N/A 18 008
Orapa NA 9531
Sowa Township Authority N/A 3598
Southern District Council Kanye, Goodhope, Moshupa and Mabutsane 197 767
South East District Ramotswa, and Tlokweng 85014
Kweneng District Council Letlhakeng, Molepolole and Mogoditshane 304 549
Kgatleng District Council Mochudi 91 660
Central District Council Bobirwa, Boteti, Mahalapye, Serowe/Palapye, Tutume, 576 064

and Tonota

North East District Council N/A 60 264
North West/Ngamiland District | Maun and Okavango 152 284
Ghanzi Ghanzi and Charleshill 43 355
Kgalagadi Hukuntsi and Tshabong 50 492
Chobe District N/A 23 347

Sources: Ministry of Local Government and Rural Development and 2011 Population and

Housing Census



GEOGRAPHY

Physical Features

1.14 Botswana is a landlocked country

covering an area of 582 000 square kilometres,
with a population of 2 024 904 people according
to the 2011 Population and Housing Census.
Drought is a recurrent phenomenon, and most
rivers are seasonal; hence, water is a very scarce
resource. The population is concentrated in the

Map 1.1: Location of Botswana in Southern Africa

eastern parts of the country where arable farming
is feasible on account of better and more
favourable climatic and soil conditions. In terms
of location, Botswana shares borders with

Zimbabwe, South Africa, Namibia and Zambia
(see Map 1.1).
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Surface Hydrology

1.15 All rivers in the country are seasonal,
with the exception of the Okavango and
Linyanti/Chobe rivers in the northern part of the
country. These rivers have their sources outside
the country, and as such, the utilisation of their
waters is subject to the agreement of the other
riparian states. There are six drainage basins or
catchments, which assist in the design of water
resource projects such as dams. The basins differ
in catchment areas and flow systems, with the
Okavango Delta basin being approximately 12
000 square kilometres. The Makgadikgadi Pans
represent the inland drainage basins into which
some rivers, such as the Mosetse, Nata and
Boteti, flow during the wet seasons.

Map 1.2: Annual Rainfall Distribution

Weather and Climate

1.16 The climate is semi-arid, with seasonal
rainfall from November to March. Due to the
country’s location, rainfall is low, unreliable,
unevenly distributed, and highly variable from
year to year (see Map 1.2) and the seasonal
ranges of temperatures are high. The highest
mean monthly temperatures range from between
32°C to 35°C, and are generally recorded in the
months of October and January. The lowest
monthly temperatures are between 1°C and 5°C,
over the southern and eastern parts of the
country, and 5°C and 7°C in the northern parts of
the country.

ANNUAL RAINFALL DISTRIBUTION

100000 o 100000 200000 Meters

Legend

0-250

250-300
300-350
350-400
400-450
450-500
500-550

550-800

EREEEOO00

=600

© Department of Surveys and Mapping

Source: Department of Surveys and Mapping



Soil and Vegetation

1.17 Soil and vegetation varieties create
geographical differences in plant and animal life
due to climate. In terms of major soil groups,
about two thirds of the country is covered by
sandy soils which are infertile. These are the red
and grey desert soils on the Kalahari Desert.
Various types of vegetation cover much of the
country. These include grassland, natural
woodland, forestland, savannah types, bush land,
aquatic (See Map 1.3) and man-made

Map 1.3: Vegetation of Botswana

plantations. Vegetation resources play an
important role in livestock farming and wildlife
industries, thus contribute to the national
economy and the wellbeing of its citizens. That
is why sustainable land use practices are
necessary to avoid, amongst others, land
degradation, over-grazing, loss of biodiversity
and the degradation of the environmental
resource base.
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Natural Resources

1.18 Botswana is well endowed with
mineral resources and these include
diamonds, gold, copper, nickel, uranium,
iron and coal. The country also has large
numbers of wildlife which are found in
national parks, game reserves, and wildlife
management areas which are outside the
parks (see Map 1.4). High concentrations of
large game are found in the Chobe National
Park and the Okavango Delta. The Delta
was declared the 1 000th UNESCO World
Heritage Site in June, 2014.

1.19 A lot of mineral exploration has
been undertaken in recent years, and much
continues to be discovered about
Botswana’s mineral resources. The thick
sand covering much of the country obscures
the underlying geology, although the
eastern part of the country is relatively well
mapped geologically. Diamond mines at
Orapa, Letlhakane, Jwaneng, Lerala, and
the “B/K pipes” near Orapa and Damtshaa
continue to be the main source of revenue
for the economy. Copper-nickel is mined at
Toteng, Matsitama, Mowana, Tati and
Selebi-Phikwe. However, due to the slump
in copper prices, operations at all these
places were frozen in 2015 and 2016.

Precisely, the Bamangwato Concession
Limited (BCL), the company that mined at
Selebi-Phikwe and Tati was placed under
provisional liquidation in October 2016.
Other potentially exploitable copper
resources are known to exist in different
parts of the country.

1.20 The Mupane gold mine is the only
one in the country, and it produces limited
amounts of gold. Botswana coal reserves
are estimated at around 212 billion tonnes.
Places where substantial deposits exist
include; Morupule, Mmamabula,
Mmamantswe, Sese and Mabesekwa. The
Morupule mine has been expanded in order
to supply coal to the Morupule coal fired
power stations. Mining of coal is expected
to grow over the coming years to supply
power generation plants, whose power will
be used locally and for export. The latter
will however depend on the prices of coal
which are currently (2016) depressed.

1.21  There are also unlimited resources
of salt and soda ash at Sua Pan, which are
mined on a limited scale by Botswana Ash.
The main constraint is the availability of
markets.



Map 1.4: National Parks and Game Reserves
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Demographic Patterns

Main Population Characteristics
1.22  Population characteristics presented Population and Housing Census, whose
in this section are based on the 2011 details are contained in Table 1.2



Table 1.2 Demographic Indicators: 1971 to 2011

Enumerated Population 574094 941027 1326796 1680863 2024904
Male 262 121 = 443104 634 400 813 583 989 128
Female 311973 497923 692 396 867280 1035776
Non-Batswana 10 861 15 677 29 557 60 716 111 846
Botswana Nationals Abroad 45 735 42 069 38 606 28 210 23 032
of which: Male (000's) 36.7 32.6 27.9 16.8 11.8
of which: Female (000's) 9.1 9.4 10.7 11.4 11.2
Population Distribution (%)

0-4 17.6 18.8 14.6 11.6 11.7
5-14 29.9 28.8 28.6 25.0 20.9
15-64 46.9 47.6 51.8 58.2 62.4
15-49 39.4 40.8 45.5 52.0 54.6
65+ 5.6 5.1 4.9 5.0 5.0
Percentage of Females aged 15-49 42.8 429 46.5 52.4 54.4
(out of total females)

Dependency Ratio (per 100) 113 110 93 72 60.2
Child-woman Ratio (per 1000) 759 819 602 430.1 421.2
Sex Ratio (Males per 100 Females) 84.0 89.0 92.0 93.8 95.5
Percentage Urban 9.0 17.7 45.7 54.2 64.1
Population Density (per km) 1.0 1.6 23 2.9 3.5

Birth, death and fertility rates

Crude Birth Rate (per 1000) 453 47.7 39.3 28.9 25.7
Crude Death Rate (per 1000) 13.7 13.9 11.5 12.4 6.25
Natural Rate of Increase (% per

annum) 3.1 3.4 2.7 1.7 1.9
General Fertility Rate (per 1000

women aged 15-49) 189 210 161 107 92.2
Mean age at childbearing 30.5 30.6 30.0 30.3 20
Total Fertility Rate (births per woman) 6.5 6.6 4.2 33 2.8
Infant Mortality Rate per 1000 97 71 48 56 17
Child Mortality Rate per 1000 56 35 16 19 11
Under 5 Mortality per 1000 152 105 63 74 28.1
Life Expectancy at Birth (years) 55.5 56.5 65.3 55.7 68.0
Males 52.5 52.3 63.3 52.0 66.0
Females 58.6 59.7 67.1 57.4 70.0
Mean Age (years) 23.4 22.7 23.0 24.8 26.2
Males 22.6 22.0 22.4 24.2 25.2
Females 24.1 23.4 23.5 25.3 26.8
Median Age (Years) 15.0 15.3 16.8 20.1 23.0
Males 13.5 15.0 16.0 19.4 22.0
Females 16.7 16.5 17.4 20.8 24.0

Source: Statistics Botswana, 1971, 1981, 2001 and 2011 Population and Housing Census.
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1.23 Botswana’s population has
increased over the years, from 574 094 in
1971 to 2 024 904 in 2011. The rapid
growth from 1971 to 1991 was the result of
the country’s high birth rate and declining
mortality rates, which were due to the
improved health of the population.
However, since 1991, the rate of population
growth has been declining, growing only by
2.4 percent per annum over the decade to
2001, and 1.9 percent to 2011.

1.24 The contributory factors for the
decline of the population growth rate
include HIV/AIDS, declining fertility rates,
increased female participation in economic
activities, increased literacy rates, and
access to better healthcare. Life expectancy
at birth, which had increased from 55.5
years in 1971 to 65.3 years in 1991,
decreased to 55.6 years in 2001 as a result
of HIV/AIDS. It then rose to 68.0 years in
2011 on account of the Government’s
successful strategies of fighting the
HIV/AIDS scourge, which included the
universal provision of Anti-Retroviral
drugs (ARVs). Total fertility rate, on the
other hand, declined from 6.5 in 1971 to 2.8
in 2011. The adult literacy rate increased
from 81.0 percent in 1981 to 88.7 percent in
2014, while 84.0 percent of the population
lived within 5 kilometres of a health facility
in 2015.

1.25 Despite the continuing decline in
the population growth rate and the total
fertility rate, the population of Botswana
will continue to grow for some years to
come, largely due to the built-in momentum
of growth arising from high fertility of the
past years and the youthfulness of the
population. The population aged below 15
years was 32.6 percent in 2011, down from
36.6 percent in 2001 and 43.2 percent in
1991.

11

Languages and Religion

1.26  Setswana is the National Language,
while English is the official language used
in business in most Government affairs.
There are over 20 other languages which
are mostly spoken by the non-Setswana
speaking ethnic groups. Christianity is the
main religion, and there are a number of
indigenous  religions  throughout the
country.

Membership of International
Organisations

1.27 Botswana, as a member of the
international community, has to work
closely with other countries, international
organisations and international financial
institutions, with a view to advancing peace
and stability, prosperity, democracy, human
rights and good governance. To this end,
the country is an active member of various
international organisations such as the
United Nations, the World Bank, the
International Monetary Fund (IMF), the
African Development Bank (ADB), the
World Trade Organisation (WTO), the
Commonwealth, the African, Caribbean
and Pacific Group, the African Union (AU)
and regional bodies, such as the Southern
African Customs Union (SACU) and the
Southern African Development
Community (SADC). The Headquarters of
SADC are in Gaborone.

CONCLUSION

1.28 Botswana is a landlocked country
situated in Southern Africa with a size of
582 000sq km and population of 2 024 904
in 2011. The country’s climate is semi-arid
with varied and uneven rainfall, extreme
temperatures, and forestland and savannah
types. Botswana is also well endowed with
natural resources, especially diamonds,
which have been the mainstay of the
economy’s source of revenue for decades.



1.29 The country has a multi-party

democracy, with a constitution that
provides for three arms of Government,
namely; Legislature, Executive and

Judiciary. Under the Legislature, there is a
National Assembly made up of 63 elected
Members of Parliament and Ntlo ya
Dikgosi. The latter is made up of 35
traditional leaders who act as advisor to the
Members of National Assembly. Ntlo ya
Dikgosi is responsible for making laws in
the country.

1.30  The Judiciary, which is the second
arm of Government, acts independently and
it is charged with the responsibility of
interpreting law and resolving disputes
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among people, institutions and companies.
It also ensures that other arms of
Government act according to the
Constitution. This arm of Government
comprises of the Magistrate Court, High
Court and Court of Appeal.

1.31 The third arm of Government is the
Executive, headed by the President who
presides over Cabinet and has authority to
select the vice President At the local level,
there are nine Districts) and six Town
Councils are respectively headed by
Council Chairpersons and Mayors on the
political side and Councils Secretaries and
Clerks, on administrative side.



CHAPTER 2

POPULATION AND DEVELOPMENT

INTRODUCTION

2.1 Botswana produced its first
National Population Policy in 1997, three
(3) years after the 1994 Cairo International
Conference on Population and
Development (ICPD). The conference
programme of action, amongst others,
promoted individual choices including
sexual and reproductive health, and re-
affirmed the right of couples and
individuals to decide on the number and
timing of children to have during their life
time.

2.2 The goal of the 1997 policy of
‘Improved Quality of Life and Standard of
Living of All People in Botswana’ was to be
achieved through the reduction of
population growth; lowering fertility,
morbidity and mortality; and balancing
population distribution. The policy was
therefore guided by the principle of
balancing population growth and promote
economic growth to improve service
delivery and reduce population pressure on
the fragile eco-system.

23 The National Population Policy was
reviewed in 2010 to take into account
changes in the demographics, the economy
and the institutional developments. In
particular, the policy managing population
growth became outmoded in light of,
amongst others, the decline in fertility. The
goal of ‘Improved Quality of Life and
Standard of living of all people in
Botswana’ was retained in 2010, with
particular focus on improving the quality of
life to correspond with the levels of Gross
Domestic Product (GDP) by the 2030 target
date.

24 The demographic and
socioeconomic situation of the population
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has evolved since 1997, with the Revised
National Population Policy (RNPP)
objectives and targets, focusing on:
improving the general health of the
population alongside the fight against
HIV/AIDS; up-scaling the quality of
education, raising completion rates and
reducing school dropouts; tackling extreme
poverty, income inequality and
unemployment; managing growing
urbanisation and migration; and providing
adequate and affordable quality housing
and related services.

2.5 Botswana generally experienced
changes in fertility and reproductive health
over the years. Data from the Botswana
Family Health Surveys (BFHS) and
Population and Housing Censuses reflected
a rapid pattern of fertility decline since the
1990s, as well as the associated fertility
differentials. The RNPP therefore, calls for
close monitoring of fertility decline in order
to keep it above the replacement level.
Indications are that fertility also differs by
age, with the number of teenagers giving
birth having declined over the years. This is
a good sign as teenagers face a high risk of
pregnancy complications, premature births
and unsafe abortions.

2.6  Furthermore, the policy seeks to
ensure gender equality and equity in the
socio-cultural, political, economic and legal
spheres; promoting the institution of
marriage and strengthening the role of the
family in providing protection and social
support.



REVIEW OF THE
IMPLEMENTATION OF THE
POPULATION POLICY IN NDP 10

2.7  The determination of the success or
otherwise of achieving the policy’s
objectives is measured using broad target
areas, namely: demographic targets; sexual
and  reproductive  health  targets;
HIV/AIDS, malaria and TB targets;
housing targets; water and energy targets;
food security targets; and other targets.

14

2.8 The target year for the achievement
of the various targets is 2030, unless
otherwise stated. The review is based on the
achievement of targets as per Table 2.1,
progress achieved under the broad headings
of Population Structure and Development
Prospects, and Achievement of the
Millennium Development Goals.
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POPULATION SITUATION AND
DEVELOPMENT PROSPECTS

Population Size and Growth

2.9 Botswana population increased
from 1 680 863 in 2001 to 2 024 904 in
2011. The rate of growth between these
census periods was 1.9 percent, lower than
the 2.4 percent recorded between 1991 and
2001. The decline is mainly attributable to:
declining fertility associated with socio-
economic factors; increasing female
literacy and their participation in
professional occupations; and successful
family planning programmes. However, the
population continues to grow in absolute
numbers in response to the population
momentum attributed to past high fertility
rates and the youthful population structures.

Fertility

2.10 The total fertility rate (i.e., the
average number of children born to a
woman over her lifetime) declined from 3.3
children per woman in 2001 to 2.8 in 2011,
thereby surpassing the population policy
target of 3.4 by 2011.

Mortality Rates

2.11 Infant (under one year old)
mortality per 1000 live births decreased
from 56 in 2001 to 17 in 2011, whilst the
under-five mortality rate decreased from 74
per 1000 in 2001 to 28 per 1000 in 2011.
The Crude Death Rate, (the number of
deaths occurring among the population
during a given year) has also declined
drastically between the two inter-census
periods from 12.4 per 1000 in 2001 to 6.25
per 1000 in 2011. The decrease in mortality
rates has had a positive impact on life
expectancy at birth, which increased from
55.7 years in 2001 to 68 years in 2011. The
improvement in life expectancy is
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attributable partly to the Government’s
successful strategies of fighting the
HIV/AIDS scourge, including the universal
provision of Anti-Retroviral drugs.

Marital Status

2.12  According to the 2011 Population
and Housing Census, the institution of
marriage is declining in Botswana, as
reflected in the percentage of married
persons. In 1991, the percentage of married
males and females were 29 and 27.2, which
then dropped to 17.1 and 17.9 in 2001,
respectively. The proportion of married
men increased slightly to 18.8 percent in
2011, while the proportion of married
females remained constant at 17.9 percent.
The percentages of males and females
never married were 51.7 and 46.5,
respectively in 2001 and increased to 58.1
and 53.4, respectively, in 2011. On the
other hand, the percentages of males and
females cohabiting (staying together)
increased from 16.8 and 17.1 in 2001 to
20.6 and 20.8 in 2011, respectively.
Population  Age Structure and
Momentum for Growth

2.13 Botswana has a relatively young
population, with 32.6 percent of the
population aged below 15, while those 65
years and older constituted 5.1 percent of
the population in 2011, as indicated in
Figure 2.1. Almost one-third (30.3 percent)
of the population was aged between 10-24
years in 2011, while the median age of the
population was 26 years, having increased
from 23 years in 1991 and 24.8 years in
2001. While this demographic situation
presents an opportunity to accelerate socio-
economic development, it also calls for
measures to address youth issues, such as
unemployment.



Figure 2.1: Population Sex and Age Structure (2011)

oW

NMales
85+

80 - 249
75 -79
7O - 74
65 - 69
&0 - 64
55 -59
50 - 549
45 - a9
40 - a4
3539
30 - 34
25 - 29
20 - 24
15-319
10-14

S-9

o-43

Females

is 10 5

O

=~ 10 1S

Percentage of total

Source: Statistics Botswana

2.14 The proportion of the child
dependents (0-14 years) declined and the
old age dependents (65+ years) remained
relatively stable at an average rate of 5
percent between 1971 and 2011. However,
the economically active sub-population or
the working age population (those aged 15-
64) grew from 46.9 percent in 2001 to 64.9
percent in 2011. Correspondingly, the
dependency ratio (the ratio to those aged 0-
14 and 65+ to those aged 15-64) has been
dropping to lessen the burden for the
economically active population. The
dependency ratio declined from 113 in
1971, before declining further to 60.2 in
2011.

2.15 However, the rate of job creation in
the economy has been sluggish, resulting in
high unemployment rate of around 20
percent in 2013. According to the 2011
Population and Housing Census, the
employment rates for the youth of both
sexes were as follows: 15- 19 years (10.36
percent); 20-24 years (29.93 percent); and
25-29 years (24.76) percent.

