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In a crisis-ridden Africa Botswana to­
day appears as one of the few buoyant 
economies. Based on huge mineral re­
sources, this expansion has created a 
situation where Botswana exhibits a 
very favourable balance of payments 
situation. In his budget speech in early 
1986, the Finance Minister Peter Mmusi 
reported that in 1985 there had been a 
substantial increase in diamond earn­
ings, with foreign reserves at record lev­
els, a visible trade surplus and an in­
creased balance of payments surplus. 
This boost to the economy was, how­
ever,. mainly the result of the sharp 
depreciation of the pula (BWP) against 
major Western currencies. The Finance 
Minister therefore warned that it would 
be hazardous to plan ahead on the 
assumption that these favourable condi­
tions would last for a long time. This 
situation, by no means unique to Bot­
swana, raises the question to what ex­
tent Botswana's experience can be char­
acterized as a development process con­
taining the seeds of structural change, 
or is just another case of growth without 
development. 

The macro-economic features 
of Botswana 

The start of diamond mining in 1971 
initiated a new era in Botswana's eco­
nomic development. A significant 
switch occurred between agriculture, 
whose share of overall GDP contracted, 
and mining, whose contribution to 
GDP rose spectaculary. Tobie 1 below 
shows this process for the period 1976/ 
77 to 1983/84. 

During this time agriculture declined, 
from 24 per cent of GDP in 1976/77 to 
6 per cent in 1983/84. Mining, on the 
other h�nd, rose from 13 per cent to 32 
per cent over the same period. Similar 
dramatic changes were not found in any 
other sector, although trade recorded a 
modest growth in its share from 18 per 
cent to 23 per cent. Manufacturing and 
general government even declined some­
what. 

Mining's contribution to capital for-

mation is not, on the other hand, par­
ticularly significant apart from a few 
years in the early 1980s as can be seen 
from Tobie 2. Quite common for this 
kind of raw material based economy is 
the important role of the government 
sector for maintaining the investment 
level. 

The 1970s and early 80s was a period 
when Botswana's dependence on min­
ing deepened considerably. This pattern 
is clearly visible when it comes to exter­
nal trade as Table 3 below shows. Dia­
monds clearly dominate with 60 per 
cent of total export value in 1980, rising 
to 71 per cent in 1984. Copper-nickel 
matte accounted for 22 per cent in 1980, 
but fell to 9 per cent in 1984. But still, 
together they account for about 80 per 
cent of Botswana's export trade in value 
terms. 

Botswana's external position is very 
favourable indeed, particulary when 
compared to other African countries. 
Diagram 1 shows the development on 
her current and capital account. 

From the late 70s the overall balance 
improved dramatically, except for a dip 
in 1981, and reached 165 M BWP in 
1984. A major contributing factor was 
the large inflow of private longterm 
capital. 

Botswana's revenue structure clearly 
reflects the dominance of mining in 
general, and diamonds in particular, in 
the national economy. In 1985, 686 M 
BWP came from diamonds (57 OJo) of 
total revenue. 194 M BWP from the 
Southern African Customs Union (16 
0/o) and 109 M BWP from mineral taxes. 
Total revenues reached over 1 G BWP. 1 

Direct mining activities do not con­
stitute an especially important employer 
of labour. Total private/parastatal em­
ployment was 47 500 in 1979 and 70 500 
in 1984. Mining accounted for 13 per 
cent in 1979 (6 300) and 11 per cent in 
1984 (7 500). 2 Available statistics does 
not give any possibility to measure 
employment in other sectors generated 
through their contacts with the mining 
companies. But clearly, backward link-
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ages to, for example, manufacturing and 
electricity and water must be of some 
importance. 

In conclusion then, the present rather 
favourable economic situation of Bot­
swana is the result of a development pro­
cess which started in the mid-1970s. This 
process possesses some very distinct, 
and familiar features: 
• A rapid and unbalanced growth in the
GDP.
• A rapid growth in the contribution of
mining to total GDP.
• A considerable reduction in the re­
lative and absolute contribution of
agriculture to GDP.
• A quickly growing external trade,
fuelled by mining activities.
• A strong growth in government reve­
nues, primarily caused by mining reve­
nues and the Customs Union with the
RSA (SACU).
Can this process be sustained?

