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and employment growth are contingent on further
progress in diversification into more labour-intensive

activities, as well as in combating HIV/AIDS.

Recent Economic Developments

Real GDP growth decelerated to 3.9 per cent in
2005/06, below the 5.7 per cent recorded in the
preceding fiscal year. These overall growth outcomes
reflected divergent trends in the mining and non-
mining sectors. In 2004/05, the mining sector grew by
nearly 7 per cent, this impressive growth rate being
largely due to efficiency gains from the new Damtsha
diamond mine near Orapa, as well as the Phoenix
nickel and Mupane gold mines, while the non-mining
sector grew by 5.1 per cent, held back by the
appreciation of the real exchange rate and slow
implementation of important policy reforms. In
2004/05, however, the growth in the mining sector is
estimated to have slowed to around 2 per cent, while
non-mining growth surged to 5.7 per cent. Real GDP
growth is forecast to decrease slightly to a rate of about
3.5 per cent in 2006/07, owing to slow growth in
mining activities. It is expected, however, that the
recent devaluation of the pula and the introduction of
a crawling peg exchange-rate system will restore the
international competitiveness of the economy;, setting

the stage for the diversification efforts to bear fruit.

Mining accounts for about one-third of GDP,
90 per cent of export earnings and over 45 per cent of
government revenue. Diamonds, in turn, are by far

the most important mining sub-sector, generating

90 per cent of mining exports and 80 per cent of total

CXPOI‘IS.

The share of mining has been declining, however,
from over half of GDP in the late 1980s, with services
filling the gap. Services accounted for 45 per cent of
GDP in 2003/04, led by general government services
at over 16 per cent of GDD, trade and hotels at 12 per

cent and financial services at 12 per cent.

Tourism, although it contributes only 4 per cent
to GDP, is Botswana’s second-largest source of export
earnings after diamonds, and a promising source of
growth and employment, especially in rural areas. In
2004, the government initiated a new tourism policy,
seeking to attract a more diverse range of tourists and
to direct more of the benefits to rural communities. The
listing of two tourism firms, AfriTourism Limited and
Chobe Holdings, on the Botswana Stock Exchange is
indicative of the emergence of Botswana’s tourism
industry. Another firm, Okavango Wilderness Safari,
has been admitted to Botswana’s International Financial
Services Centre. The telecommunications sub-sector also
expanded strongly in 2003/04, with mobile telephone

services growing by over 15 per cent.

Agriculture, which was the largest sector when
Botswana gained independence, now contributes only
2 per cent of GDP. Agricultural production was adversely
affected in 2005 by drought, which hampered

production of food crops.

The manufacturing sector has also performed poorly,

despite the efforts of the Botswana Export Development

Figure 2 - GDP by Sector in 2004 (percentage)
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Figure 3 - Sectoral Contribution to GDP Growth in 2004 (percentage)
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Source: Authors’ estimates based on Bank of Botswana data.

and Investment Agency (BEDIA) to spur diversification. information technology products, the latter including
Manufacturing currently contributes less than 4 percent  electronics, cell phone assembly and related products.
of GDP, well below its 7 per cent share during the

1970s. Manufacturing is largely limited to a narrow Private consumption, private investment and net
range of activities, such as meat products, beer, textiles  exports all contributed to the slowdown in economic

and garments, tannery and leather products, glass and activity in 2004/05. The unplanned increase in the

Table 1 - Demand Composition (percentage of GDP)

1996/97 2001/02 2002/03 2003/04 2004/05(e) 2005/06(p) 2006/07(p)

Gross capital formation 26.0 26.2 29.2 30.0 31.8 32.8 33.3
Public 12.5 11.9 11.1 10.5 11.0 11.0 10.8
Private 13.5 14.3 18.2 19.5 20.8 21.9 22,5
Consumption 56.5 61.9 60.4 62.5 62.6 61.8 61.2
Public 26.6 33.1 33.1 34.3 35.2 35.1 34.8
Private 30.0 28.8 27.2 28.1 27.4 26.7 26.4
External sector 17.5 12.0 10.4 7.5 5.6 5.3 5.5
Exports 55.7 48.8 43.9 39.8 38.7 40.2 40.2
Imports -38.2 -36.8 -33.5 -32.2 -33.1 -34.9 -34.6

Source: IMF data; estimates (e) and projections (p) based on authors’ calculations.
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