2.16 Consequently, having attained some
remarkable level of the demographic
transition (relatively low and falling
fertility and mortality trends) and with low
dependency ratios, the window of
opportunity to harness the Demographic
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Dividend, (i.e., economic benefit that arises
from a significant increase in the ratio of
working-age adults relative to young
dependents that results from rapid fertility
decline if this change is accompanied by
sustained investments in education and
skills development, health, job creation and
good governance), is open for Botswana.
Botswana needs to maintain the social
infrastructural initiatives necessary to
extend the already existing favourable
demographic transition, and explore this

opportunity  for  potential economic
benefits.
2.17 Deliberate and strategic

investments and empowerment should be
on young people and women, as well as
expanding the potential returns on
education and health sectors. Botswana’s
youthful population structure will remain
for some decades to come. Sustained
investment in young people would,
therefore, be imperative in order to
facilitate meaningful social and economic
benefits at macro and micro levels, thus
earning a demographic dividend. It is for
this reason that the creation of substantial
and sustainable job opportunities is one of
the top priorities of this Plan.



Migration, Population Distribution and
Urbanisation

2.18 An urban area is any locality with
5,000 or more inhabitants, with at least 75
percent of its workforce engaged in non-
agricultural activities. The proportion of the
population living in urban areas grew from
45.7 percent in 1991 to 54.2 percent in 2001
and 64.1 percent in 2011. As a result of this
growth, the country has to deploy resources
to confront urbanisation challenges, such
as: pollution and traffic congestion; high
unemployment rates, especially amongst
the youth; increased rates of various crimes;
high cost of living; pressure on basic
services such as water and sanitation;
inadequate housing; and shortage of
serviced land. Despite these challenges,
well planned and developed major villages,
towns and cities offer the citizenry a
number of advantages which include: better
employment opportunities and high paying
jobs; access to high quality health,
education and leisure facilities; use of
modern transport and communications
systems; and proximity to a whole range of
services.

2.19 Although regional planning was
introduced through the National Settlement
Policy (NSP), development activities
continue to put pressure on the
environment, which manifests in land
degradation, land use conflicts, loss of
biodiversity, pollution and unsustainable
extraction of natural resources. It is
therefore imperative that the regional
planning approach is maintained and the
legal authority that has been provided by
the revised Town and Country Planning Act
is used to ensure that regional plans guide
planning and development of human
settlements within their regions. One of the
expected benefits is reduced migration from
rural to urban areas.

2.20 The country has benefitted from
immigrants over the years who worked for:
the Government; the private sector; NGOs;
and those who ran their own businesses.

20

However, in recent years, there has been an
influx of migrants into the country for
various economic and political reasons.
These immigrants, who can either be legal
or illegal, pose some security risks and can
be a source of problems, such as increased
crime, terrorism activities, labour market
saturation and increased competition with
the local populace for social amenities. This
can create conflict with the local populace,
which could lead to social discord and
instability. To address this migration
challenge, Government will work with
relevant stakeholders to develop a
comprehensive migration policy during
NDP 11 to deal with this issue before it
degenerates into a more complex situation.

Population and Water Resources

2.21 During NDP 10, severe water
shortages and droughts were experienced
throughout the country. As a result, the
Gaborone Dam dried up, and water
restrictions were imposed. Although the
Dikgatlhong Dam was completed, the water
could not be transferred to the greater
Gaborone area because the North South
Carrier Il pipeline had not been constructed,
due to financial constraints. This pipeline is
now expected to be completed during the
first half of NDP 11. The policy of
combining the use of groundwater and
surface water will be continued, and there
will also be a push for the implementation
of waste-water re-cycling and use.

2.22  As part of efforts to address the
scarcity of water, Government will
implement an Integrated Water and Energy
Resource Management (IWERM) strategy,
which promotes efficient and optimal
utilisation of energy and water resources.
IWERM entails, amongst others: efficiency
in the allocation of water and energy
supply;  conservation and  demand
management; and utilisation of
alternative/renewable sources.



Health

2.23 Major strides were made towards
the achievement of health-related MDGs
during NDP 10, as reflected in the section
on the progress towards achieving the
MDGs. Other noteworthy achievements
include the following:

e Policies and strategies for disease
prevention and clinical excellence
were developed and implemented,
including the National Health Policy,
Integrated Health Service Plan and
Essential Health Service Package,
National Strategic Plan towards
Accelerated Child Survival and
Development, and Maternal Health,
among others;

e Growth in the national interest on
addressing social determinants of
health and strengthening the policies,
products and services aimed at disease
prevention and wellbeing, such as
increased uptake of sports and physical

activity/wellness  programmes and
combating alcohol and substance
abuse;

e Integration of health services in
priority areas and community-based
health care, particularly on palliative
care, maternal and child health,
rehabilitation services and mental
health, were started;

e New prevention strategies, notably the
introduction of safe male circumcision
and a decrease of the CD4 cell count to
350 for treatment initiation were
introduced;

e More than 85 percent availability of
vital and essential medical supplies at
health facilities (hospitals and clinics),
thus improving access to affordable
quality health services;

e Improvement of the quality of
laboratory services through
accreditation by International Quality
Assurance Organisations; and

e Introduction of specialist clinical
services at district and referral
hospitals which reduced the costs of
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referral to private hospitals and
improved access to specialist services
at local health facilities.

Population and Employment

2.24  The growth of employment from the
beginning of NDP 10 in 2009 up to 2015
was sluggish. Available data show that total
formal employment figures (excluding
Ipelegeng) increased from 317 827 in 2009
to 341 115 in 2015, representing a growth
rate of 1.2 percent per annum. As a result of
the slow growth of employment
opportunities, the unemployment rate is
currently estimated at around 20 percent,
and the youth and women are the most
affected. According to the 2011 Population
and Housing Census, the employment rates
for the youth of both sexes were as follows:
15-19 years (10.36 percent); 20-24 years
(29.93 percent); and 25-29 years (24.76
percent). The Government has put in place
youth empowerment programmes in an
effort to address youth unemployment and
these include the Youth Development
Fund, the National Service Programme, and
the Internship Programme. In terms of
progress, close to 4 000 businesses that
were financed by the Youth Development
Fund from the beginning of NDP 10 up to
2015/2016 were operational and 4 500
interns were offered permanent
employment during the same period. These
programmes will be continued and
strengthened during NDP 11.

2.25 In order to effectively deal with the
high unemployment rate, Government will,
inter alia, continue to put in place measures
aimed at improving the investment climate
for both local and foreign investors. This
will facilitate the fast growth of the private
sector, which, in turn, is expected to result
in the creation of sustainable jobs.

Population and Poverty

2.26 According to the Botswana Core
Welfare Indicators Survey (2009/2010), the
proportion of individuals who were living
below Botswana’s Poverty Datum Line



(PDL) decreased from 30.6 percent in
2002/2003 to 19.3 percent in 2009/2010.
The proportion of those living in abject
poverty or below US$1.25 per day
decreased from 23.4 percent in 2002/2003
to 6.4 percent during the same period.
Whilst these statistics show good progress,
these levels are still relatively high, and
they need to be reduced substantially.

2.27 The Government took a bold policy
decision during NDP 10 to shift from
poverty reduction to poverty eradication.
To this end, an  Eradication Programme
was developed, aimed at improving the
livelihoods of Batswana by addressing all
aspects of poverty, including; the policy
environment, the institutional framework,
and the establishment of sustainable
economic empowerment projects. The
Programme is expected to assist in the
attainment of food and economic security,
and sustainable livelihoods amongst
disadvantaged individuals and/or families.

2.28 The central thrust of Botswana’s
overall strategy for eradication of poverty
during NDP 11 and beyond will be to
provide opportunities for the poor to have
sustainable livelihoods. This will be
achieved by expanding employment
opportunities on the one hand, and
strengthening human development of the
poor on the other. In order to generate
opportunities for the poor to be able to help
themselves through their own efforts, there
will be accelerated job creation through
economic diversification and broad based
growth. In addition, concerted efforts will
be made to improve health and education,
and to enhance skills development. The
strategy for the eradication of poverty will
be harmonised with the broader strategies
of economic growth and employment
creation 1in order to enhance its
effectiveness.

Population and Education

2.29 The country  has
significantly in education and

invested
skills
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development, with more than 25 percent of
the total government’s annual budgets
being allocated to the education sector over
the past two decades. These investments
were made in order to, amongst others,
improve the human capital development in
the  country;  achieve  sustainable
improvements in the quality of education;
increase the pool of skills in areas that have
been identified as critical to improve the
performance of the economy; and to ensure
that all population groups in the country
benefit from an inclusive education and
training system.

2.30 A lot of progress has been achieved
in terms of output indicators, such as rising
primary and secondary enrolments, as
reflected in the statistics in the section
below under the MDGs. Despite this
progress, there are still a number of
challenges that need to be addressed. The
World Bank’s  Botswana  Poverty
Assessment Report has identified three
challenges: inequities in educational
outcomes; variable enrolment rates, as well
as relatively low quality in tertiary
education; and inefficiency in the use of
resources allocated to education. In order to
get value for the substantial resources that
are spent on education and training, NDP
11 will have to address these challenges and
others that have been identified in the
Education and Training Sector Strategic
Plan.

PROGRESS TOWARDS THE
ACHIEVEMENT OF MILLENNIUM
DEVELOPMENT GOALS (MDGS)

2.31 In 2000, 189 countries, including
Botswana, signed the  Millennium
Declaration. It committed governments to
achieve eight development goals by 2015.
These were: eradicating extreme poverty
and hunger; achieving universal primary
education; promoting gender equality and
empowering women; reducing  child
mortality;, improving maternal health;



combating HIV/AIDS, malaria and other
diseases; ensuring environmental
sustainability; and developing global
partnerships for development. Progress
made towards achieving the MDGs as at the
end of NDP 10 is as reported in Table 2.2.
The Government of Botswana made the
goals part of the national agenda to alleviate
extreme poverty and its related socio-
economic problems.

Eradicate Extreme Poverty and Hunger
2.32 This objective of eradicating
absolute poverty has almost been achieved
as the proportion of individuals living in
abject poverty or below $1.25 per day
decreased from 24.5 percent in 2002/2003
to 6.4 percent in 2009/2010. This drop of
abject poverty by 73.9 percent means that
Botswana has surpassed the Millennium
Development Goal of reducing extreme
poverty by half in 2015. Furthermore, the
proportion of people below national
poverty datum line of $1.25 declined from
30.6 percent to 19.3 percent during the
same period. The prevalence of
underweight children under five years of
age declined from 7.1 per 1000 in 2003 to
4.6 per 1000 in 2011.

Universal Primary Education

2.33  The Primary School Net Enrolment
Rate increased from 89 percent in 2009 to
93.2 percent in 2014. Achieving 100
percent is not likely since education is not
compulsory. This was, however, below the
NDP 10 target of 97 percent. The dropout
rate at primary school level decreased from
1.0 percent in 2009/2010 to 0.6 percent in
2012/2013, compared to the 0.7 percent
target for that period.

Promotion of Gender Equality and the
Empowerment of Women

2.34  Equal access and opportunity for
women and men is cardinal to the
development process in all aspects of
development and in all spheres of life.
Mainstreaming a gender perspective into all
development initiatives, including policies,
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programmes as well as processes, is
increasingly being recognised as a vital
development planning approach. NDP 11
provides an opportunity for all sectors to
articulate gender issues that they will
address in the execution of their respective
mandates, as well as identify key indicators
of performance and provide regular updates
on gender issues.

2.35 There is evidence of continued
improvement on several measures of
gender equality and female empowerment.
In 2011, women constituted 33.8 percent of
managers/administrators. Furthermore, Net
Enrolment Rates (NERs) are higher for
females than males at both the primary and
secondary levels. In 2014, adult literacy
rates (age group 15 to 60) were 89.6 percent
for females and 87.5 percent for males. In
2011, females constituted 43.3 percent of
the employed, whilst males stood at 56.7
percent.

2.36  During NDP 11, gender analysis
and gender equality centred planning will
be promoted to inform gender-responsive
and rights-based policies. This will
facilitate, amongst others, fairness of
treatment, including in the distribution of
development resources and opportunities
between women and men. Implementation
of gender mainstreaming as a strategy for
sustainable development will be intensified
across sectors to ensure equal and
meaningful opportunities for women and
men to participate in and benefit from
socio-economic, cultural and political
development initiatives of the country.

Reduction of Infant and Child Mortality
2.37  Infant mortality rate reduced from
56 per 1 000 in 2007 to 17 per 1 000 in
2011, under five mortality rate decreased
from 76 per 1 000 in 2001 to 28 per 1 000
in the same period. On the other hand, the
proportion of 1 year old children
immunised against measles increased from
90 percent to 94.5 percent in 2011.



Improvement of Maternal Mortality
Rates

2.38 The maternal mortality rate per 100
000 live births declined from 188.9 in 2011
to 151.6 in 2014. Despite this reduction,
this figure is very high compared to other
middle income countries, and also taking
into account the substantial resources that
are allocated to the health sector. More
concerted efforts will be made in order to
reduce it substantially during NDP 11.

Combatting HIV/AIDS, Malaria and
Other Diseases

2.39 HIV incidence rate was reduced
from 1.45 percent in 2008 (BAIS III) to
1.35 percent in 2013 (BAIS IV). On the
other hand, BIAS IV estimated an
HIV/AIDS national prevalence of 18.5
percent compared to 17.6 percent registered
during BIAS III. It should be noted that
more than 94 percent of those in need of
Anti-Retroviral Therapy (ARVs) are on
treatment. Despite the progress achieved to-
date, a lot still needs to be done to reduce
the socio-economic effects of HIV/AIDS
and  strengthen  gender  responsive
prevention of HIV. TB notification rate per
100 000 population has declined from 511
in 2006 to 329 in 2012. Confirmed malaria
cases dropped from 8 056 to 193 cases,
representing a 97.6 percent decline during
the same period.

Ensure Environmental Sustainability

2.40 Per capita consumption of resources
increased over time as people became more
affluent. This, in turn, put pressure on the
environment. For instance, forest area
(percentage of total land) has decreased
from 24.0 percent in 1990 to 19.1 percent in
2011. GDP per unit energy use (constant
2005 Purchasing Power Parity, US dollar
per kg of oil equivalent) increased from 7.3
percent in 1990 to 11.7 percent in 2007. In
addition, the development challenges
imposed by the likely impacts of climate
change also compound the issues. These
issues are experienced in rural areas where
most of the resources are located and also
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in urban settlements which are rapidly
growing, intensifying the demand for the
goods and services and resultant pollution.
Botswana’s environmental assets will be
crucial to the future social and economic
development of the country. There is need
to strengthen the environmental dimension
of development through institutional
strengthening, research and development to
also establish the differential impact of
climate change. In order to address these
challenges, four strategies have been
identified in Sustainable Environment
Thematic Chapter for implementation
during NDP 11 namely: sustainable
management and use of natural and cultural
resources; climate change mitigation and

adaptation;  integrated planning for
sustainable human settlements; and a
healthy environment for a healthy
population.

Develop  Global Partnership for
Development.

2.41 Government, in partnership with the

private sector, has put in place the requisite
infrastructure in order to open export routes
to the seas. For example, there are plans to
transport coal and other bulk commodities
to outside markets in Asia and Europe
through the proposed Trans-Kalahari
Railway that will provide a link to
Namibian ports and the other railway to
Mozambican ports. The input of other
countries can be through investing in the
projects or facilitating transit rights.
Furthermore, Botswana continues to benefit
from reductions in the prices of essential
drugs, and programmes aimed at fighting
the HIV/AIDS scourge. These are
supported by, amongst others, the Bill and
Melinda Gates Foundation and the United
States President’s Emergency Plan for
AIDS Relief.

2.42 Over the years, the Government
also invested heavily in the development of
ICT backbone infrastructure, such as
connection to the East and West Africa
Cable Systems and the rollout of fibre-optic



cables across the country. This facilitated
the development of e-Services, Broadband
connectivity, as well as implementation of
e-Government projects.  Equitable and
affordable access to broadband
connectivity and services fuels creativity
and enables innovation among businesses
and individuals. Broadband connects
businesses, individuals and communities,
giving them the ability to harness resources
and capabilities across geographic areas.

SUSTAINABLE
GOALS

DEVELOPMENT

2.43 Botswana is a signatory of the new
global framework, termed “the 2030
Agenda for Sustainable Development,”
adopted by the UN member States in
September 2015. The newly conceived
seventeen (17) Sustainable Development
Goals (SDGs) and 169 targets are geared
towards addressing the unfinished business
of the MDGs. The new goals are much
broader in scope as they seek to ‘leave no
one behind.” The new agenda still perceives
poverty eradication as its overarching goal
captured through the five “Ps” of; People,
Planet, Prosperity, Peace, and
Partnership, which in essence represent
an integration of economic, social and
environmental dimensions of sustainable
development. These SDGs are action
oriented, global in nature and universally
applicable and take into account different
national realities, capacities and levels of
development and respect national policies
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and priorities. This is a departure from the
MDGs, which mainly focused on
developing countries.

2.44 The transition from the MDGs to
the SDGs is timely for Botswana as it
coincides with the processes of preparing
key national development frameworks,
namely; the National Development Plan 11
and the National Vision 2036. Therefore, a
unique opportunity arises for Botswana to
align its medium to long-term national
goals and priorities to those of the SDGs.
Future NDPs will incrementally need to
continue the effort.

2.45 Table 2.2 compares the SDGs with
the National Development Plan 11 and
Vision 2036 priorities as the basis for
mainstreaming the SDGs. For the SDGs to
be realised, the projects to deliver
Botswana’s new Vision and the national
priorities set out in NDP 11 will be
designed in a way which delivers the targets
under each goal to the extent possible.
Once, the Key Performance Indicators
(KPIs) of Vision 2036 are available, they
will be compared against the SDGs. The
impetus will be to help build national
resilience through greater employment and
livelihoods, more equitable access to
resources, better protection  against
economic and environmental shocks, and a
much stronger ability to prepare for, and
deal with the consequences of natural
disasters, especially as they are exacerbated
by climate change.



