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BOTSWANA’S CHANGING ECONOMIC 
LANDSCAPE

Addressing the challenges of 
developing a new, sustainable long-

term growth model



THE STARTING POINT

Botswana is well known for having had many years of rapid and 
successful economic development over the past fifty years.

The model has been mineral-led – primarily diamond-led – and has 
avoided many of the pitfalls that other mineral economies have faced

The model can be described as:

“Well Managed Good Luck”

Diamond resources have been exploited well, as sustainably as can be 
done for a non-renewable resource, with a very high fiscal take for 
government, and resources used for investment in public services, 
infrastructure and human capital.

Botswana managed its First Transformation – from an agrarian, cattle-
based, low income economy to a dynamic, mineral-led middle income 
economy well

But the model is running out of steam…..



ECONOMIC GROWTH – 5 YEAR AVERAGES
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t) Botswana one of the fastest growing 

economies in the world over past 50 years –
but driven by double digit growth to 1990. 
Much slower – and unexceptional – growth 

since

With average real GDP growth of 4% a year, and population growth of 2% a year, it 
would take 35 years to double per capita real incomes



THINKING ABOUT THE ECONOMY…
4 producing sectors: 2 producing exports, 2 producing 
goods & services for domestic consumption

Mining Non-mining 
exports

Domestic 
goods & 
services

Government
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THE MODEL SO FAR….

Much of the period since 
independence has been mineral led 
growth:
 Mining leads GDP growth
 Creates revenues for government, 

which are spent (on wages, salaries, 
infrastructure, supplies etc.)

 Leading to demand for goods and 
services in the domestic economy

This has led to some success in 
diversification

As mining growth has tailed off, the 
momentum created has supported the 
growth of (mostly services) focused on the 
domestic market

We can see this in the changing 
structure of GDP

Mining Exports

Domestic Govt.



A DIVERSIFYING ECONOMY – STRUCTURE 
OF GDP (VALUE ADDED), 1988/9 & 2017 
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Economic diversification has been “successful” in terms of the structure of GDP, but this is not enough



EXPORTS HAVE LAGGED BEHIND….

The pattern of growth has focused 
on mining, government, and the 
domestic market for goods and 
services (e.g. EDD).

Non-mining exports have been 
sluggish (with the partial 
exception of tourism)

Exports have not diversified along 
with the economy

Many people will recognize this 
as symptomatic of Dutch Disease 
– despite many accolades, 
Botswana has not avoided this
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EXPORTS (GOODS & SERVICES): MUCH 
LESS DIVERSIFIED THAN GDP

Copper-
Nickel
6%

Diamonds 
71%

Soda Ash
1%

Meat 
etc.
4%

Textiles 
2%

Other mfrs
6%

Services
10%

Copper-
Nickel
4%

Diamonds*
72%

Gold
0%

Soda 
Ash
1%

Machinery 
& Elec. eq.

3%

Meat 
etc.
2%

Vehicles 
and 
parts 
1%

Other 
mfrs
3%

Services
14%

1992 2016
* excludes aggregated diamonds

Unless exports are also diversified, Botswana will be highly vulnerable to the eventual decline of 
diamonds, and to their lack of growth in the short- to medium-term 



HOW SUSTAINABLE IS THIS MODEL….
Not very…..

The mining sector has not grown for a 
decade

Diamond production has peaked
Copper-nickel production has collapsed
Coal production hasn’t taken off
Other minerals (e.g. uranium) are yet to 
deliver

There are likely to be new mineral 
discoveries, and new mines, in the 
medium term, but will not replicate the 
impact (and profitably) of diamond led 
growth in the1970s and 1980s

What was a virtuous circle in those 
decades can easily become a vicious 
circle, of declining growth as mining 
dynamism fades

Potential risk of fiscal and balance of 
payments crises

Mining Domestic
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FUTURE SUSTAINABLE GROWTH WILL 
LOOK QUITE DIFFERENT….
Where will future growth come 
from?

Government cannot lead growth in 
the long term, without a source of 
revenues (historically, minerqls & 
SACU)

The domestic market for goods and 
services cannot lead growth in the 
long term – too small

The only option is non-mining 
exports, which must replace mining 
exports

This is the challenge of the Second 
Transformation
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MOVING TO BROAD-BASED EXPORT-LED 
GROWTH
We can produce a range of goods & services for export to regional 
and international markets

But this will not be like exporting diamonds
 Given that we had amongst the largest deposits of diamonds in the world, people 

who wanted diamonds had to buy them from Botswana

People who buy manufactured goods, or services such as tourism or 
financial services, can buy them anywhere
 We will have to sell goods and services to people who choose to buy from us when 

they have a choice

We have to compete on the basis of cost and quality (and be better 
than our competitors)



MOVING TO BROAD-BASED EXPORT-LED 
GROWTH
This requires a new focus on:

- productivity

- efficiency

- cost minimization

- competitiveness

These have not been part of our 
economic model to date (not 
relevant for diamonds, 
government, and domestic 
services)

For growth we need investment 
in:
 productive, export-focused activities
 These will generate jobs new sources of 

export earnings, and tax revenues

Investment will be driven by a 
competitive and supportive 
business environment, and 
opportunities for profit

All government policies should be 
viewed, first, through the lens of 
their impact on costs (of 
production) and competitiveness



THE PAST AND THE FUTURE: BOTSWANA MANAGED ITS FIRST 
TRANSFORMATION WELL – WHAT ABOUT THE CHALLENGE OF THE 
SECOND? 

Mineral-led growth

Mineral revenues reinvested, mostly 
quite well

High public investment in education, 
health & infrastructure

Some national savings

Public sector-led economy

Incomes derived from unearned
“mineral rents”

But “eating diamonds” will not lead 
us to be a high income economy

We must earn our incomes by being 
competitive, productive and efficient

Export to survive & grow

Integrate into regional/world 
markets (goods, services, labour & 
capital)

Attract & welcome FDI

Infrastructure to support business

Address productivity & work ethic

No room for complacency: the world 
does not owe us a living

The past – “Well Managed 
Good Luck”

The future – “Compete and 
Thrive” 
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