Although the economy experienced a 
temporary slump in 1980-82, growth 
resumed from 1982 onwards largely as a 
result of the start of production from 
the new Jwaneng diamond mine. The 
economy also received fuel from the 
depreciation of the pula. These two 
components - the exchange rate of the 
pula and the international minerals 
market - are quite essential when try­
ing to predict the immediate future of a 
mineral economy like Botswana. Pre­
sently Botswana is very dependent upon 
diamond production and international 
diamond prices. Few if any of the other 
economic sectors can be expected to 
contribute anything of significance to 
the general growth of the economy. 

Price movements on the international 
diamond market is of crucial impor­
tance to Botswana. For the coming years 
the Botswana government expects dia­
mond prices to move slowly upwards. 3 

The structure of the international dia­
mond market is, however, complicated 
in the sense that it is more or less com­
pletely controlled by the De Beers 
dominated Central Selling Organisation 
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(CSO), which is in a position to deter­
mine prices. This leaves a country like 
Botswana in a situation where it will 
have very little control over the crucial 
marketing aspects of diamond produc­
tion. A control which would be desired 
as market considerations can easily 
make or break the Botswana economy. 

Thus, with an economic structure 
heavily dependent on the extraction of 
minerals and with very little room for 
manoeuvrability on the international 
market for these minerals, the Botswana 
government is left with few options for 
independent development. The extent to 
which the exploitation of her natural 
resources is controlled by the country 
itself is of course another crucial matter. 
An examination of the structure of the 
mining industry provides some insights 
into this matter. 

Structure of the mineral 
industry of Botswana 

The mining industry in Botswana is 
dominated by three giant foreign com­
panies: AMAX Inc, Anglo American 

Corporation of South Africa Ltd, and 
De Beers Consolidated Mines Ltd. De 
Beers and AAC are virtually the same 
company. Each owns a controlling share 
in the other. These international cor­
porations, primarily South African bas­
ed, virtually control the production of 
Botswana's three key minerals, dia­
monds, copper-nickel matte and coal. 

Each commodity will be dealt with 
separately below. Before that, however, 
it is necessary to outline in some detail 
the mining policy of Botswana and par­
ticularly how the government of Bot­
swana views the role of foreign com­
panies in this very vital sector of the na­
tional economy. 

Mineral policy 

No specific document has been pre­
pared on the mineral policy of the 
government. The document closest to a 
formal statement on the government's 
mineral policy and supporting strategy, 
is the chapter on mineral development 

in the National Development Plan. Ac­
cording to C J Johnson there are five 
different aspects to be considered in the 
Botswana mining policy:4 

• Mineral rights vested in the
government.

All mineral reconnaissance, prospecting 
and mining operations are controlled by 
the Mines and Minerals Act, which stip­
ulates that all rights of ownership of 
minerals are vested in the State. 

In 1967, mineral rights on tribal lands 
were transfered to the government, with 
the exception of common building ma­
terials. However, in the Tribal Territories 
this stipulation may be modified by the 
provisions of the Mineral Rights in Tri­
bal Territories Act. 

Large areas with important mineral 
potentials, were held in private hands. 
The transfer of these rights to the 
government was expedited after the en­
actment in 1972 of a substantial tax on 
privately held mineral rights. 

• The role of the private sector

The private sector is assigned a major 
role in the exploration and development 
of the country's mineral resources. To 
date, the government has been far more 
successful in making large multina­
tionals follow its guidelines and 
polkies, than small local companies. 
Government involvement and monitor­
ing of private sector activities includes: 
equity and board participation; regula­
tion through its Mines and Geological 
Survey Departments; and the use of 
specialized consultants. 

• Mineral exploration

A very efficient concessional system, 
combined with a policy of releasing 
geological information to potential in­
vestors, are the major tools for encour­
aging prospecting. In Botswana there 
are three types of concessions: recon­

naissance permit, prospecting license 

and mining lease. 