Table 2.2: Comparison of SDGs, NDP 11 and Vision 2036 Framework Priorities

SUSTAINABLE
DEVELOPMENT GOALS

VISION 2036 PILLARS

NDP 11 PRIORITIES

Goal 1 End poverty in all its
forms

Sustainable Economic
Development

Human and Social
Development

Developing Diversified
Sources of Economic Growth

Social development

Goal 7 Ensure access to
affordable,

reliable, sustainable, and
modern energy for all

Sustainable Economic
Development

Developing Diversified
Sources of Economic Growth

Human Capital Development

Goal 8 Ensure access to
affordable, reliable,
sustainable economic growth,
full and productive
employment and decent work
for all

Sustainable Economic
Development

Developing Diversified
Sources of Economic Growth

Human Capital Development

Goal 9 Build resilient
infrastructure, promote inclusive
and sustainable
industrialisation and foster
innovation

Sustainable Economic
Development

Developing Diversified
Sources of Economic Growth

Human Capital Development

Goal 10 Reduce inequality
within and among countries

Sustainable Economic
Development

Developing Diversified
Sources of Economic Growth

Human Capital Development

Goal 11 Make cities and
human settlements inclusive,
safe, resilient and sustainable

Sustainable Economic
Development

Developing Diversified
Sources of Economic Growth

Human Capital Development

Goal 2 End hunger, achieve
food security and improved
nutrition and promote
sustainable agriculture

Human and Social
Development

Social development

Goal 3 Ensure healthy lives and
promote
well-being for all

Human and Social
Development

Social development
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Goal 4 Ensure inclusive and
equitable quality education and
promote lifelong learning
opportunities for all

Human and Social
Development

Social development

Human Capital Development

Goal 5 Achieve gender equality
and empower all women
and girls

Human and Social
Development

Social development

Human Capital Development

Goal 6 Ensure availability and
sustainable management of
water and sanitation for all

Human and Social
Development

Social development

Goal 12 Ensure sustainable
consumption
and production patterns

Human and Social
Development

Social development

Goal 13 Take urgent action to
combat climate
change and its impacts

Sustainable Environment

Sustainable Use of Natural
Resources

Goal 14 Conserve and
sustainably use the oceans, seas,
and marine resources for
sustainable development

Sustainable Environment

Sustainable Use of Natural
Resources

Goal 15 Protect, restore and
promote sustainable

use of terrestrial ecosystems,
sustainably manage forests,
combat desertification, and halt
land degradation and halt bio-
diversity loss

Sustainable Environment

Sustainable Use of Natural
Resources

Goal 16 Promote peaceful and
inclusive societies

for sustainable development,
provide access to justice for all,
and build effective, accountable
and inclusive institutions

at all levels

Governance, Peace and
Security

Consolidation of Good
Governance and
Strengthening of National
Security

Goal 17 Strengthen the means
of implementation

and revitalise the global
partnership for

sustainable development

Implementation of an effectivg
monitoring and evaluation
system

Source: United Nations Sustainable Development Goals- 2015, and Vision 2036
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CONCLUSION

2.46 The implementation of the Revised
National Population Policy will end in 2030, thus
covering the period up to the beginning of NDP
13. Therefore, the strategies that are detailed in
the Policy will continue to be implemented
during NDP 11.

2.47  The total fertility rate declined from 3.3
children per woman in 2001 to 2.8 in 2011. The
latter rate is lower than the estimated replacement
level of 3 children per woman. As a result of the
lower fertility rate, it is necessary to focus on
maintaining fertility at a level above the
population replacement level.

2.48 Significant progress has been made in
the achievement of the MDGs, especially the
health related ones. The main exception is the
maternal mortality rate, which is still quite high
as it stood at 151.6 per 100 000 in 2014. By way
of comparison, the NDP 10 target was 46 per 100
000. Despite the progress made, more still needs
to be done to reduce the effects of HIV/AIDS.

249 As a result of the slow growth of
employment opportunities over the years, the
unemployment rate is high at around 20 percent,
and the youth and women are the most affected. In
order to effectively deal with this problem, a
number of measures will be used which include;
improving the investment climate for both local
and foreign investors; developing and
implementing an employment strategy with clear
goals and targets to address labour-absorptive
capacity and skills requirements of the economy;
and putting in place measures to improve
productivity across the economy.

2.50  Whilst the statistics on poverty show that
appreciable progress has been realised, the
poverty levels are still unacceptably high, and
they need to be addressed aggressively. To this
end, the central thrust of Botswana’s overall
strategy for eradication of extreme poverty
during NDP 11 will be to provide opportunities
for the poor to have sustainable livelihoods;
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expand employment opportunities through
economic diversification and broad based
growth; strengthen human development of the

poor through investments in health and
education; and to enhance their skills
development.

2.51  The country’s age structure has changed

over time resulting in the decline of the national
dependency ratio. This change provides
opportunities and challenges which necessitate
relevant policy solutions. For instance, the rising
share of the working age population provides an
opportunity for increased production, thus
economic development. On the other hand, the
declines in the proportion of children (0-14
years) lead to falling dependency ratio. This
scenario provides the country with a window of
opportunity to achieve and/or harness the
demographic dividend; but, in turn, this requires
relevant responsive measures in the form of
policies.

2.52 Botswana made progress in the
implementation of the MDGs, with an impressive
9 out of 12 targets achieved. The unfinished
business of the MDGs will be tackled as part of the
implementation of the SDGs. The transition from
the MDGs to the SDGs is timely for Botswana as
these were adopted when the country was
developing her development frameworks, namely;
the National Development Plan 11 and the
National Vision 2036.



CHAPTER 3

REVIEW OF ECONOMIC PERFORMANCE DURING NDP 10

INTRODUCTION

3.1  While the Botswana economy
initially experienced impressive economic
growth, its growth rates now seem to be
waning. For the period 1975/1976-
1995/1996, the GDP rate of growth
averaged 9.2 percent in real terms and for
the period up to 2007/2008, it averaged 8.7
percent. However, the economy only grew
at 3.5 percent in constant prices during
NDP 7, which later rebounded to 7.1
percent during NDP 8. It later fell to 3.3
percent during NDP 9. NDP 10 sets its GDP
growth rate target at 3.1 percent. These
trends suggest that the economy’s growth
rates have significantly decreased over
time.

3.2  In view of the major changes that
were expected to occur in the diamond
sector, NDP 10’s main objective was to
reduce the role of Government expenditure
in the growth of the economy and to make
the private sector the main source of
growth. That way, the ratio of Government
spending to GDP was expected to decrease,
and the private sector contribution to GDP
was expected to increase. This chapter,
therefore, reviews the extent to which these
objectives, among others, have been
achieved during NDP 10 implementation.

ECONOMIC
DURING NDP 10

PERFORMANCE

NDP 10 Economic Growth Strategic
Thrust

33 The envisaged decrease in diamond
mining profitability underpinned by the
possibility of more expensive underground
mining and an overall decline in diamond
production, informed the strategic thrust of
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NDP 10. The strategy for NDP 10,
therefore, centred on reducing the
economy’s  heavy  dependence  on

Government spending, which is itself
heavily dependent on diamond revenues.

34 NDP 10’s main objective was to
promote inclusive growth and build
economic resilience through economic
diversification, and employment creation.
The private sector was to be the main
vehicle through which these objectives
would be achieved. As a landlocked
economy, with limited human skills, the
Plan sought to achieve economic growth
through the production of low-transport-
intensive export merchandise and less-skill-
intensive export services. This section,
therefore, seeks to establish the extent to
which this stated strategy, and the general
NDP 10 economic objectives were
achieved.

Gross Domestic Product (GDP) Growth
Rates

35 It should be noted that NDP 10
macroeconomic projections were up to
March 2016, while the review period
actually runs up to March 2017. This means
that, while policy inferences can be made
for the period April 2016 to March 2017, no
specific targets are available for the period
as they are not stated in the NDP 10 blue
print. For that reason, most of the data for
analysis was only done up to March 2016,
with policy inferences extended to March
2017.

3.6 Economic growth targets were set
for NDP 10 (Table 3.1), and the
achievement or non-achievement of these
targets guided the NDP 11 strategies.



Suffice to note that, NDP 10 was drawn up
at the onset of the global financial and
economic crisis of 2008/2009 and this, to a
great extent, influenced the Plan’s GDP
projections.

3.7 Table 3.1 shows that, for the first
two years of the Plan, the actual rates of

growth were better than projected. The
average actual growth rate for the period up
to 2014/2015 is 4.9 percent compared to 3.4
percent as per the NDP 10 projections. The
average growth for the entire Plan period,
which includes projected growth rate for
2015/2016 is 3.9 percent against the 3.3
percent for the NDP 10.

Table 3.1: NDP 10 Targets and Actual GDP Growth Rates (%)

Average | Average
up to up to
Year 2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16
2014/15 | 2015/16
NDP 10
Target -16.5 3.2 9.7 11.1 5.1 7.9 2.6 34 3.3
growth
(%)
Actual
growth -3.0 7.3 6.3 52 9.6 4.0 -2.0 4.9 3.9
(%)

Source: NDP 10 and MFED Actuals & Projections

3.8  From these averages, it may be
concluded that, overall, the economy
performed better than what was projected
for NDP 10. However, it should be noted
that the NDP 10 projected average growth
rate was heavily influenced by the initial
assumption that the economy was going to

contract by 16.5 percent in the first year of
the Plan, on account of the global financial
and economic crisis. In the event, it
contracted moderately, resulting in better
than  expected  overall economic
performance over the Plan period.

Table 3.2: Three Year Moving Averages for Real GDP Growth Rates (%)

2009/10 —2011/12
2010/11-2012/13
2011/12-2013/14
2012/13 —2014/15
Plan (moving) Average

NDP 10 Growth Rates Targets

Actual Growth rates
-1.2 3.6
8.0 6.3
8.6 6.5
8.0 5.9
5.9 5.6

Source: NDP 10 and MFED Actuals & Projections

3.9 In Table 3.2, a three-year-moving
average approach was used to remove the
heavy effect of the 2009/2010 projected
growth rate figure (-16.5 percent). With this
modification, for all years, save for
2009/2010, the actual growth rates become
much lower than the projected NDP 10
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growth rates. The projected average for the
Plan was 5.9 percent, while the actual three
year moving average is 5.6 percent. Using
this approach, the actual economic growth
during NDP 10 was more or less the same
as the projected average growth rate.
However, this was still lower than the
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Figure 3.4: Net Merchandise Exports 2008-2015
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Source: Botswana Financial Statistics, Bank of Botswana, December - 2016

3.18 Identifying the causes of these
negative net exports assisted the
formulation of NDP 11 strategies for
economic growth. A solution to an external
balance deficit caused by a collapse in
exports would be different from one caused
by a sharp increase in imports. Similarly, a
solution to a deficit emanating from the
merchandise accounts would be different
from one caused by the services external
account.

3.19 Figure 3.5 shows that the trade
balance was negative for the period up to
2013, while net service exports were
positive during the same period. It can,
thus, be concluded that the deficit position
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of the external balance originates solely
from the merchandise account and not from
the service account. Furthermore, the net
merchandise exports are negative as a result
of a rapid increase in merchandise imports,
than a decrease in merchandise exports. The
growth in both merchandise exports and
imports increased, but with that of imports
increasing faster than exports.

3.20 It can be concluded from the
foregoing analysis that, to address
economic growth problems arising from the
external balance part of the economy,
particular attention must be paid to the
growth of merchandise exports, while
managing that of imports.



Figure 3.5: Net Merchandise Exports and Net Services Exports (P million), 2008-2015
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3.21 A situation where high negative net
export levels were associated with low
economic growth during NDP 10 has a
number of policy implications for NDP 11.
A high import bill on consumer goods
suggests, amongst others, that the
Economic Diversification Drive (EDD)
programme and its associated import
substitution efforts did not significantly
reduce the import bill, particularly on
consumer goods during NDP 10. The high
import bill of consumer goods would
further suggest the existence of scope for
generating  economic  growth  and
employment creation through efficiency
based import substitution during NDP 11.

3.22 Imports are not necessarily bad for
economic growth, especially when they are
used as inputs into mega investment
projects. Imported capital inputs can,
however, be associated with low economic
growth, if they are used in low quality
projects and/or are inefficiently executed.
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This might have been the case during NDP
10. It is generally expected that increased
imports of capital goods into high quality
investment projects should generate more
economic growth. In order to achieve
economic growth from imported inputs,
only projects with high social and economic
benefits derived from these imports will be
selected for implementation.

3.23 The effect of the diamond
aggregation process and the diamond
beneficiation programme on import figures
could be another cause for high
merchandise import figures. If most of the
diamonds that are used for beneficiation are
mainly imported, the merchandise import
bill will naturally increase. The relationship
between the beneficiated export diamonds
and diamond aggregation figures might also
provide an explanation for the negative net
exports. This is an issue that will be sorted
out in NDP 11.



A Review of Sectoral Growth Rates

3.24  An analysis of how different sectors
of the economy have contributed or caused
the slow growth in GDP has assisted in the
drawing up of NDP 11 strategies. Table 3.3
shows that the average GDP growth rate for
the entire Plan period (including one year
extension), will be 3.9 percent per annum.

3.25 The mining sector will experience
an average decrease of 3.5 percent for the
entire period, while the Government sector
will have grown at an average of 4.1 percent
by the end of NDP 10. On the other hand,
the Non-Mining sectors will have grown
faster than both the Mining and General
Government sectors at an average of 5.6
percent for the Plan period. The picture

emerging from Table 3.3 shows the critical
role that the non-mining sectors have
played in the economy during NDP 10.

3.26 When the Mining sector contracted
by 25.0 percent in 2009/2010 (Table 3.3),
the Non-Mining sectors cushioned this
diverse effect, resulting in the contraction
of the whole economy by only 3.0 percent.
Performance of the Non-Mining sectors
during NDP 10 underscores the importance
of economic diversification and the
importance of growing and strengthening
the private sector.

Table 3.3: GDP Growth Rates bi Ma|'0r Sectors (%)

Mining -25.0 |75 -6.2 -3.8 238 |-0.1 |-213 [-25 -3.5
3.7 7.3 9.1 7.0 52 5.4 2.8 4.4 5.6

Non-mining
sector
Of

which | 2.0 55 9.7 1.9 2.9 7.2 1.7 1.9

General
Government

4.1

GDP Growth | -3.0 6.4
Actual &

Projected

7.3

53

7.9 4.5 -1.1 3.6 3.9

Source: Statistics Botswana & MFED Actuals & Projections

3.27 It is important to further establish
which of the non-mining sector entities
provided the growth momentum within the
subsector during NDP 10. This will assist in
the identification of potential future sources
of growth and in the design of appropriate
strategies that will harness this momentum.
Such knowledge was important in the
selection and drawing up of programmes and
projects for the next Plan. Using sectoral
weights in the total value added, a
determination of the origination of the
growth that occurred during the Plan was
made. Table 3.4 reveals that the Mining
sector is the highest contributor, at 30.2
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percent of the total value added growth that
occurred during NDP 10, followed by Trade,
Hotels and Restaurants at 24.6 percent.
General Government and Banks, Insurance
& Business sectors contributed 22.5 percent
and 21.2 percent, respectively. It is
significant to note that 71.5 percent of the
total growth that occurred during NDP 10
came from these four sectors. How these four
(4) sectors can be further harnessed to bring
about more growth during NDP 11 is a major
policy question which will depend on the
efficacy of the proposed Plan strategies. It
can further be read from Table 3.3 that the
contraction of the Mining and Water and




Electricity sectors prevented the economy
from achieving higher growth rates.

3.28 General Government and Banks,
Insurance & Business are in third and fourth
position (in terms of contribution to growth
that occurred) and this suggests that these

sectors are still major sources of growth for
the economy. Social and Personal Services
comes fifth at 8.9 percent, followed by
Manufacturing at 8.8, and Transport &
Communications at 8.3 percent. The Water
and Electricity sector contracted by 0.2
percent.

Table 3.4: Sectoral Growth rates and Contribution to GDP Growth (%)

Sectoral share of growth| Average Value Added Growth

during NDP 10 Rate during NDP 10
Trade, Hotels and Restaurants 24.6 7.9
Banks, Insurance & Business 21.2 6.2
General Government 22.5 4.4
Construction 9.5 9.1
Social and Personal Services 8.9 7.2
Transport & Communications 8.3 8.4
Mining 30.2 -3.6
Manufacturing 8.8 4.3
Agriculture 3.6 -0.1
Water & Electricity -0.2 -5.3

Source: Statistics Botswana & MFED

3.29 Regarding the rate of growth, the
Construction sector grew fastest at an
average annual rate of 8.4 percent. Trade,
Hotels and Restaurants, together with
Transport and Communications, were
second and third at 7.8 percent and 7.6
percent, respectively. To the extent that this
momentum will endure, these sectors have
a potential to provide growth during NDP
11.

3.30 Figure 3.6 shows that there was a
structural transformation during NDP 10.
Comparing the average contribution to the
economy’s total value added by the four
major sectors during NDP 9 and NDP 10
reveals the following; while the Mining
sector still remains the most dominant
sector in terms of contribution to value
added, its dominance has been reduced
from contributing 28.4 percent during NDP
9 to 30.2 percent during NDP 10. This
reduction is mainly attributable to the
global financial and economic crisis and its
effects on this sector. For General
Government, the share significantly
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increased from 14.1 percent to 22.5 percent
between the two Plans. Trade, Hotels and
Restaurants increased from 11.8 percent to
24.6 percent, while Banks, Insurance and
Business Services also increased from 12
percent to 24.6 percent.

3.31 These performances have policy
implications going forward into NDP 11.
First, is whether this transformation is only
temporary due to problems faced by the
diamond sector during the global financial
and economic crisis, or whether it will
remain a permanent feature. Second, the
General Government sector remained the
second major contributor to value added and,
although only marginally so, it increased its
contribution to GDP value added. The
question is whether this dominance will
continue at this level in NDP 11, given that
this increase came at a time when this sector
was supposed to be hiving-off some of its
economic activities to the private sector. If
this hiving-off is to be achieved, more efforts
will have to be made to address this situation
during NDP 11.



Figure 3.6: Contribution to Value Added (Current Prices) by the Four Key Sectors (%)
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3.32  Opverall, there was some marginal
structural transformation of the Botswana
economy in conformity with the NDP 10
objective of having a private sector led
economy. This momentum will be carried
forward into NDP 11 through the proposed
growth strategies discussed in Chapter 4.

3.33 The main conclusions of this section
can be summarised as follows:

1) Given the significant contribution of
the Construction sector to GDP, its
growth  momentum  should be
harnessed to grow the economy
further;

i1) The Trade, Hotels and Restaurants
sector has been one of the fastest
growing sectors and has significantly
increased its share of contribution to
total value added in the economy.
Therefore, improving the policy
environment to support this sector will
provide NDP 11 with a strong growth
pole;

iii)While the Mining sector still remains
the lead contributor to GDP, whether
this is only temporary or permanent
will become clearer during NDP 11;
and

iv)The General Government sector’s
contribution to growth has remained

30.2
28.4
24.6
22.5 515
14.1
. 12.0 11.8
5.0

Banks, Ins &
Business
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Rest.

significant as the third most important
source of economic growth. If the
private sector is to become the engine
of growth for the economy, deliberate
policy measures need to be continued
in order to hive-off some of the
Government economic activities to the
private sector.

334 It can be concluded from the
foregoing analysis that NDP 10 has
achieved the objective of growing the
economy through the Non-Mining and
Parastatal sectors. The leading sectors that
contributed to this structural change of the
economy were the Trade, Hotels and
Restaurants and the Finance, Insurance and
Business Services sectors. The extent to
which the growth of these two sectors
depends on  Government spending
moderated during the Plan period. Figure
3.7 shows that, in real terms, Government
spending decreased at the same time that
these sectors were growing. This could be
suggesting that the growth of these sectors
can be sustained without a concomitant
growth of government spending.



Government Budget

3.35 Table 3.5 shows that NDP 10
projected that the Government budget (in
constant 2008 prices) would be in a deficit
position during the first four years of the
Plan, and would be in balance on the fifth
year and go into surplus in the last two
years. Due to the global financial and
economic crisis, the deficit was the highest
at the onset of the Plan at P8.9 billion and

gradually decreased with the envisaged
recovery of the markets reaching P0.3
billion in 2011/2012, after which moderate
surpluses were recorded until 2014/2015,
before recording a deficit in the last year of
the Plan. Overall, the budget outcome was
a cumulative deficit of P9.2 billion, which
was better than the projected cumulative
deficit of P31.9 billion for the Plan.

Table 3.5: NDP 10 Projected, Actual and Revised Government Budget (P billion,

Constant Prices, 2008)

[ 2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16
NDP 10 Projections
Total  Revenues | 22.7 24.1 26.7 29.9 354 37.8 37.2
and Grants
Total Exp. & Net | 35.6 353 34.9 34.9 34.9 34.9 34.9
Lending
Surplus/Deficit -12.9 -11.2 -8.2 -5 0.5 2.9 2.3
Cumulative -12.9 -24.1 -32.3 -37.3 -36.8 -33.9 -31.9
Deficit
Actual and Revised Budget Estimates
Total  Revenues | 30.0 31.9 38.5 41.7 49.0 55.9 47.4
&Grants
Total Exp. & Net | 38.9 384 38.7 40.7 41.7 50.6 54.4
Lending
Surplus/Deficit -8.9 -6.5 -0.3 0.9 7.2 53 -7.0
Cumulative -8.9 -15.4 -15.7 -14.7 -7.5 -2.2 -9.2
Deficit
Outturn Variance | 32.3 324 441 39.3 383 47.9 27.5
from  Projected
Revenues (%)

Source: NDP 10 & MFED

Government Revenue Trends during
NDP 10

3.36  On the revenue front, NDP 10 target
revenues were less than outturn revenues,
as indicated in Table 3.5. The variance was
the highest during 2014/2015 at 47.9 level.
In terms of revenue growth trends, total
revenues outturn started at P30.0 billion at
the commencement of the Plan and reached
P47.4 billion by 2015/2016, yielding an
average increase 6.8 percent, per annum.
This is compared to the average of 8.8
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percent per annum, projected over the same
period.

3.37 A close examination of the data in
Table 3.5, however, reveals that the total
revenue outturn figure (P30.0 billion) for
2009/2010 1s 32.3 percent above the
projected one (P22.7 billion). This suggests
that the initial impact of the global financial
and economic crisis on total Government
revenues was less severe than initially




envisaged. A significant positive variance
in total revenues and grants recorded during
the Plan period contributed to better than
projected cumulative budget deficits of
P9.2 billion by the end of the Plan, instead
of P31.9 billion initially projected in NDP
10. It should, however, be noted that
inadequate implementation capacity in the
economy also contributed to the lower
deficits recorded during the Plan period.

Government Expenditure Trends during
NDP 10

3.38 While Government expenditure
usually stimulates economic growth, it can
also limit growth when it is excessive, as it
crowds out the private sector. The channel
by which Government spending increases
growth 1s by boosting consumption
spending, which, in turn, enables the private
sector to increase its output. The second
channel is when Government spending is
on physical infrastructural developments.
This facilitates and reduces private sector
operational costs. In general, the private
sector is considered more efficient than the

public sector. Allocating more resources to
the less efficient sector makes it difficult for
the economy to reach its maximum
production potential.

3.39 As the commencement of NDP 10
coincided with the global financial and
economic crisis that affected the economy’s
main revenue earner, namely diamonds;
Government had to run budget deficits in
the first years of the Plan as part of an
expansionary fiscal policy that was adopted
to cushion the effects of the recession.
However, to avoid plunging the country
into excessive debt, Government set itself
the objective of restoring balanced budgets
in the medium to long-term.

3.40 Figure 3.7 compares the planned
expenditure levels for NDP 10 to the actual
outturn. The same figure captures a
situation where actual real Government
expenditure was below NDP 10 targets for
most of the years. However, in the last year
of the Plan; the outturn over-performed the
target of NDP 10 by 53.1 percent.

Figure 3.7: Projected and Actual Total Government Spending (Pula Billion Constant

prices, 2008)
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3.41 The divergence between targets and
outturn is highest in the first year of the
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Plan, when the outturn achieved only 66.1
percent of the target. It is, however,



significant to note that towards the end of
the Plan, the outturn converges to the NDP
10 projections, before exceeding the target
in the last year of the Plan. The observed
divergence between the two scenarios is
both a result of judicious management of
the budget, as well as implementation
capacity challenges that the economy faced.
These are two issues that will be relevant
for the implementation of NDP 11
economic growth strategies.

3.42 The NDP 10 objective of reducing
the Government spending to GDP ratio

from 37.5 percent, as was the case during
NDP 9, to 30.0 percent has not been
achieved according to Figure 3.8. This ratio
actually shot to 51.6 percent at the
beginning of NDP 10, in part due to the
adoption of an expansionary fiscal policy
that was meant to address the contraction of
GDP, arising from the financial and
economic crisis. It also increased due to the
contraction of GDP, while Government
pursued a counter-cyclical fiscal policy.
The ratio then decreased to 36.7 percent in
2015/2016, which is still above the 30.0
percent target for NDP 10.

Figure 3.8: Ratio of Government Expenditure to Real GDP (%), 2009/10-2015/16
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3.43  The decline of this ratio is indicative
of the fact that there exists the possibility of
reducing dominance of Government sector
value added in the GDP. Therefore, with
more concerted effort, in NDP 11, the
objective of hiving-off part of economic
activity to the private sector can be
achieved. It should, however, be noted that
a significant part of this private sector
economic activity includes the parastatals,
some of which are dependent on
Government funding.
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Implementation Capacity during NDP 10

3.44 One of the major issues concerning
Government spending and growth relates to
inadequate implementation capacity in the
economy. Failure to implement the planned
budgets can also lead to slow growth,
through the effect of Government spending
on other sectors of the economy. To assess
the situation that prevailed during NDP 10,
the actual spending figures for each year
were divided by the original budget figures
for both recurrent and development
expenditure. The results are as captured in
Figure 3.9.



Figure 3.9: Actual Spending as a Percentage of the Original Budget, 2009/10-2015/16
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3.45 This figure shows that, during the
first five years of the Plan, save for the year
2009/2010, both budgets were under-spent
or below 100 percent of the original figures.
The underspending is more pronounced in
the development budget than in the
recurrent budget. For the development
budget, in some years, underspending was
as high as 20 percent. This underspending
is indicative of low implementation
capacity, and this partly explains the slow
economic growth that occurred during NDP
10. Suffice to note however that the last two
years experienced over-expenditure in the
recurrent and development budget during
2014/2015 and in the recurrent budget in
2015/2016.

3.46 A good part of the development
budget is spent on construction projects.
The underspending, therefore, reflects
problems of delayed project completion by
contractors, which will need to improve, as
part of NDP 11 strategies for growth
promotion. This problem is expected to be
reduced somewhat through the utilisation of
Public Private Partnerships (PPPs), the
Public Services Outsourcing Programme
and privatisation in general.

Budget Sustainability
3.47 One measure of budget
sustainability is the ratio of total
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Government recurrent expenditures to non-
mineral revenues. A ratio of one (1) and
below would represent budget
sustainability, while a value above one (1)
would imply an unsustainable situation.
The underlying principle behind the budget
sustainability ratio is that, a country which
is dependent on revenues from non-
renewable resources such diamonds in the
case of Botswana, should aim to fund its
recurrent budget from non-mineral
revenues. This is to ensure future fiscal
sustainability, long after the exhaustible
resources are depleted.

3.48 To the extent that expenditures on
health and education are considered to be
investment, even though recurrent in
nature, the calculation of the sustainability
ratio in the case of Botswana included them
as part of investment. Dividing total
recurrent expenditure net of Health and
Education sectors’ recurrent expenditure,
by non-mineral revenues for each year of
the Plan yields the picture in Figure 3.12.
The figure shows that there was a
significant jump in the ratio in the second
year of the Plan, which was followed by a
more pronounced decrease during the three
subsequent years. A slight increase was
experienced in the last three years of the
Plan. A decrease in the ratio is good for the
country as it denotes increased



sustainability, which implies that an
increased part of the recurrent expenditure
is being covered by non-mineral revenues,
and that the economy is not using any
mineral revenues on  consumptive
expenditure items. The fact that the ratio is
less than unity is even more beneficial to the
country, as it shows that recurrent
expenditure is wholly covered by non-
mineral revenues.

3.49 Despite the positive performance of
this measure of budget sustainability during
NDP 10, there is a need to be cautious about
the use of this ratio for policy making

purposes. This is because, over time, a
number of programmes, which are
recurrent in nature such as Ipelegeng and
maintenance of infrastructure, have been
funded under the development budget. The
implication of including recurrent items
under the development budget is an
underestimation of the recurrent budget,
resulting in a more favourable budget
sustainability ratio. Notwithstanding this
limitation, the intention of Government
during NDP 11 is to ensure that this ratio
remains at unity or below, which means
reversing the upward expenditure trend in
the last three years of NDP 10.

Figure 3.10: Actual & Projected Crude Sustainability Index, 2009/10-2015/16
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3.50 The Botswana Government has
always recognised that its heavy
dependence on diamond revenues is not
sustainable, and that it exposes the
economy to risks such as failure to meet
future funding obligations. In that regard, as
far back as 1994, Government took the
decision that diamond revenues should be
spent on expanding the economy’s
productive capacity through investments in
both physical and human capital. To the
extent possible, care was taken to avoid
using these revenues for consumptive
purposes.

3.51 Although the current construction
of infrastructure and capital development
expenditures will benefit future
generations, Botswana presently does not
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have a specific fund reserved for future
generations. The exhaustible nature of
diamonds requires that if future generations
are to benefit from this resource, some
savings need to be set aside for them now in
a well-defined fund. Despite the fact that
the sustainability index captured in Figure
3.10 is acceptable, there is no guarantee that
sometime in the future, economic
conditions may suggest the need for
mineral resources to be increasingly utilised
to fund recurrent expenditures. As a
consequence, fewer resources will be
available for the fund for future
generations. Therefore, going forward,
there is need to come up with a fiscal rule
that should specify the percentage of
mineral revenues that should be spent on
capital formation and the percentage that
will be saved for future generations. In that



regard, the non-capital expenditure
component of development spending
should also be financed from non-mineral
revenues.

Government Borrowing

3.52 The decrease in diamond revenues
during the Plan period forced the
Government to increase its borrowing
substantially, particularly from external
sources. In this regard, the total debt to
GDP ratio increased from 22.1 percent in
2009/2010 to 27.5 percent during the
2011/2012 financial year. However, the
Botswana Government’s prudence in the
management of its budget resulted in a

decrease in this ratio to 26.2 percent in
2012/2013 and further to 23.9 percent in
2013/2014. It was projected to reach 23.1
percent in 2014/2015 and 16.3 percent in
2015/2016. Figure 3.13 depicts
developments in the Government’s total
debt position during NDP 10, both external
and domestic debts. Whereas the ratio of
domestic debt to GDP remained relatively
steady during NDP 10, the external debt
trended upwards over the period up to
2012/2013. It is important to note that, in
2012/2013, the external debt level almost
reached its statutory upper limit of 20
percent.

Figure 3.11: Government Debt as % of GDP, 2009/10-2015/16
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3.53 It is important to understand the
effect of the debt position on the
Government net financial position. For
example, the effect of the situation captured
in Figure 3.11 on the net financial position
of Government should be understood as this
has a bearing on the debt financing options
that Government has. With respect to the
choice between external and domestic debt,
all types of debt instruments such as
treasury  bills, loans, bonds, and
Government guaranteed debt including
Public Private Partnerships, are all pertinent
to the link between Government debt and
the financing options. The choice adopted
will depend on a number of objectives,
which include the need to minimise debt
costs, minimise risk, or support the
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development of the domestic capital
markets. These choices are all not mutually
exclusive.

3.54 The Botswana Government has, in
the past, aimed at minimising the cost of
debt and risks involved in borrowing. It has
also endeavoured to support the domestic
development of capital markets. However,
with increased exposure to global economic
turbulences, there is a need to strengthen
debt management systems. Specifically,
borrowing  decisions have to
increasingly take issues pertaining to the
Government balance sheet into
consideration. The implication of such

will



borrowing on monetary and fiscal policies
and vice versa will have to be deliberately
Furthermore, with  the
Government budget becoming increasingly
tight, there will be need to increase
borrowing. Consequently, there will be
need to limit the cost of borrowing as well

considered.

as managing exposure to the risks that come
with increased borrowing. All these have
resulted in the development of a Medium
Term Debt Management Strategy.

Budget Policy Reform Related Issues

Progress with Privatisation

3.55 There has been very little progress
in the privatisation of parastatals during
NDP 10. Instead, a number of parastatals
were created such as: Competition
Authority; Gambling Authority; Botswana
Trade Commission; Botswana Geoscience
Institute; Botswana Tourism Organisation;
and Special Economic Zones Authority.
The exception has been the privatisation of
Botswana Telecommunications
Corporation Limited (BTCL), which has
now been completed.

3.56 The shares of the company were
priced at P1.00 and were sold with effect
from 11th January, 2016 through an Initial
Public Offering. The employees of BTCL
were eligible to procure 5 percent of the
shares through an Employee Share Option
Plan. The share offer was closed on the 4th
March 2016. A total of 50 301 qualifying
applications were received, this translated
into an offer for 776 333 400 shares, well in
excess of the 462 000 000 shares that were
available to the public. This represented a
1.68 times over-subscription. The company
was listed on the Botswana Stock Exchange
on 8th April 2016, and the share price on
that opening day was P1.30, which was an
appreciation of 30 percent.
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Public Services Outsourcing Programme
3.57 During NDP 10, the Government
adopted a Public Services Outsourcing
Programme, which provides an important
opportunity for involving the private sector
in undertaking certain services that are
currently being provided by the
Government, with a view to achieving
improved service delivery, cost savings and
right sizing of the public service. This
programme started with a focus on
mandatory  outsourcing of  grounds
maintenance, and security guarding and
cleaning services. In addition to
outsourcing, the Public Enterprises
Evaluation and Privatisation Agency
(PEEPA) will lead the implementation of
commercialisation programmes, which
involves bringing certain activities of
Government departments, local authorities
and other public bodies to the market place
and managing them like any other business
enterprise. Potential candidates for the
commercialisation programme include:
road transport and safety services; printing
and publishing services; communications
and media services; central transport
organisation; and central medical stores.
The Second Privatisation Master Plan that
covers the years 2015-2020 was approved
by Cabinet in September 2015. It is
expected to infuse momentum into the
privatisation drive, by, amongst others,
addressing the main challenges that were
faced during the implementation of the
Master Plan of 2005.

Public-Private Partnerships (PPPs)

3.58 The process of establishing the PPP
delivery mechanism in Government was
ongoing at the end of NDP 10. This is
intended to assist Government in project
implementation by involving the private
sector in the financing and implementation
of various projects. This will augment the
resources for undertaking projects in the
country and minimise the risks to
Government  associated ~ with  the
implementation of such projects.



3.59 As an interim measure, a PPP
Appraisal Committee has been established
and its mandate is to select, prioritise,
appraise and evaluate potential PPP
projects submitted by the line Ministries to
the Ministry of Finance and Economic
Development. In terms of progress
achieved so far, the PPP Strategy in land
servicing was approved in April 2015 by
Cabinet and is being implemented. In
addition, the PPP delivery mechanism was
used in the execution of the rural
telecommunications development
programme. The head of the PPP unit
started work towards the end of 2016, and
the unit is expected to be fully operational
during the first half of NDP 11.

3.60 In terms of financing the private
sector, funding can be sourced from,
amongst others, the Botswana Stock
Exchange through the issuance of shares
and bonds. Funding can also be sourced
from local development finance institutions
such as the Botswana Development
Corporation and the National Development
Bank, Citizen Entrepreneurial
Development Agency (CEDA), as well as
the commercial banks. In addition, funding
from the private sector windows of the
African Development Bank and the World
Bank can be accessed.

External Sector Development

Balance of Payments

3.61 Among the strategies for growth in
NDP 10 was the promotion of trade in
goods and services. The success of an
external sector oriented growth strategy can
be gauged through the economy’s overall
balance of its international payment
accounts, particularly its current accounts.
A positive net balance of payments can also
be associated with domestic employment
creation, especially in the case where, the
domestic enterprises producing for export
markets  employ  labour intensive
production methods. In other words, a
positive net external sector balance may be
achieved without a significant impact on
employment creation, as has been the case
in this country with diamond mining.

3.62  Furthermore, a positive net balance
of payments can contribute to the net
foreign financial assets position of the
country. In terms of net financial assets of
the country, which is measured by
difference between the Government
balances at the Bank of Botswana and net
debt, the performance was mixed during
NDP 10 as shown in Table 3.6.

Table 3.6: Government Net Financial Asset Position (P’ million)

Internal

Govt & Total Debt | Loans by Net
Financial | Balance | External | Debt & Govt Net Financial
Year @ BOB | Debt Guarantees | Guarantees | Outstanding | Debt Assets

6)=4)- | (N=()-

(09) 2 3 @D=2)*+3 [ 3 (6)
2009/10 22,136 13,775 2,318 16,093 1,485 14,608 | 7,528
2010/11 19,387 18,631 5,162 23,793 1,508 22,285 | -2,898
2011/12 20,553 | 21,619 7,249 28,868 1,368 27,500 | -6,947
2012/13 20,611 21,764 7,089 28,853 1,718 27,135 | -6,524
2013/14 31,745 | 22,650 6,831 29,481 1,321 28,160 | 3,585
2014/15 41,680 | 25,310 7,681 32,991 1,230 31,761 | 9,919
2015/16 | 40,927 | 25,031 8,639 33,670 1,154 32,516 | 8,411
2016/17 38,312 | 24,738 9,721 34,459 1,078 33,381 | 4,931

Source: MFED
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3.63 Asindicated in Table 3.6 and Figure
3.12, the Government Net Financial
position deteriorated from 9.8 percent of
GDP at the beginning of NDP 10 to reach
5.7 percent in 2012/2013, due to the impact
of the global financial and economic crisis.
Thereafter, it improved slightly to end NDP
10 at a positive 3.10 percent. In view of

the importance of maintaining adequate net
financial assets to the country’s ability to
respond to external shocks, efforts will
continue to be made in NDP 11 to ensure
prudent management of Government cash
balances and public debt.

Figure 3.12: Government Net Financial Position, 2009/10-2015/16 (P million)
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3.64 The section on domestic absorption
and the external balance has already shown
that Botswana experienced negative net
exports balances for the entire NDP 10
period, save for 2013/2014 financial year.
What follows below is an assessment of
how other NDP 10 external sector related
targets have been realised.