A reconnaisance permit can be issued 
to any individual or company. Such a 
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has a capacity of 3.0 million ct, and its 
actual output accounts for about one 
third of Botswana's production. The 
other two combined have a capacity of 
4.8 million ct and accounts for about 
two thirds of total production in the 
country. The three mines have been a 
key factor in the recent economic growth 
of Botswana. The future prospects of 
the country will continue to be intimate-

Table 2 

ly tied to diamond production. 
The history of diamond mining in 

Botswana starts when the first signifi­
cant diamond discovery was made by De 
Beers Prospecting (Pty) Ltd in 1967, 
near a cattle post called Orapa. DEBS­
WANA was formed in 1969 to develop 
these deposits. The mine was initially 
designed to produce 2.5 million carats a 
year and went into production in 1971. 

Gross Capital Formation by type of economic activity 
1979/80-1983/84 (M DWP in current prices) 

1979/80 1980/81 1981/82 1982/83 1983/84 

Agriculture 16.4 13.5 6.1 -20.0 -13.6
Mining 121.9 121.4 107.2 57.2 23.6
Manufacturing 22.3 20.5 18.8 12.7 18.7
Water & electricity 8.2 17.6 22.2 53.8 2.4 
Construction 7.2 12.7 1.4 9.0 5.8 
Trade, hotels 22 20.1 42.3 25.3 18.8 
1tansport 7.2 8.8 19.0 14.2 20.8 
Bank, insurance 20.5 34.1 28.9 26.0 54.0 
Government 78.6 90.1 101.3 123.4 127.5 
Social & personal 
services 6.6 6.0 2.6 2.8 4.3 

GCF 290.9 344.8 349.8 304.4 262.3 

Source: 

Central Statistics Office 

Table 3 

Botswana exports, 1980-1984 
(MBWP) 

Product 1980 1981 1982 1983 1984 

Meat 28.3 63.3 84 80.3 70.2 
Animals 0.1 0.1 0.2 0.2 0.2 
Hides 3.1 4.8 7.5 5.7 12.7 
Diamonds 237.7 141.1 257.1 471 697.1 
Copper/Nickel matte 81 83.4 68.2 66.8 77 
Textiles 15.7 16.8 28.9 33.5 45.6 
Other,goods 25.6 38.4 48.2 49.8 66.3 

Total exports 391.4 347.8 494.2 707.4 969.1 

Source: 

Central Statistics Office 
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Classifying rough gems at the Central 
Selling Organisation (CSO), in London. 

Continued exploration revealed two fur­
ther payable, but smaller pipes, at 
Letlhakane in the vicinity of Ora pa. The 
partners in the company entered into 
negotiations for the exploitation of 
these pipes and also for an expansion of 
the Orapa plant. In 1973 De Beers geo­
logists discovered the Jwaneng pipe. 

The government increased its share­
holding in DEBSWANA from 15 to 50 
per cent in 1975, when preparations for 
expanding Orapa and opening up pro­
duction at Letlhakane started. In 1976 
negotiations were opened up between 
De Beers and the Botswana government 
on Iwaneng. The negotiations were pro­
tacted and reflected the governments 
belief that the original mining agree­
ment should be altered as Orapa had 
proved more profitable than originally 
foreseen. Details of the new agreement 
have not been disclosed, but the net ef­
fect is estimated to have raised the 
governments take, through income tax, 
royalties and dividends, from 50 to 70 
per cent.6 

Letlhakane Stage 1 started produc­
tion in 1977 and Stage 2 in 1980. The 
Orapa expansion was completed in 
1979. Commercial production at Jwa­
neng started in 1982. 7 

Tobie 3 below shows the development 
of mineral production in the country. 

Due to Jwaneng, not only does Bot­
swana's overall output exceed that of 
South Africa in volume, but it also con­
tains a higher proportion of gem dia­
monds. Only 20 per cent of Jwaneng's 
output is estimated to be industrial, 
compared to 50 per cent of Orapa's out­
put. In 1985 DEBSWANA's output ex­
ceeded the combined production from 
De Beers' South African mines, and in 
this year produced 9.7 million carats. 

Consequently, DEBSWANA plays a sig­
nificant role for De Beers' group mines, 
as it contributes about 55 per cent of 
group total output. 8 

The marketing of diamonds interna­
tionally has, as is well known, been the 
prerogative of De Beers Central Selling 

Organisation (CSO). During the latter 
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