3.65 The overall balance of payments
was in deficit during the first two years of
the Plan, by P4.7 billion and P6.5 billion in
2009 and 2010, respectively. This improved
to a surplus position of P3.4 billion in 2011.
However, a calculation of the accumulated
overall balance of payment position yields
a net deficit of P7.6 billion for the first three
years of NDP 10 (Figure 3.13). This calls
for a strategy that aims at improving the
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economy’s external sector position, if
wealth is to be generated for the economy.
Therefore, Botswana needs to grow its
export sector, and developing diversified
sources of exports during NDP 11 will be a
priority.

3.66 The trade balance, which is total
exports of goods and services less total
imports of goods and services, is normally
more relevant for policy than the overall
balance. An important point that emerges
from Figure 3.13 is that for the most part of
NDP 10, the economy experienced trade
deficits. In order to reverse this trend, NDP
11 will, amongst others, pursue an export-
led growth strategy that is anchored on
more than one sector, as opposed to the
current domination of the mining sector.
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3.69 What is even more worrying is that
the decrease in this share has been
occurring at an accelerated rate up to 2013.
In 2009, the share of non-traditional
merchandise exports was about 10 percent.
It decreased to 8 percent in 2010 and had
reached about 3 percent by 2013. This
suggests that a much more focused strategy
is needed to increase the share of non-
traditional exports and achieve economic
and export diversification.

3.70 The other policy relevant
information emerging from Figure 3.15 is
that while beef exports maintained their
share of traditional exports, the share of
copper-nickel ~ reduced  significantly.
Meanwhile, diamonds continued to
dominate exports during NDP 10. This
outcome, combined with the fact that the
non-traditional exports sector share also
significantly declined, calls for a robust
export-led growth strategy during NDP 11.

Figure 3.15: Composition of Traditional Exports, 2008-2015
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371 In terms of trends in the
composition of the non-traditional exports,
textiles have lost their dominance. Their
share has decreased from 64.1 percent of
this group in 2009 to 23.5 percent in 2013.
On the other hand, soda ash increased its
share in the non-traditional export category
from 23.8 percent to 47 percent, while gold
also increased its share from 12 percent to
29.3 percent during the same period.

3.72 Figure 3.16 shows that, while the
shares of services exports were decreasing
during the period up to 2009, it later
recovered significantly, but stabilised
during the period 2011 to 2014. This means
that, although the share of export services
increased between NDP 9 and NDP 10, its
growth momentum has not been sustained
and therefore export diversification, in
terms of services has only been marginal.
However, this result significantly changes
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when the diamond aggregation effect is
taken into account. Discounting aggregated
diamonds from total exports of goods and
services shows a significant growth in the
share of the services sector in total exports.

3.73 Excluding SACU receipts from the
services account yields a cumulative
current account deficit of P62.2 billion for
the period 2008-2013. The decrease in
services exports share has serious policy
implications. This result implies that the
services export-led strategy to grow the
economy that was emphasised in NDP 10
did not achieve the desired results.
Therefore, the Government will, in
accordance with the Industrial
Development Policy of 2014, create a
conducive environment for the
development of the services sector with
strong export potential in order to attract
both domestic and foreign investors.



Figure 3.16: Percentage Share of Merchandise & Service Exports, 2004-2014
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3.74 Three important policy related
issues emerge from this review. First, while
the overall balance of payments was
negative in the early years of the Plan
period, it turned into surpluses in later
years. However, the cumulative current
account is projected to have been in deficit
for the greater part of the Plan period. This
means that Botswana’s imports of goods
and services have been more than its
exports. The second point is that non-
traditional exports, as a share of total
exports, have been decreasing, implying
loss of mileage in export diversification as
a vehicle for economic growth. Thirdly, the
share of services in total exports increased
moderately. This suggests that the NDP
10’s strategy of placing emphasis on export
services growth was, to a limited extent,
successful. It is for these reasons that NDP
11 emphasises the pursuit of broad export
strategies that will focus on both goods and
services.

EMPLOYMENT CREATION
DURING NDP 10
The main purpose for undertaking

development planning in Botswana is to
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achieve social justice for the population
through increased livelihood derived
through an increased provision of goods
and services. Indeed, social justice has
always been one of the overarching
objectives for all the previous Plans. The
main vehicle through which welfare and
social justice are achieved is employment
creation. This section, therefore, takes a
quick review of the formal employment
sector.

Employment Growth Rates

3.75 According to Table 3.7, formal
sector employment in the economy grew at
the rate of 1.5 percent for the period up to
2015 during NDP 10. As indicated in Table
3.7, all sub-sectors with the exception of the
Parastatal sector, experienced a decrease in
growth rates, with the Government Sector
actually experiencing negative growth rates
in 2013 and 2014. However, the non-formal
employment Ipelegeng Programme
experienced substantial growth of an
average of 3.4 percent between 2014 and
2015.



Table 3.7: Formal Sector Employment Growth Rates (%), 2009-2015

Growth rates 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | Average
Parastatal 1.5 8.3 80 |32 |77 |-03 |37 |46
Private Sector 1.8 2.5 1.9 0.9 0.7 0.8 0 1.2
Central Gov. 52 |41 3.0 1.8 |-04 |-02 |0 1.9
Local Gov. 39 |33 25 [-79 |[-1.8 [-0.1 | 1.0 |-0.6
Formal Employment Growth | 3.0 | 3.3 2.1 05 |06 |04 |03 1.5
Ipelegeng -50.7 {324 1205 [ 152 |32 |29 |34

Source: Bank of Botswana 2015 Annual Report

Sectoral Contribution to Formal
Employment

3.76 In terms of sectoral contribution to
formal employment (Figure 3.17), the
private sector contribution remained
unchanged at 56 percent, Government’s
contribution decreased slightly, while there
was a 1.0 percent increase in the share for
the Parastatals. This situation, whereby the
Parastatal sector (which is basically
Government), was the only one that
registered an increase in the employment
figures, is neither sustainable nor desirable.
However, it is significant to note that
overall, all the sub-sectors registered
positive employment growth, with the
exception of Local Government sector,
which registered a negative growth of 0.6
percent. In order to effectively deal with the
high unemployment rate, which is currently
estimated at around 20 percent, it is critical
that the economy’s main employer, the
private sector, should grow much faster
than the other two sectors. The strategies
that are detailed in Chapter 4 are meant to
achieve this objective.

3.77 Table 3.8 captures a contribution of
Parastatals and Private sector by type of
economic activity, as a percentage of total
formal employment. These data need to be
interpreted carefully as they exclude
employment from the Government sectors.
For example, data on agriculture
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employment excludes Government
employees in the agriculture sector.
Nonetheless, the table shows that the
Private and Parastatal sectors make the
highest contribution to national
employment.

3.78 The Commerce sector, on average,
contributed 20.4 percent to national
employment, followed by Manufacturing at
11.2 percent. The Construction sector came
third at 8.1 percent, while the Finance and
Business Services sector came fourth at 7.1
percent (Table 3.8). It is important to note
that, with its high capital intensity, the
Mining sector contributed 21.6 percent to
GDP during NDP 10, while it only
contributed 4.2 percent to formal
employment. The Mining Sector’s direct
contribution to employment is low, partly
because some of the mining sector
employment figures are actually recorded
under non-mining sectors (e.g. health and
education workers). Conversely, the
Manufacturing sector contributed just
below 7 percent of GDP, while contributing
11 percent to formal employment. The
employment potential for this sector is the
main reason why Government occasionally,
lends support to the sector during difficult
times in order to save jobs.



Figure 3.17: Sectoral Contribution to Formal Employment (2009 — 2015)
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3.79 It is significant to note that the GDP while contributing 20.4 percent to
Trade, Hotels and Restaurants Sector formal employment. This makes the sector
(Commerce) contributed 14.3 percent to a key employment creator.

Table 3.8: Parastatal & Private Sector Contribution to Overall Formal Employment by
sub-sector, (%) 2009-2015

2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | Average
Mining 3.3 33| 35| 35| 36| 6.0 6.1 4.2
Construction 6.9 70 69| 70| 7.0] 11.2 10.8 8.1
Commerce (Trade,
Hotels & Restaurants) 19.3 1941 192 19.2 | 19.6 | 23.2 23.2 20.4
Finance & Business
Services 8.2 82| 82| 83| 83| 43 4.3 7.1
Manufacturing 11.2 109 | 10.9| 109 | 11.0| 17.6 6.1 11.2
Agriculture 1.9 19/ 19| 19| 19| 3.1 3.2 2.3
Electricity & Water 0.9 1.0 1.2 1.2 1.4 2.2 2.3 1.5
Transport 3.9 391 38| 39| 40| 64 6.4 4.6
Community Services 2.0 21 21| 21 221 20 2.1 2.1
Education 3.1 30/ 30| 30| 3.0| 49 4.8 3.5
Share of Total Formal
Employment 60.8 60.7 | 60.8 | 61.1 | 61.6| 80.8 69.1 65
Source: Statistics Botswana
380 In order to address the communities and households out of
unemployment problem, an employment poverty. On the basis of experiences from
strategy will be developed during NDP 11. other countries such as Australia, New
The strategy will draw on the experiences Zealand and Mauritius, a successful
of countries which have successfully employment strategy must be multi-
managed to create substantial employment pronged and be supported by various
opportunities, and which have raised sectors of the economy.
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3.81 In addition to the development of an
employment strategy, the Government has
commenced work on the review of the
Revised National Incomes Policy of 2005.
The main aim is to align the policy with the
current level of developments and
international best practices, as well as to
assist the country in dealing with emerging
challenges, such as unemployment,
poverty, and income inequality, and to take
advantage of opportunities posed by
globalisation. The review will further assist
Government in evaluating and revising the
existing policy to improve and develop
appropriate strategies or programmes,
which could address the current high
unemployment rate, especially among the
youth.

POLICY ENVIRONMENT DURING
NDP 10

Macroeconomic Policy

3.82 The macro and microeconomic
developments during NDP 10
implementation have been a major input
into the formulation of NDP 11 growth
strategies. This 1is because, economic
growth requires macroeconomic policy to
be congruent with microeconomic policy.
Similarly, monetary, fiscal and exchange
rate policies should be complementary to
each other. It should be noted that monetary
and fiscal policies affect the level of
aggregate domestic expenditure, while the
exchange rate policy affects the external
sector side of the economy, which feeds
into all the other sectors of the economy;
either directly, or indirectly.

Fiscal Policy

3.83  Fiscal policy can be used to achieve
macroeconomic stability through two
channels that work through Gross Domestic
Final Expenditure. An increase in
Government spending, ceteris paribus, can
stimulate economic growth. Tax reductions
can achieve the same objective through
their effect on increasing purchasing power
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which can, in turn, stimulate production.
Conversely, a decrease in Government
spending or tax increases can contain
excess aggregate demand.

3.84 During the first year of the Plan,
Government departed from its planned
expenditure path, by reducing the
development expenditure by 12.5 percent,
instead of increasing it by 27 percent. This
was done to ensure that its ongoing
projects, which were deemed to have high
returns and pivotal to economic growth,
could be completed. These were projects on
energy, water, roads and airports. As
indicated in Figure 3.8, Government
expenditure to GDP ratio was at its highest
level (51.0 percent) in 2009/2010. Figure
3.11 also shows that this was the beginning
of significant increases in the Government
debt to GDP ratio. This challenging budget
position resulted in the Government net
financial position being negative in the
financial years 2010/2011 to 2012/2013.

3.85 The Government had foreseen this
situation when it stated in the 2009 Budget
Speech that “we must be careful not to
overburden our future economic pathway
with too much debt”. As Government
increased its expenditure, it simultaneously
increased the value added tax from 10
percent to 12 percent in 2010. To further
manage the situation, during the second
year of the Plan, instead of executing a
planned 4.5 percent decrease in
development expenditure, this budget line
was cut by 12.5 percent. Government
proceeded by maintaining an expenditure
pattern that progressively decreased the
Government spending to GDP ratio. As can
be read from Figure 3.8, by 2015/2016 this
ratio was just above 30 percent. The
reduction of the cumulative budget deficit
of P31.9 billion projected in the Plan, to
P8.4 billion, was partly a result of this fiscal
stance that was taken to control
expenditure.



3.86 It can then be concluded that during
NDP 10, fiscal policy was used as an
instrument for stimulating growth, while
containing possible inflationary pressures.

Monetary Policy

3.87 During NDP 10, Bank of Botswana
maintained its medium term inflation
objective range at 3 to 6 percent. However,
the monetary policy performance was
mixed; neither restrictive nor
accommodative. In an accommodative
move, the Bank Rate was reduced several
times during NDP 10, such that by the end
of the Plan period, the commercial banks’
prime lending rates had decreased from
11.5 percent in 2009 to 7.0 percent in 2016.
By reducing borrowing costs, this should
have had a positive bearing on GDP
growth. The level of outstanding Bank of
Botswana Certificates was reduced from
P17.1 billion in 2009 to P7.5 billion by
2016, consistent with the accommodative
monetary policy stance pursued by the
Bank of Botswana in support of economic
recovery and growth. However, the
increase of the commercial bank reserve
requirements from 6.5 percent to 10
percent, to an extent, restricted the banks’
ability to issue loans to the public, thus
reducing the amount of cash in the hands of
the public. This change was followed up by
domestic credit growth falling sharply for
both the business and the household sectors.

3.88 Although Bank of Botswana has
done its best through monetary policy to
create  conducive economic  growth
conditions, the fact that during NDP 10 the
economy grew slowly presents an
important policy challenge. In addition,
inflation levels decreased substantially
during NDP 10, standing at 3 percent in
2016, and yet economic growth prospects
have remained low. These phenomena
suggest the existence of structural problems
within the economy. Through their effect
on inflation expectations, price changes can
affect investment decisions. Low inflation
levels are supposed to encourage more
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investment. Going forward, NDP 11 will
need to trace and establish the link that
exists between monetary policy and
economic growth. Efforts to identify
structural problems that could be limiting
the effect of monetary policy on economic
growth will also be made.

Exchange Rate Policy

3.89 Earlier sections of this chapter have
already established that the external sector
of the Botswana economy did not perform
well during NDP 10. The performance of
the external sector normally depends on the
sector’s competiveness in global markets.
This competitiveness depends on nominal
exchange rates and domestic price relative
to foreign price levels. When the nominal
exchange rate (units of foreign currency per
Pula) increases, other things remaining
constant, the country’s exports become less
competitive since foreigners have to pay
more for them in terms of their currencies.
Conversely, the country’s competitiveness
increases as the nominal exchange rate
decrecases. This means that, the
competiveness of our goods weakened by
the increase of our domestic prices relative
to foreign prices, while the inverse is true.

390 The country’s competiveness is
usually measured through the Real
Effective Exchange Rate (REER), which is
the nominal exchange rate divided by the
relative domestic to foreign prices . A high
nominal exchange rate leads to a high
REER (other things being constant), which
reduces the country’s goods and services
competitiveness in global and domestic
markets. Similarly, an increase in the
country’s prices relative to those of its
trading partners will render its goods less
competitive.

3.91 During NDP 10, the Pula exchange
rate was managed through the use of the
rate of the crawl and the Pula basket of
currencies, which is comprised of the major
currencies: (US dollar, Euro, British pound,
Japanese yen and the Rand). In order to



maintain a stable REER, an adjustment to
the nominal exchange rate would be made
through the crawl rate. For example, in
2009, the rate of crawl of 2.7 percent was
used to depreciate the nominal effective
exchange rate (NEER) to offset the
differential between Botswana’s trading
partners’ inflation and domestic inflation.
Consequently,  despite inflation in
Botswana being higher than that in trading
partners (on average) the REER depreciated
that year by 1.4 percent. After 2010, with
the improving outlook for inflation, smaller
downward rates of crawl = were
implemented, culminating with 0.16
percent rate of crawl in 2013 and 2014.

392 For the period up to 2016,
Botswana’s average annual rate of inflation
was 6.0 percent, while that of its trading
partner countries was 3.6 percent. This
yielded an average inflation differential of
2.4 percent (inflation in Botswana on
average was 2.4 percent higher than that of
its trading partners). This suggests that
some level of competitiveness was lost due
to the rate of crawl not being able to
completely offset the higher inflation rate in
Botswana. From 2009 to 2016, the REER
gradually appreciated by 6.2 percent, a
modest average annual increase of 1.0
percent, which had the effect of reducing
the competitiveness of Botswana exports.

3.93 While it cannot be readily
established what effect the Botswana
exchange rate regime had on the
performance of the external sector of the
economy during NDP 10, efforts will be
made during NDP 11 to identify areas
where the exchange rate has a direct effect
on growth as distinct from the factors
constraining growth arising from the
structural side of the economy.

3.94 It should, however, be noted that a
policy challenge in the case of the
Botswana exchange rate mechanism has
been that, while the rate of crawl has been
generally used to stabilise the REER in
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order to help maintain the international
competitiveness of Botswana producers of
tradable goods and services, it has not been
able to fully stabilise the bilateral exchange
rates of the country’s trading partners when
their cross exchange rates have been
volatile.

Microeconomic Policy
3.95 While the country maintained a
conducive macroeconomic environment to

support economic growth, insufficient
progress ~ was  achieved in  the
microeconomic environment. Botswana

has over the years invested heavily in
infrastructure, but this investment has not
been specifically targeted to production
areas. Admittedly, the structure of the
economy does not make it possible to
acquire the requisite skills and technology
(particularly ICT related technology) to
effectively generate and efficiently utilise
the available infrastructure to bring about
maximum returns to the economy.

3.96 Global competitiveness requires an
environment that enables quick and timely
investment decisions to be taken. Even
though major progress has been made to put
in place an effective facilitative regulatory
framework, the institutional framework is
still at its infancy and this has made it
difficult for the economy to attract Foreign
Direct Investment (FDI). Low FDI limits
the capacity of the economy to grow.

3.97 Human skills are needed to increase
the economy’s production capacity,
productivity and competitiveness in global
markets. Like most developing countries,
Botswana has not been able to sufficiently
produce high levels of skilled and
productive manpower. This is despite the
fact that considerable amounts of resources
have been invested in this area. There
remains a critical need to develop the
human capital and make it more effective
and relevant to the needs of the economy.
This will, in turn, lead to increased
productivity, increased competitiveness



and further employment creation. Access to
human capital development opportunities
also enhances inclusive growth, which in
turn, assists in addressing unemployment
and poverty challenges.

3.98 While Botswana has made great
progress on issues of governance, security
and democracy, resource limitation and
inability to cope with the fast changing
global ICT environment have made it
difficult for the country to use these virtues
to attract FDI to boost overall investment.
To address some of the above challenges, a
number of interventions are proposed, as
part of the proposed strategies of NDP 11
and Vision 2036.

3.99 Vision 2016, whose theme was
“Prosperity for All,” covered a period of
twenty years from 1996 to 2016. It had
seven pillars, namely: An Educated and
Informed  Nation; A  Prosperous,
Productive and Innovative Nation; A
Compassionate, Just and Caring Nation,; A
Safe and Secure Nation; An Open,
Democratic and Accountable Nation; A
Moral and Tolerant Nation; and A United
and  Proud Nation. The National
Development Plan 10 was the last
instalment in the implementation of the
Vision. The Vision 2016 Council,
therefore, carried out a review of the Vision
in 2016. The report covered, amongst
others, achievements, challenges and
lessons learnt from the implementation of
the Vision. These informed the preparation
of Vision 2036 whose theme is “Achieving
Prosperity for All”.

3.100 The main successes under the
Vision 2016 pillars are described below:

e An Educated and Informed Nation-

Botswana has almost achieved universal
access to education, and all school-going
age children have a right to the first ten
years of schooling. There has also been a
significant rise in literacy rates over the
Vision 2016 period in comparison with
other developing countries. In addition,
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there has been notable progress in the
development of print media and radio, as
well as access to the internet.

A Prosperous, Productive and
Innovative Nation- The share of the Non-
Mining sector to GDP improved from 69.5
percent in 1996 to 87.0 percent in 2015.
This indicates that the country made some
efforts in reducing its dependence on the
mining sector.

A Compassionate, Just and Caring
Nation- The proportion of individuals
who were living below Botswana’s
Poverty Datum Line decreased from 30.6
percent in 2002/2003 to 19.3 percent in
2009/2010. The proportion of those living
in abject poverty or below US$1.25 per
day decreased from 23.4 percent in
2002/2003 to 6.4 percent during the same
period. The country also increased
coverage of social protection programmes
to meet the special needs of the vulnerable
members of society during the period.

A Safe and Secure Nation- According to
the World Bank (2015), Botswana is one
of the most secure places in the world and
in Africa. The country was ranked second
in Sub-Saharan Africa after Mauritius in
2015, and 34 out of 162 countries across
the world.

An Open, Democratic and Accountable
Nation- Botswana has sustained a stable
government and multi-party democracy
since independence by holding regular
free and fair elections. The country has
also performed impressively on the World
Bank’s Worldwide Governance Indicators
component of Rule of Law.

A Moral and Tolerant Nation- The
country has consistently observed and
protected human rights and freedom,
which are enshrined in the Constitution.
There has been considerable progress in
terms of gender equality, and the right to
practice one’s faith is respected, amongst
others.

A United and Proud Nation- The
country continued to enjoy social and
political stability anchored on, inter-alia,
respect for other people’ religion,



language and ethnic origin. The country
also improved its performance in various
sporting codes and competed with the best
in the world, and this served as a strong
unifying factor.

3.101 The  challenges that  were
encountered included the following:
declining quality of education, as measured
by pass rates, especially at junior secondary
level; drop in performance at all levels of
the schooling system; the economy
continued to be dominated by mining, due

to slow progress of the economic
diversification drive; high levels of
unemployment, especially among the

youth; poorly targeted and uncoordinated
social protection programmes; increased
incidences of gender based violence and
use of addictive substances; absence of the
freedom of information law, which
compromise transparency; low
participation of women in political
leadership; and a waning of the spirit of
“botho”, which the country has cherished
since independence.

CONCLUSION

3.102 In summary, this review has
established that the economy grew at a
slightly lower rate than the Plan had
targeted. This under-performance is
explained by low growth in Household and
Government Final Expenditure and weak
performance of the external sector. At a
sectoral level, the poor performance of the
mining sector, together with agriculture,
water and electricity, also contributed to the
under-performance. While some sectors
grew faster, their impact on the overall
economic growth was limited on account of
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their low contribution to GDP. The two
sectors that have grown fast, while at the
same time significantly contributing to
GDP were Trade, Hotels and Restaurants
and Banking, Insurance and Business
Services.

3.103 On the policy front, it can be
concluded that, while efforts have been
made to provide a  conducive
macroeconomic  environment  through
monetary, fiscal and exchange rate policies,
the economy, especially the external sector,
has not responded adequately. The focus in
NDP 11 will therefore be to establish the
efficacy of these three policy regimes, and
the extent to which structural problems of
the economy could be undermining their
effect on economic growth.

3.104 Evidently, the continued weak
microeconomic environment contributed to
the overall slow growth of the economy.
Going forward, it will be necessary to pay
particular attention to the microeconomic
policy environment and to ensure that it is
congruent with macroeconomic policies. It
is also important to build the resilience in
the country, to reduce the risk of economic
shock, whether domestic or external.

3.105 The exhaustible nature of diamonds
requires that, if future generations are to
benefit from this resource, some savings
need to be set aside for them now in a well-
defined Fund. Therefore, going forward,
there is need to come up with a fiscal rule
that should specify the percentage of
mineral revenues that should be spent on
capital formation and the percentage that
will be saved for future generations.



CHAPTER 4

MACROECONOMIC STRATEGIES FOR NDP 11

INTRODUCTION

4.1 NDP 11 is aligned to the country’s
Vision 2036 of: “Achieving Prosperity for
AIl”. This is reflected by the fact that the
four Thematic Areas of this Plan, namely:
Economy and Employment,; Sustainable
Environment; Governance, Safety and
Security; and Social Upliftment mirror the
four Pillars of Vision 2036 which are:

Sustainable ~ Economic  Development;
Human — and  Social  Development;
Sustainable Environment, and
Governance, Peace and Security. In

addition to the four Pillars, the Vision has a
number of Key Result Areas (KRAs) that
are also to be realised through the
implementation of NDPs 11, 12, 13, and 14.
The KRAs include: Attainment of high
income country status by 2036; An export-
led and knowledge based economy; An
internationally competitive human
resource; Efficient and environmentally
sustainable management and allocation of
resources; Peace, freedom and progressive
governance; Transparent and accountable
leadership across all sectors; Zero tolerance
for corruption; A moral, upright, tolerant
and inclusive society; and protection of the
most vulnerable members of society.

4.2  The overall strategies for NDP 11,
both at macro and thematic level, are drawn
on the basis of the identified six (6) national
priority areas of: Developing Diversified
Sources of Economic Growth, Human
Capital Development, Social Development;
Sustainable Use of Natural Resources,
Consolidation of Good Governance and
Strengthening of National Security;, and
Implementation of an Effective Monitoring
and Evaluation System. The ultimate goal
of implementing these strategies will be to
address the country’s three main
development challenges of unemployment,
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poverty, and income inequality. Based on
the national priorities aimed at addressing
the development challenges, the overall
theme of NDP 11 is: “Inclusive Growth for
the Realisation of  Sustainable
Employment Creation and Poverty
Eradication.” 1t is through this theme and
the other development plans that will
follow NDP 11, that Botswana will
ultimately achieve the developed country
status as espoused by Vision 2036.

4.3 The macroeconomic strategies
outlined in this chapter address the national
priority on  “Developing  Diversified
Sources of Economic Growth”, while
strategies to address the other priorities are
detailed in the respective thematic chapters,
and the one on monitoring and evaluation.
Strategies to address the national priority of
developing diversified sources of economic
growth will cover both the supply and
demand sides of the economy. The aim of
the supply side measures will be to identify
diversified sources of growth and the use of
the private sector as the main vehicle for
generating  this  inclusive  growth.
Achievement of inclusive growth can be
realised by  pursuing sustainable
development. Sustainable development
addresses inclusiveness both  within
generations and across generations. This is
because sustainable development
encapsulates two key concepts, namely:

e the concept of needs, in particular the
essential needs of the poor, to which
an overriding priority should be given;
and

e the idea of limitations imposed by the
state of technology and social
organisation on the ability of the
environment to meet present and future
needs.



4.4  Some progress has been made in
mainstreaming sustainable development
into national development frameworks of
Botswana in the past. This commitment is
reflected in the range of initiatives that the
country has pursued over many years. The
country is responsible for spearheading
implementation  of the  Gaborone
Declaration for Sustainability in Africa that
was agreed by 10 African Heads of State in
May, 2012. A Secretariat has been
established to support this initiative. Work
on natural capital accounting through the
Wealth Accounting and Valuation of
Ecosystem  Services initiative = was
underway by the end of NDP 10. A draft
National Framework for Sustainable
Development and a draft National Climate
Change Policy were developed during the
same period. The country has also followed
prudent fiscal policies that have made wise
use of revenues from a narrow natural
resource base to develop other sectors such
as tourism, manufacturing and finance and
banking.

4.5  Aspart of the strategy for achieving
the overarching objective of NDP 11, as
well as  encompassing  sustainable
development, a conducive environment to
enable the private sector to successfully
play its role will be created. This will entail
the creation of a regulatory framework that
promotes doing business and thereby giving
the economy some global competitiveness.
Macroeconomic  stability ~ will  also
constitute  part of this  enabling
environment.  Availability of  good
infrastructure and  information and
communication technology (ICT) will also
provide this conducive environment for
growth. Good governance, security and
safety will be catalysts to the growth
process by attracting foreign direct
investment.

4.6 On the demand side of the economy,
inclusive growth will be achieved by
ensuring that there is adequate domestic
demand for goods and services to enable
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growth and the broadening of the economic
base. The growth of an economy’s
aggregate demand has the effect of boosting
business confidence to invest in the
economy thereby generating economic
growth and employment creation. This
notwithstanding, Botswana’s population is
small and that limits the extent to which it
can absorb goods and services from a fast
growing economy. Thus, export expansion
and diversification will be needed as part of
the strategy to grow the economy and create
employment.

4.7 It should, however, be noted that not
all economic growth will be employment
generating, and neither will it be poverty
eradicating. Indeed, Botswana has, in the
past, achieved high growth rates, but did not
succeed in reducing poverty and inequality
to relatively acceptable levels comparable
to that of other middle income countries. To
address these challenges, the planned
strategies for NDP 11 will contribute to
inclusive growth by emphasising poverty

eradication and reduction of income
inequality.

48  While it is true that most
employment generating activities can

significantly address poverty issues, there
also exists a segment of the population that
is not able to be employed due to some
problems of incapacities. Some people
living with disabilities, children, and the
elderly may not be able to take advantage of
available economic opportunities because
of their special circumstances. Therefore, to
achieve inclusive growth, Government will
continue to implement specific social
programmes targeted to such groups.
However, these programmes will continue
to be reviewed and streamlined during NDP
11 in order to ensure their efficiency and
efficacy.

4.9 In recognition of the importance of
implementation in  achieving these
strategies, Government will articulate the
means by which its implementation



capacity will be enhanced during NDP 11
Plan period. Some of the strategies to
address the national priority of developing
diversified sources of economic growth are
outlined in detail below.

STRATEGIES FOR NDP 11

Developing Diversified Sources of
Economic Growth

4.10 NDP 11, like its predecessors,
concerns itself with growing the “national
cake” in a manner that benefits the majority
of the population. Critical to this process
will be the speed at which the economy or
wealth will be grown, together with the
degree of inclusiveness with which it will
grow. However, Botswana is faced with the
dual problem of a trend of declining growth
rates on one hand and low levels of
employment creation on the other, and both
need to be tackled urgently. As a
consequence of these twin problems,
diversified sources of economic growth are
needed. Finding diversified sources of
economic growth, therefore, lies at the heart
of the strategies for this Plan. In addition to
the already existing diversification
initiatives, beneficiation will be taken to a
higher level during NDP 11. By drawing
synergies across sectors, cluster
development will also be used to bring in
new sources of growth. In the same vein,
special economic zones will tap on existing
comparative advantages to broaden sources
of growth. Advantage will be taken of local
natural  resources and  indigenous
knowledge to provide new sources of
growth and employment creation for the
economy. These are elaborated on, in turn,
below.

Beneficiation

4.11 During NDP 11, the Botswana
Government will continue to grow the
economy through mineral beneficiation to
maximise the value addition from minerals
and to promote the development of the
private sector to drive beneficiation. This
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will have a positive impact in generating

employment opportunities. The strategies

for mineral beneficiation are as follows:

e Coal monetisation by implementing a
Coal Road Map, which entails coal for
power generation, coal for exports and
coal to liquids;

e Base metals Dbeneficiation, which
encompasses the identification of suitable
beneficiation projects, e.g., copper, iron,

nickel’ etc., and the creation of an
enabling environment to drive the
identified projects;

e Expansion of the Diamond Beneficiation

beyond cutting and polishing and
introducing alternative/additional
diamond supply;

e Industrial minerals beneficiation will be
promoted to enhance use of locally
available raw materials for construction
materials and dimension stones;

e Growing and sustaining diamond cutting
and polishing through the increase of
rough diamond supply and the
development of Botswana Diamond
Exchange in order to provide a catalyst for
secondary rough trading, polished trading,
space to support diamond business
incubation, set up SMMEs and other
diamond support services;

e Beneficiation of various agricultural
products; and

e Beneficiation of indigenous
products/herbs.

Cluster Development

4.12  Economic diversification will also
be achieved by adopting a cluster-based
agenda focusing on sectors where the
economy has some comparative advantage
such as diamonds, beef, tourism, financial
services, mining, as well as the emerging
areas of education and health services. The
industrial clustering is seen as a key
development tool in facilitating the
development and improving overall
sustainability and competitiveness of key
national sectors, particularly those having a
strong export focus. Cluster development



will be achieved through programmes such o
as Local Economic Development (LED)

FDI projects should bring with them
managerial skills, technology, as well

and the Private Sector Development
Strategy (PSDS). The implementation of
the cluster development strategy will be
reviewed during NDP 11, with a view to
intensifying its implementation across the
identified sectors.

4.13 In addition, the following will be
carried out to promote economic
diversification: development of a diamond
cluster  (security, banking, tourism,
logistics, etc.) by disseminating diamond
information; developing the capacity of the
diamond hub, including branding; and,
increasing the utilisation of ICT to drive
efficiencies and ease of doing business in
Botswana.

Special Economic Zones
4.14 As part of cluster development,
special economic zones will be promoted
during NDP 11 through tax and regulatory
reforms, to enable them to grow the
economy and generate employment. The
initiative is important for promoting both
domestic and foreign direct investments.
These investments will contribute towards
the fast growth of the economy, as well as
the creation of sustainable employment
opportunities. The SEZs will be
implemented in phases, the first phase will
be the development of the area around Sir
Seretse Khama International Airport,
further development of the Fairgrounds
Business Park, and developments in the
Pandamatenga area. To the extent that
Government resources will be involved in
the development o of the SEZs, by way of
tax exemption, the Botswana Government
will ensure that projects under this
dispensation should satisfy the following
criteria:
e They should have strong backward
and forward linkages with other
sectors of the economy so that

maximum economic growth and
employment creation benefits can be
derived.
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as ensuring market access.

Economic Diversification Drive

415 NDP 11 will consolidate the
Economic Diversification Drive (EDD)
strategy’s achievements by implementing
the new Industrial Development Policy
(IDP), whose main aim is to achieve
diversified and sustainable industries, while
ensuring beneficiation of locally available
raw materials. There will be a need to
consolidate on achievements made from the
EDD  strategy by working with
development partners.

Growing the SMMEs and the Informal
Sector

4.16 Income earning opportunities can
be increased through the development of
the informal sector, SMMEs, as well as the
business sector in general. Income earning
opportunities created through this channel
do not only create employment, but also
provide the economy with an inclusive
growth momentum through increased
expenditure. Similarly, wealth creation
(and not wealth dissipation) based on
citizen economic empowerment can also
assist to grow household and business
sector income as well as expenditures,
which, in turn, enable the economy to grow
faster. For example, procurement for
Government mega projects through
unbundling can provide citizens with
income to spend on the economy and thus,
make it grow. Citizen participation in such
projects can also assist them to develop
their skills, as well as improve their access
to technology and better access to world
markets. This will, in a major way, increase
domestic absorptive capacity of the
economy and result in economic growth.

Similarly, SMME development, local
economic development schemes,
beneficiation beyond diamonds, and

development of the agriculture and the
financial sectors, will also increase



economic growth and can also have the
same effect.

4.17 It has actually been proven
worldwide that SMMEs play a major role in
promoting growth and creating
employment  opportunities in  both
developing and developed countries. With
an appropriate enabling environment, the
SMMEs can: create sustainable and
equitable ~ employment  opportunities;
penetrate new markets; expand the
economy in creative and innovative ways;
diversify the economy and enhance
productivity; stimulate investment; and
inculcate an entrepreneurship tradition in an
economy. During NDP 11, Government
will, inter alia, increase its efforts to
facilitate SMME capacity development
through the acquisition of accessible and
affordable new technology and relevant
industry skills  which will facilitate
domestic and global competitiveness;
provide appropriate infrastructure to
support SMMESs participation in local
industry  activities; promote SMME
business to business linkages; promote
business linkages between SMMEs and
large chain stores; and promote the creation
of supply contracts, joint ventures and
partnerships between SMMEs businesses
and foreign companies.

Promoting Local Economic Development
4.18 The concept of Local Economic
Development (LED) is aimed at creating a
conducive local investment climate and the
promotion of both SMMEs and major
industries. Hence, access to external
markets, the attraction of private
investment and the provision of
infrastructure are all integral parts of LED.
The success of LED largely depends on
public, business and NGO partnerships,
with Government acting mainly as a
facilitator.

4.19 In principle, the LED strategy
depends heavily on local initiatives. This
promotes a stronger ownership of, and
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commitment to projects and programmes,
as they will be more relevant to local
resource endowments and the needs of the
concerned local community. NDP 11 will
thus use the LED approach to generate
development and employment creation at
local levels. This approach has a number of
advantages that include the following:
o Facilitates local dialogue;
e Enables people to be proactive;
e Enables local institutions to make better
contribution to development;
o Takes advantage of the comparative
advantage of the locality;
e Enables production firms or entities to
withstand global challenges;
e Facilitates multi-disciplinary approach
to development;
e Promotes local community ownership of
investments;
e Facilitates joint investment decision
making; and
e Enhances an all-inclusive approach to
growth.

Research, Innovation and Development
4.20 The National Policy on Research,
Science, Technology and Innovation
(RSTI) represents Botswana’s commitment
to diversify her economy, attain global
competitiveness, and enhance the quality of
life of Batswana. This is to be achieved
through the development, adaptation and
application of research, innovation, and
technology to produce local products and
services using local resources. Research,
innovation and development will continue
to be critical factors in creating and
sustaining national competitive advantage
and economic growth during NDP 11.

4.21 Given the limited research capacity
in the country, the strategy for NDP 11 will
be to increase investment for quality
research activity and directing it to address
the needs of the economy and industry. It
will also be important for research
institutions to collaborate with their
counterparts in the region. Increased



research activity has the potential to create
new jobs. It is therefore critical that
resources committed to research and
innovation are utilised efficiently in order
to build capacity so as to enhance
competitiveness in a knowledge-based
economy which is critical for economic
diversification.

4.22 Government will encourage
production of local products and services
using local resources and raw materials or
minerals, with the adoption of the
Indigenous Knowledge Systems. This will
require concerted efforts in research,
innovation and development in order to
create and sustain national competitive
advantage in such products. The use of
indigenous knowledge and local products
has the potential to create employment for
the unskilled and semi-skilled segment of
the population and thereby improve their
quality of life. Hence, NDP 11 will continue
to invest in human resources and provide
sustainable research in infrastructure and all
other related areas such as science and
technology.

Sustainable Management of Natural and
Cultural Resources

4.23 A number of policy initiatives are
required in order to make sustainable
development the core cross-cutting issue of
NDP 11. In this context, major programmes
and projects in key sectors such as mining,
agriculture, energy, water, manufacturing
and tourism will be subjected to
sustainability appraisal, planning and
implementation during NDP 11 to ensure
that social, economic and environmental
objectives are maximised and harmonised.

4.24 Prudent management of natural
resources is desirable to ensure the
derivation of maximum benefits through
conservation and equitable distribution of
benefits to the majority of the country’s
population through economic growth and
employment creation. During NDP 11,
focus will be on the strengthening and/or
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development of policies and legislation to
address threats, as well as measures to
enhance the state of the environment.
Specific areas will include land, water,
minerals, energy, biodiversity and cultural
resources, which are key to economic
development.

4.25 Local knowledge that is unique to a
given culture or society, which facilitates
communication and local-level decision-
making in agriculture, health care, food

preparation, education, natural-resource
management, will be harnessed for
economic growth and employment

creation. The value of such resources and
their implication to economic development
should be measured through natural capital
accounting to assess the physical stocks of
such natural resources and their utilisation.
Climate and
Adaptation

4.26 Global climate change will have
implications for economic growth and
employment creation.  Its impact on
weather patterns adversely affects various
economic sectors, such as agriculture and
health. Agriculture, which is one of the key
economic sectors is vulnerable to the
impacts of climate change and so is the
economy’s ability to create further
employment. The strategy for economic
growth and employment creation should
therefore identify areas for intervention in
this sector, through mitigation and
adaptation. NDP 11 strategies for growth
and employment creation will thus focus on
implementing the provisions of such policy.
This will also help address issues under the
strategy of sustainable management of
natural resources, and also relieve pressure
on the social and economic systems.

Change  Mitigation

Domestic Expenditure as a Source for
Growth and Employment Creation

4.27 Onthe demand side of the economy,
the NDP 10 review has demonstrated that
the slow economic growth was partly



caused by low Gross Domestic
Expenditure, particularly arising from
decreasing growth in household final
consumption expenditure. As already
indicated, business confidence to invest in
the economy depends on the available
demand for goods and services. If, for any
reason, aggregate demand is low,
production will be low with the
consequence of low economic growth and
limited employment creation. For example,
the Botswana economy’s limited absorptive
capacity (low aggregate demand) has
resulted 1in substantial amounts of
institutional savings (mainly pension funds)
being invested outside the economy. These
are resources that could have been used to
grow the economy and create employment
if there had been sufficient domestic
demand for goods and services. A strategy
will be developed to attract such resources
for investment locally to grow the economy
and create more employment. Appropriate
programmes and strategies on privatisation,
financial sector reform, and public sector
reforms are needed to boost domestic
demand which will, in turn, entice the
business sector to invest these resources in
the economy. The thrust of the NDP 11
strategies, therefore, will be to increase the
capacity of the economy to spend at levels
that will generate increased economic
growth and employment creation. It is
actually along these lines that the current
Economic Stimulus Programme (ESP) is
premised.

4.28 It is significant to note that, even
though programmes such as those of
SMMEs and informal sector development
work on the supply side of the economy,
they also have second round effects on
economic growth and employment creation
through their boosting effect on aggregate
demand. The more people are employed,
the more spending capacity is generated
and this ends up in increased growth and
more employment creation.
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4.29 Structural rigidities in the economy
can, however, limit the extent to which
increased spending can generate further
economic growth. When the supply side of
the economy is weak, the increase in
expenditure can easily become inflationary,
thereby crippling economic growth. When
such expenditure increases are on
consumptive imports, employment creation
in the economy becomes limited. Similarly,
when increased Government spending is
used to finance low quality projects, growth
opportunities become very limited. NDP 11
will, therefore, focus on the removal of all
the economic structural rigidities that can
limit the growth impetus originating from
increased spending. Increased total factor
productivity,  enhanced = Government
implementation capacity, and strict project
selection criteria will be emphasised.

Export-Led Growth Strategy

4.30 As it has already been noted, export
markets can complement the domestic
market to generate the needed expenditure
for growth and employment creation. The
economic development experience of the
Asian Tigers (Hong Kong, South Korea,
Singapore and Taiwan), as well as that of
China, clearly demonstrates that export-led
growth is critical in realising sustainable
economic growth and creation of
substantial employment opportunities.

4.31 Despite Botswana’s limited
domestic market, the country has access to
regional markets such as the Southern
African Customs Union (SACU) and the
Southern African Development
Community (SADC), as well as
international markets of Europe and the
United States of America through various
protocols, such as the Economic
Partnership Agreement and the African
Growth and Opportunity Act. However, the
country’s external sector performance
continued to face some challenges during
NDP 10, as evidenced by the persistence of
a negative external balance, indicating that



Botswana is a net importer of goods and
services. Chapter 3 has already shown that
the external sector of the Botswana
economy did not perform well during NDP
10. The strategy for NDP 11 is, therefore, to
promote the exports of goods and services,
thus creating jobs in the domestic economy.

4.32 This export-led growth strategy will
draw heavily from the nation’s Industrial
Development Policy, which aims at
expanding the country’s industrial base
through the development of diversified,
sustainable and globally competitive
industries. The country’s success in
pursuing an export-led growth strategy will
depend on its level of competitiveness and
productivity. While the resource-based
industries will depend on available
endowments and the country’s ability to
optimally exploit these resources, the
growth of service-led industries will depend

on their competitiveness and the level of

productivity. In other words,
competitiveness in the regional and global
markets lies at the heart of this strategy,
which depends on the country’s factor
productivity, availability of quality
infrastructure, appropriate human skills and
attitudes among the workforce, and the
existence of a conducive environment for
private sector development. Empirical
evidence shows that productivity and its
alignment with prices is the key to
competitiveness and economic growth,
while better skills, better ideas, and better
ways of doing things are critical to
achieving competitiveness. In order to
address the issue of productivity, the
Government will continue to implement
measures to: improve factor productivity,
especially labour productivity; continue
with structural reforms to improve the
business environment and competitiveness;
and streamline labour relations such as
work ethic, hiring and dismissal procedures,
and employee-employer relationships.

4.33 In order to develop a solid strategy,
a robust and detailed analysis of where the
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country’s comparative advantages lie will
be undertaken. As part of the NDP 11
implementation process, the development
of the strategy will be followed by industry,
sector and company mappings based on a
Strengths, Weaknesses, Opportunities and
Threats (SWOT) analysis. Based on this
SWOT analysis, a roadmap aimed at
closing the gaps between Botswana and its
potential competitors in the global markets
will be drawn, with particular attention to
both resource-based industries and service-
led industries.

4.34 The export-led growth strategy will

draw from the cluster model and will

initially focus on diamonds, cattle, tourism,

mining, finance and other services. The

strategy will have the following benefits, if

successfully implemented:

e Attraction of significant foreign direct
investment;

e QGreater utilisation of capacity because of
the large market;

e Increase in total factor productivity and
the well-being of the citizenry;

e Economies of scale which improves
competitiveness;

e Significant employment generation and
increase in labour productivity;

e Transfer of modern and
technology;

e Reduced pressures on the balance of
payments in the current account;

e Improvement in the allocation of scarce
resources across the economy; and

e A sustainable economic growth process
that will fast track the transition from a
resource-based to an efficiency-based
growth.

evolving

4.35 It should be noted that for the export-
led growth strategy to be successful, it
should be driven by the private sector and
should be supported by, amongst others, an
efficient public service, an investment
friendly regulatory environment, a safe and
secure environment for citizens and
investors, good governance, zero tolerance



for corruption, and sustainable

development policies.

Conducive Environment for the Private
Sector to Grow the Economy and
Employment Creation

436 The Botswana economy has
previously depended on Government
revenues derived from the mining sector.
While progress has been made, over the
years, to reduce the extent of dominance of
the mining sector on the economy, this
sector is still the biggest contributor to both
Government revenues and GDP. The sector
is, however, greatly exposed to global price
fluctuations of commodities, making it less
dependable for growth. Further to that, its
capital intensive nature limits its
employment generating capacity. For this
reason, alternative sources of growth, other
than the Mining sector, have to be found.

4.37 The private sector is generally
believed to be more efficient than the public
sector in allocation of resources to
production. Its profit orientation nature
dictates cost minimisation at a given level
of output, and timely decision making
processes. Being less bureaucratic in its
procedures than the public sector, decisions
are thus taken faster and timeously, making
it more efficient in production. It therefore
stands to reason that the private sector, and
not Government, should drive the growth
and employment creation process in the
economy. Government’s role should be to
create a conducive environment for the
operation of the private sector. The
conducive investment environment needed
for the private sector to operate entails
factors such as: the existence of a highly
productive workforce; availability of good
quality infrastructure; appropriately trained

manpower; stable macro-economic
environment; an efficient regulatory
framework; security of investments;

respect for contracts; good governance in
general; good work ethic among the
workforce; speedy approvals of work and
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residence permits, visas, licenses, and
allocation of serviced land. In what follows
below, a brief situational analysis is first
given and then followed by what needs to
be done to enable the private sector to play
its role of growing the economy and
generating employment.

Regulatory Framework for Doing
Business and Global Competitiveness

4.38 The nature of the existing regulatory
framework can affect the economy’s ability
to attract investment for growth and
employment creation. An overly stringent
framework will discourage investment
while a facilitative one will attract it. The
NDP 10 review has shown that the doing
business  environment and  global
competitiveness in  Botswana  have
continued to be a challenge. Requirements
for starting business are onerous.
Consequently, it takes longer to start a
business in Botswana than it does in other
countries with which Botswana competes
for FDI. As a result, the country has
experienced a decline in the rankings in the
Doing Business (DB) and Global
Competitiveness reports during the first
half of NDP 10. In response to the
declining rankings, the Government
established a Cabinet Committee on Doing
Business and Global Competitiveness to
oversee the work of the National Doing
Business and Global Competitiveness
Committee. The Committee’s mandate,
which will remain in force during NDP 11,
is to coordinate reforms necessary to
improve the ease of doing business and

improve Botswana’s global
competitiveness.
4.39  In order to bolster efforts to improve

the doing business environment, a Doing

Business Reform Roadmap has been

prepared and is being implemented. The

reforms include:

e Introduction of business
deadlines;

registration



e Provision of easy access to cadastral maps
electronically;

e Introduction of risk-based
construction inspections; and

e Introduction of negative listing licensing
system; and,

e Further expansion of the aviation industry
in order to cater for the needs of travellers,
which include continuously lobbying the

on-site

aviation authorities on issues of
liberalisation  of skies and fair
competition.

Governance, Safety and Security

440 Good governance, safety and
security can provide a conducive

environment for growth through their
positive effects on both domestic and
foreign investors. Investors will invest
where property rights are well defined and
clear and there is little risk of loss of
property. In that regard, in NDP 11, the
Government will continue to strengthen and
consolidate the gains made over the years
with respect to good governance.
Appropriate policies will be implemented
in such critical areas as combatting
corruption, respect for the rule of law,
citizen and equal participation in decision
making and promoting transparency and
accountability. In addition, effective policy
measures will be implemented to ensure
that, during NDP 11, the nation will
continue to feel safe and secure by having
confidence in their national security
structures and frameworks, equipped with
the capacity to deal with the emerging
threats. These measures will provide an
environment that will assure investors of
their personal safety, as well as the
protection of their investments.

Infrastructure

4.41 The availability of good quality
infrastructure affects the cost of production
for any undertaking. This naturally affects
the conduciveness of the environment for
creating economic growth and employment
creation. Some of the challenges that were
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identified by the review of NDP 10
implementation are: ageing infrastructure
and a backlog of maintenance; inadequate
production specific infrastructure; and
limited participation by the private sector in
infrastructure development. To address
these, high quality infrastructure will be put
in place as it is one of the key elements that
constitute ~a  conducive  investment
environment. To this end, during NDP 11
implementation, more emphasis will be
placed on infrastructural development in
various sectors of the economy that can
increase the economy’s production capacity
and improve its global competitiveness.
The private sector is expected to play a
major role in infrastructure development
through, for example, provision of
electricity by independent power producers,
which has already commenced. There is
also great potential in the areas of waste
water treatment and re-use, railway
construction, education, health and other
major infrastructure projects. Priority will
also continue to be given to the
maintenance of existing infrastructure
during NDP 11 so as to preserve the
existing infrastructural assets.

4.42 Other efforts to enhance
infrastructural ~ development  include:
increasing the Independent  Power

Producers (IPPs) participation in the energy
market and promoting Public Private
Partnerships in the provision of the
necessary infrastructure for beneficiation
projects.

Information and Communication
Technology

4.43 The challenges that have been
identified include: comparatively high cost
of ICT services, slow implementation of e-
Government programmes, and limited
participation and empowerment of citizens
in the sector. Measures will be put in place
to ensure that ICT will continue to play a
pivotal role in the development and
diversification of the economy. ICT



provides a much needed environment for
the Botswana economy to prosper. For
example, unfettered access and ease of flow
of information through modern technology
will attract big companies into the country,
resulting in job creation and income
generation. The training of ICT personnel
will continue to be accorded priority in
order to enhance the sector’s contribution to
economic and export diversification, as
well as the creation of high quality jobs.

4.44 Botswana will strive to achieve the
goal of universal access to reliable high
speed networks during NDP 11 so as to
improve competitiveness and attractiveness
to domestic and foreign investors, as well as
the general public. Equitable and affordable
access to broadband connectivity and
services will fuel creativity and enable
innovation among  businesses and
individuals by providing a platform that
supports  entrepreneurial advancement,
access to information and services, and
active  citizen participation in the
information society.

ENHANCING IMPLEMENTATION
CAPACITY

4.45 During NDP 11, the Government will
continue to address the problems associated
with delivery of projects in terms of time
and budgets. A number of causal factors
have been identified which include: low
productivity in both the public service and
the private sector; shortage of skilled
manpower, especially in construction
related disciplines; lengthy procurement
processes; delays in the allocation of land,
especially by the land boards; weak project
management systems; and ineffective
monitoring and evaluation systems.

4.46 As a result of the implementation
capacity constraints, a lot of programmes
and projects have suffered long delays and
substantial cost overruns. In addition, a
good number of projects did not meet the
required  specifications and  quality
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standards. As a consequence, their impact
on the lives of Batswana was sub-optimal.
It is clear that continued concerted efforts
will be necessary to ensure that the NDP 11
programmes, projects, initiatives and
policies are implemented efficiently to
achieve inclusive growth.

4.47 The following measures, which are,
by no means exhaustive, should continue to
be implemented with renewed vigour:

e Improving the overall coordination of the
implementation of Government
programmes, initiatives, projects and
policies;

e Using a dedicated unit to undertake mega
projects;

e Re-engineering the tendering and
adjudication processes to ensure speedy
delivery of projects;

e Ensuring adequate supervision of
contractors to avoid cost overruns and
unnecessary delays in project delivery;

e Enforcing the necessary sanctions as per
the contracts with respect to non-
performing contractors across the board,;

e Blacklisting companies that perennially
fail to complete projects on time;

e Implementing the Privatisation Policy as
well as the Public Service Outsourcing
Programme;

e Increasing the use of the Public-Private
Partnerships (PPPs) project delivery
mechanism; and

e Implementing an effective and efficient
national monitoring and evaluation
system.

CONCLUSION

4.48 In summary, it should be noted that
the growth strategies outlined in this
Chapter are consistent with those of the
SADC Regional Indicative Strategic
Development Plan (RISDP), whose main
objective is to deepen regional integration,
with a view to accelerating eradication of
poverty and the attainment of other
economic and non-economic goals. This



chapter has mainly discussed ways and
means of realising “Developing Diversified
Sources of Economic Growth: as a key
priority area for NDP 11”. This is in
recognition of the fact that, lately,
Botswana is faced with twin challenges of
declining economic growth trend and high
unemployment rate. Hence, diversifying the
economic base is fundamental. To this end,
a number of initiatives such as;
beneficiation, cluster development, and
creation of special economic zones strategy
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will be implemented during NDP 11 to
complement the existing economic
diversification initiatives. These initiatives
supported by an overarching, export led
growth strategy and improved conducive
environment, are expected to contribute to
private  sector development. The
development of the private sector is in turn

expected to increase prospects for
employment  creation and  poverty
reduction.



CHAPTER 5

MACROECONOMIC PROJECTIONS FOR NDP 11

INTRODUCTION

5.1  The review of the NDP 10 revealed
that the country continued to face
challenges of unemployment, poverty and
income inequality, despite efforts to
promote inclusive economic growth and
development over the previous Plan
periods.  To this end, strategies for
addressing these challenges are outlined in
Chapter 4 of this document. The execution
of these strategies will, however, require
resources, both financial and human capital.
It is, therefore, imperative to estimate the
resources that are likely to be available
during the Plan period, and ensure their
optimal deployment to achieve the desired
development results.

5.2 This section of NDP 11, therefore,
provides  projections of two key
macroeconomic aggregates; Gross
Domestic Product (GDP) and Government
budget (revenues and expenditure), which
influence each other. The performance of
Government revenues depends on the
growth of the economy which, in turn, is
influenced by Government expenditure. It
is, therefore, important that the projections
of these macroeconomic aggregates,
especially the Government revenues and
expenditures, are robust as they are central
to the development planning process.

53 Whereas Government has better
control on the projection of its expenditure,
forecasting the quantum of revenues that is
likely to be available during the Plan period
is rather difficult, given the country’s
continued dependence on diamonds and
customs and excise receipts, which are
subject to global market forces. To address
the risk associated with the country’s
dependence on diamond revenues, more
efforts to diversify the revenue base will be
pursued during NDP 11, focusing mainly
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on domestic resource mobilisation. At the
same time, there will be strict management
of Government expenditure to ensure that
the limited available resources are deployed
in the best possible way to achieve growth
and economic development.

5.4  The presentation of the GDP
projections is preceded by a brief summary
discussion of how some of the strategies
discussed in Chapter 4 are expected to
impact on growth rates of the different
sectors.

SECTORAL STRATEGIES
UNDERPINNING GDP
PROJECTIONS

5.5 The projection of the amount of
resources that will be available for the Plan
implementation will greatly depend on the
success or failure of the planned strategies.
Success will bring more resources, while
failure will bring less.

Export-Led Growth Strategy

5.6 This strategy, which has already
been outlined in Chapter 4 of the Plan, has
successfully been implemented in a number
of countries across the world and has
enabled those countries to achieve robust
socio-economic growth over extended
periods of time. Its adoption and
implementation in Botswana is expected to
help the country to achieve high and
sustainable levels of growth, which will, in
turn, enable the country to resolutely
confront the various development
challenges. For this strategy to succeed,
there is need for active participation in
economic activities by the private sector. A
successful implementation of this strategy
is expected to contribute to the growth of



sectors such as Manufacturing and Trade,
Hotels and Restaurants.

Infrastructure Development

57 The NDP 11 development
expenditure (inclusive of the Economic
Stimulus Programme) is over P101 billion,
the bulk of which will be used to fund
various infrastructure projects in areas such
as; water, energy, tourism, agriculture,
education and health. In addition, priority
will continue to be given to the maintenance
of existing infrastructure so as to preserve
these national assets. There will also be
investments in infrastructure projects by the
private sector in general, and in particular,
through PPPs. An example of the latter is
the tender that was awarded in 2016 for the
construction of Morupule Units 5 and 6 by
an Independent Power Producer (IPP).
With significant investments planned for
infrastructure development during NDP 11,
it is expected that there will be a positive
impact on the growth of key sectors, such
as; Construction, Agriculture, Mining,
Manufacturing, Water and Electricity,
Trade, Hotels and Restaurants, and
Transport and Communications.
Infrastructure development will facilitate
increased and inclusive beneficiation and
access to these sectors.

Investment in Information and
Communication Technology (ICT)

5.8 The Government has, over the
years, invested heavily in the development
of ICT backbone infrastructure, such as
connection to the East and West Africa
Cable Systems and the rollout of fibre-optic
cables across the country. During NDP 11,
emphasis will be placed on the
development of effective e-services,
broadband connectivity and postal network,
as well as implementation of e-Government
projects. Equitable and affordable access to
broadband connectivity and services will
fuel creativity and enable innovation among
businesses and individuals.
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5.9  Broadband connectivity will enable
the connection of businesses, individuals
and communities, giving them the ability to
harness resources and capabilities across
geographic areas. Connectivity to modern
internet infrastructure will be the conduit to
enable access to the world, and for
Botswana to export her ideas, products and
services to the global market place, thereby
opening opportunities for an export-led
growth. The effective use of ICT will also
boost productivity and growth rates in
technology driven sectors, such as;
Communications, Finance and Business
Services, Trade, Hotels and Restaurants,
Mining and Manufacturing.

Improved Quality of Education and
Training

510 The country has invested
significantly in education and skills
development, with more than 25 percent of
the total annual budgets being allocated to
the education sector over the past two
decades. However, there are still many
challenges within this sector, which
include: inadequate inclusiveness of the
education system; sub-optimal utilisation of
ICT; low transition rates from secondary to
tertiary education; and mismatch between
skills produced by the education system and
the needs of the economy. To address these
challenges, the Ministries of Basic
Education and  Tertiary  Education,
Research, Science and Technology will
implement, amongst others, the recently
approved Education and Training Sector
Strategic Plan (ETSSP), which is expected
to greatly change the human development
landscape by introducing new strategies
and reforms. The planned changes in the
sector include: revision of curricula across
all levels; up-skilling and motivation of
teachers; increasing access to tertiary
education; matching training with industry
needs; retooling of skills in areas that have
been identified as critical to improve the
performance of the economy; and
increasing the utilisation of ICT. These



measures are expected to improve the
quality of graduates, thus contributing
positively to growth in all the key sectors of
the economy. Moreover, improvements in
the quality of education should hasten the
country’s move from a factor-driven to a
knowledge-based economy.

Improvement of Productivity in the
Economy

5.11 One of the problems facing the
country is the decline in total factor
productivity, especially labour
productivity. Growth in labour productivity
in the country, as measured by value added
per person employed, has been declining
over the past two decades. With the positive
relationship  between  total  factor
productivity and economic growth in
Botswana, the failure to effectively address
the issue of low productivity undermines
the country’s ability to operate at its full
potential. As a result, the country’s
ambition of being a high income country
may be difficult to realise in the foreseeable
future. In view of this, the Government will
continue to implement measures during
NDP 11 to improve factor productivity,
especially labour productivity, by: pursuing
structural reforms to improve the business
environment and competitiveness;
removing unnecessary  bureaucratic
procedures; developing and implementing
policies to promote the private sector as an
engine of growth; continuing to implement
human resource management policies that
improve the efficiency of the public
service; and streamlining labour relations
such as work ethic, hiring and dismissal
procedures, and  employee-employer
relationships. Any significant
improvements in productivity in both the
public and private sectors will have salutary
effects on the economic growth and overall
health of the economy.

Research, Innovation and Development

5.12 Empirical evidence has shown that
countries that have been successful in
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achieving high rates of economic growth
adopted and implemented forward looking
policies on research, science, technology
and innovation. In order to address the
current limited research capacity in the
country, the strategy for NDP 11 will be to
increase investment in quality research
activities and to direct those research
activities towards meeting the needs of the
economy and industry. It will also be
important for research institutions to
collaborate with their counterparts in the
region in order to benefit from the resultant
synergies. Increased research activities
have the potential to enhance efforts
towards diversifying the economy through
improved global competitiveness on the
back of high quality products and services.
Planned measures to promote research and
innovation during NDP 11 are therefore
expected to contribute positively to the
growth of all sectors of the economy.

PROJECTIONS UNDER BASE CASE
SCENARIO

GDP Projections

5.13 On the basis of the latest available
data on the economy, as well as the
anticipated impact of the implementation of
the strategies for NDP 11, economic growth
rates were estimated for the entire Plan
period. As captured in both Table 5.1 and
Table 5.3, under the Base Case scenario, it
is projected that, during NDP 11, the
economy will grow at an average rate of 4.4
percent. The domestic economy is
projected to grow at 5.1 percent and 3.2
percent for Optimistic and Pessimistic Case
scenarios, respectively, (Table 5.3). A
summary of the projected sectoral growth
rates is contained in Table 5.1. To capture
the peculiarities and special attributes of
each sector, estimates were done at sub-
sector level and aggregated using
predetermined appropriate sectoral weights
of the economy to produce a national GDP
growth rate for each projected year. For
example, for the agriculture sector,



livestock and crop production sub-sectors
were analysed separately to capture the
impact of animal disease outbreaks such as
foot-and-mouth  disease, unfavourable
weather conditions such as prolonged
droughts and flood incidences.

5.14 What follows below is a summary
of the main assumptions for key sectors that
have the highest impact in driving domestic
economic growth that includes: Mining;

Construction; Trade, Hotels and
Restaurants; Finance, Insurance and
Business  Services;  Transport  and
Communications; Social and Personal

Services; and Manufacturing.

5.15 For the Mining sector, based on the
production level of 20.824 million carats of
diamonds for 2015, it was assumed
production will decrease to 20.746 million
carats in 2016/2017, and remained at that
level during the financial years 2017/2018
and 2018/2019. Thereafter, there will be an
additional one million carats produced
every year for the remainder of the Plan
period.

5.16 Forecasts for the Construction
sector uses trend analysis for the rest of the
Plan period, except for 2017 and 2021,
taking into account the impact of the
Economic Stimulus Programme (ESP) and
other Government policies on the sector.
The sector is forecast to grow by 4.7
percent, and 4.3 percent for 2017 and 2018,
respectively. For the years 2019/2020 and
2020/21, it is expected to grow at 4.0
percent and 3.7 percent, respectively. This
growth falls further to 3.6 percent in
2020/2021, but then recovers to 3.9 percent
by the end of the Plan.

5.17 The growth in the Trade, Hotels and
Restaurants sector, which is dominated by
Hotels & Restaurants and Retail, with
shares of 37.8 percent and 31.5 percent,
respectively, is assumed to grow modestly,
underpinned by the implementation of
Government programmes of Economic
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Diversification Drive, Special Economic
Zones, and the ESP. Such programmes are
expected to contribute to economic
diversification, with strong positive effect
on the performance of the sector.
Furthermore, the sector is expected to
benefit from the expansion of both ICT and
general infrastructure across the country.

5.18 The Finance, Insurance and
Business Services sector, which is
composed of the Business Services sub-
sector at 39.8 percent and Banking sub-
sector at 24.4 percent, is expected to
significantly benefit from ICT
improvements, accelerated land servicing,
as well as human resource development and
productivity improvement programmes.

5.19 The Transport and Communications
sector, whose value added comes mainly
from the Communications sub-sector (39.3
percent), Air travel sub-sector (25.9
percent) and ground traffic sub-sector (21.4
percent), is expected to benefit from
planned programmes such as: railways
freight transportation, especially the re-
introduction of the passenger train service;
road infrastructure development, including
the construction of the Kazungula and
Mohembo bridges, and the resultant
increase in cross-border traffic between
Botswana and its neighbours; and the open
skies  arrangement  following  the
completion of the major airports in Maun
and Kasane. All these are expected to boost
the sector’s growth during NDP 11.

5.20 The Social and Personal Services
sector, which is dominated by Non-profit
Making Institutions Serving Households
(66.4 percent) and Household Business
Enterprises (22.9 percent), is expected to
benefit from continued implementation of
measures to promote the growth of Small,
Medium and Micro Enterprises, as part of
citizen economic empowerment in the
country. Through the ESP, concerted
efforts will be made to advance citizen
economic empowerment and



implementation of local procurement
schemes. A Government policy to reduce
the number of students sponsored to study
abroad also contributes to the expansion of
the provision of education by the private
sector in the country, thus, providing
growth impetus to this sector.

5.21 With regards to the Manufacturing
sector, which comprises mainly: meat and
meat products sub-sector (13.6 percent);
beverage production (11.1 percent); and
“other” group at 54.8 percent, is poised to
benefit from the African Growth and
Opportunity Act, which was extended in
2015 by the Government of the United
States of America. In addition, the sector is
expected to benefit from the intensification
of the implementation of programmes such
as EDD, ESP and diamond beneficiation
activities. The Water and Electricity sector,
which is made up of water supply and
distribution (40 percent) and electricity
generation and distribution (60 percent), is
projected to significantly recover from the

poor performance experienced in NDP 10,
with expected improvements in output at
Morupule B in 2016, increased production
from Solar Photovoltaic power plant (100
MW) in 2017, as well as an additional 300
MW from units 5 and 6 at Morupule B in
2018. These should provide direct growth
impetus to the sector, as well as indirect
positive impact to other sectors during NDP
11.

5.22 Among the sectors expected to
register significant growth rates during
NDP 11 are: Trade, Hotels & Restaurants
sector, with an average of 6.8 percent per
annum; Transport & Communications
sector at 6.0 percent; and Social & Personal
Services sector at 4.6 percent. Slow
growing sectors, on the other hand, include
Agriculture, Mining, General Government
and Manufacturing, which are expected to
register average growth rates of less than
3.0 percent per annum during the Plan
period.

Table 5.1: Real GDP Growth Rate Projections (%): 2017/18-2022/23

Agriculture 1.0 1.0 0.5 0.4 0.5 0.6 0.7
Mining 0.0 1.0 3.8 3.8 4.2 4.1 2.8
Manufacturing 2.7 2.2 2.4 2.5 2.4 2.4 2.4
Water & Electricity 36.1 28.2 21.5 11.7 9.1 4.0 18.4
Construction 4.7 4.3 4.0 3.7 3.6 3.9 4.0
Trade 7.1 7.0 6.9 6.7 6.6 6.5 6.8
Transport 6.2 5.9 6.1 6.0 6.0 6.0 6.0
Finance & Business 39 4.2 4.2 4.1 4.2 4.2 4.1
General 2.7 2.7 2.7 2.7 2.7 2.7 2.7
Government

Social & Personal 49 4.8 43 4.4 4.5 4.6 4.6
Services

Total Value Added 4.1 4.2 4.5 4.5 4.5 4.5 4.4
Adjustment items 4.1 4.2 4.5 4.5 4.5 4.5 4.4
Total GDP 4.1 4.2 4.5 4.5 4.5 4.5 4.4
Non-Mining 4.6 4.6 4.6 4.6 4.6 4.6 4.6
Non-Mining Pvt 5.0 5.0 4.9 4.9 4.9 4.9 4.9
Sector

Source: MFED Projections
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Government Budget Projections

5.23 As part of the Public Finance
Management Reforms, the Medium Term
Fiscal Framework (MTFF) and Medium
Term Expenditure Framework (MTEF)
were adopted in the country’s budgeting
process. MTFF has been used to project
both Government revenues and
expenditures, which are then used in setting
annual budget ceilings and revenue targets.
On the other hand, the MTEF was used to
take into account the impact of changes in
Government policy on fiscal aggregates, as
set out in the National Development Plan
and other policy documents. These
frameworks provide a forecast for three
financial years, as well as aligning of
policies with the budgeting process. Table
5.2 contains the expected revenues and
expenditure during NDP 11.

Government Revenue Forecasts

5.24 During NDP 11, the revenue
structure within the Base Case scenario is
expected to remain relatively unchanged,
dominated by mineral and customs &
excise revenues. However, non-mineral
revenues, excluding customs and excise,
are also expected to grow in line with
growth in non-mining GDP. Among the
major components of the non-mineral
revenues are income tax, value added tax,
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and other revenues and grants. The revenue
projections are based on the latest available
macroeconomic data such as GDP,
inflation, and exchange rates.

5.25 Mineral revenues are assumed to
grow in line with mining sector value
added, while customs and excise revenue
were generated using South African
Treasury forecasts for both customs and
excise pool and historical averages of the
customs and excise revenue/GDP ratio.
Other non-mineral revenues are estimated
as a residual between total non-mineral
revenue and customs and excise revenues.

5.26 At the beginning of NDP 11, total
revenues are estimated to be P52.76 billion
in 2017/2018 and expected to grow at an
average annual rate of 6.7 percent to reach
P70.78 billion by 2022/2023. Total
revenues for the entire Plan period are
expected to reach P365.08 billion. Figure
5.1 shows the projected shares of major
sources of revenues. Mineral revenues are
projected to contribute between 32.0
percent and 36.2 percent of total revenues
during NDP 11, while non-mineral
revenues (customs and excise and others)
will contribute between 63.8 percent and
68.0 percent. Of this, customs and excise
will contribute 26.0 percent.



Table 5.2: NDP 11 Government revenues & Expenditure (P million) at Current Prices

Total revenue 52,763 | 54,753 | 58,363 | 62,125 | 66,299 | 70,775 | 365,078
Mineral Revenue 19,125 | 19,703 | 20,419 | 21,068 | 21,860 | 22,665 | 124,839
Non-Mineral Revenue 33,638 | 35,051 | 37,944 | 41,058 | 44,439 | 48,110 | 240,240
Of which Customs & Excise 13,429 | 13,456 | 14,765 | 16,200 | 17,775 | 19,503 | 95,127
Non-mineral Income Tax | 10,634 11,396 | 12,209 13,071 13,995 14,987 | 76,292

VAT 6,645 7,121 7,661 8,236 8,854 9,519 | 48,035

Other Revenue & Grants 2,930 3,078 3,310 3,550 3,816 4,102 | 20,786

Total Expenditure & Net lending | 59,579 | 62,172 | 62,531 | 61,415 | 59,133 | 59,195 | 364,026
Recurrent spending 40,824 | 42,077 | 43,195 | 44,294 | 45423 | 46,583 | 262,396
Personal Emoluments 18,769 | 19,456 | 20,040 | 20,641 | 21,261 | 21,898 | 122,066
Other Charges 10,111 | 10,357 | 10,668 | 10,988 | 11,317 | 11,657 | 65,097
Grants and Subventions 11,315 11,655 11,830 12,007 12,187 12,370 | 71,364
Interest Payments 629 609 658 658 658 658 3,869
Development Spending 18,882 | 20,188 | 19,168 | 16,901 | 13,692 | 12,575 | 101,406
Net lending -127 -92 168 220 18 37 224
Overall Balance -6,817 | -7,419 | -4,168 710 7,166 | 11,580 1,052
Cumulative deficit -6,817 | -14,236 | -18,404 | -17,694 | -10,528 1,052 1,052
Overall Balance as % GDP 41% | -42% | -2.2% 0.4% 3.3% 5.0% 0.1%

Source: MFED Projections

5.27 Overall, non-mineral revenues will
dominate Government revenues at the ratio
of about 65:35 during the NDP 11 period.
This dominance of non-mineral revenues
over mineral revenues is in line with the
policy of reducing the economy’s heavy
dependence on mineral revenues. With the
customs and excise revenue share being
projected to remain at around 26.0 percent,
non-mineral income tax revenues becomes
an important source for Government
revenues; contributing around 20.9 percent
to total Government revenues. This would
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be achieved through continued measures to
strengthen tax administration such as
simplification and streamlining of tax
collection systems, and the implementation
of cost recovery measures. Even though
customs and excise is projected to remain a
major source of revenue (26.0 percent),
given the uncertainty over the
renegotiations of the SACU revenue
formula, it is important for the country to
continue with efforts to diversify its
revenue base during the Plan period.



Figure 5.1: NDP 11 Projected Shares of Major Sources of Revenues (%)
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Government Expenditure Projections

5.28 Government expenditure is divided
into recurrent and development. Recurrent
expenditure is mainly made up of personal
emoluments. These are determined using a
workforce model which takes into account
the size of the public sector workforce, new
employees, terminations and retirements to
estimate the cost of the workforce every
year. The other major component of
recurrent expenditure is grants and
subventions, which are set to grow by 3.0
percent salary creep as of 2019/2020, plus
recurrent  expenditure  arising  from
development expenditure at 10.0 percent.
Other charges are projected to grow in line
with the forecast inflation rate. Domestic
interest payments are estimated to grow in
line with expected outstanding domestic
debt and the average bond coupon rate.
Similarly, interest payments on external
debt estimated to grow in line with the
expected outstanding external debt and its
interest rate profile, as calculated within the
Debt Recording and Management System.

5.29 The Development expenditure
component covers capital spending aimed
at expanding the production capacity of the
economy. This expenditure is assumed to
grow in line with the forecast inflation rate.
The ESP expenditure, for the first two years
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of the Plan, is incorporated into these
figures.  Whereas  Government  has
attempted to maintain a balance between
recurrent and development expenditure at a
ratio of about 70:30 over the years, the latter
usually suffers when there is adjustment to
be made to control overall expenditure.

530 As shown in Table 5.2, total
expenditure and net lending is expected to
amount to P364.03 billion based on the
Base Case scenario, against a resource
envelope of P365.08 billion during NDP
11. In the first two years of the Plan,
development spending will include ESP.
The Government budget will be in deficit
position during the first three years of the
Plan. However, these deficits will
progressively decrease. A modest surplus
position of P711 million will be achieved in
the 2020/2021 fiscal year, followed by a
relatively significant surplus of P7.2 billion
and P11.6 billion during the final two years
of the Plan, respectively. A small
cumulative surplus of PI1.1 billion is
projected by the end of the Plan. This
suggests that there will be an increased need
for continued vigilance and prudence in
spending, since revenue outturn may turn
out to be lower than forecast during NDP
11.



GDP AND GOVERNMENT
PROJECTIONS UNDER
ALTERNATIVE SCENARIOS

531 While the Base Case scenario
captures what is most likely to happen in
the future given the current economic
outlook, it is possible that the actual outturn
can be better or worse than the envisaged
outcome. The possible occurrence of a
better outturn is normally referred to as the
Optimistic scenario and a worse one is
considered a Pessimistic scenario. GDP and
total revenues projections are undertaken
under Optimistic and Pessimistic scenarios,
and compared to those of the Base Case
scenario.

GDP Projections
5.32 It is significant to note that while
these projections concern themselves with

the NDP 11 period the base is 2016/2017.
The information used to undertake scenario
analysis was based on information provided
by the Department of Mines on the global
diamond market. Under the Pessimistic
scenario, it is assumed that the global
diamond market continues to
underperform, resulting in the high
likelihood that diamond revenues would be
severely affected. The Pessimistic
Scenario assumes a diamond produ