
sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 
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Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.
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sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
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 Strategy for Botswana;
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 nism;

(f) Economic and Structural Reforms 
 and;
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Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 
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Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

The state of the economy and the 
outlook for both domestic and external 
economic activity provided scope for an 
accommodative monetary policy to 
support domestic economic activity.  
Notably prospects for low inflation in 
the medium term allowed for significant 
policy accommodation to support 
economic activity in the COVID-19 
environment and during the recovery 
phase. Hence, the Monetary Policy 
Committee (MPC) of Bank of Botswana 
(the Bank) decided to reduce the Bank 
Rate by 50 basis points from 4.75 
percent to 4.25 percent in April 2020. 

This was followed by another 50 basis 
points cut from 4.25 percent to 3.75 
percent in October 2020. The main 
objective of the reduction in the policy 
rate was to ease borrowing costs in the 
economy, stimulate demand and provide 
a sound springboard for future recovery. 

Announcing the MPC decision of the 
October meeting, the Governor of the 
Bank, Mr Moses Pelaelo, observed that 

inflation  was anticipated to remain 
below the Bank’s 3 - 6 percent objective 
range in the short term, mainly due to 
the disinflationary pressures emanating 
from the effects of the COVID-19 
pandemic containment measures on 
both the domestic and global economic 
activity. Inflation averaged 1.8 percent 
in the nine months to September 2020. 
However, the Governor stated that 
inflation was forecast to revert to 
within the objective range in the third 
quarter of 2021, taking into account the 
expected increase in domestic demand 
in response to the accommodative 
monetary conditions and the Govern-
ment Economic Recovery and Transfor-
mation Plan; the envisaged upward 
adjustment in electricity tariffs in 2021; 
the likely increase in international 
commodity prices; as well as the base 
effects associated with the decrease in 
fuel prices in 2020. 

The COVID-19 pandemic and conse-
quent containment measures have 
severely throttled economic activity 

globally and domestically as production, 
supply chains, project implementation 
and provision of goods and services are 
constrained. Similarly, consumption and 
spending are disrupted, hence domestic 
demand pressures and foreign prices 
remain subdued. Consequently, overall 
risks to the inflation outlook are skewed 
to the downside. However, inflation may 
rise above current forecast levels if 
international commodity prices increase 
beyond current projections and in the 
event of upward price pressures 
occasioned by supply constraints due to 
travel restrictions and lockdowns.  

Focusing on the domestic economic 
outlook, the Governor stated that the 
Real Gross Domestic Product (GDP) 
contracted by 4.2 percent in the twelve 
months to June 2020, compared to a 
growth of 3.9 percent in the year to 
June 2019. The decline in output was 
attributable to the contraction in output 
of both the mining and non-mining 
sectors, resulting from the associated 
COVID-19 pandemic containment 
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SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

measures. Mining output contracted by 
18.6 percent compared to a growth of 
1.5 percent in the corresponding period 
ending June 2019, mainly due to weaker 
performance of the diamond, copper, 
soda ash and other mining subsectors. 
Non-mining GDP contracted by 2.6 
percent in the year to June 2020 
compared to a growth of 4.2 percent in 
the corresponding period in 2019. The 
Governor indicated that the decline in 
non-mining GDP was mainly due to 
contractions in output of the trade, 
hotels and restaurants, construction, 
manufacturing and transport and 
communications sectors.  

Projections by the Ministry of Finance 
and Economic Development and the 
International Monetary Fund (IMF) 
suggest a deterioration in economic 
growth for Botswana in 2020. The 
Ministry estimates that the economy 
will decline by 8.9 percent in 2020, down 
from an earlier forecast of a 13.1 
percent contraction, before rebounding 
to growth of 7.7 percent in 2021. The 
International Monetary Fund forecasts 
the domestic economy to contract by 
9.6 percent in 2020 compared to 5.4 
percent as per the April 2020 World 
Economic Outlook, before rebounding to 
a growth of 8.6 percent in 2021. Even 
with the envisaged recovery in 2021, the 
contraction in 2020 equates, approxi-
mately, to a two-year loss of growth in 
output. The disparity in forecasts attest 
to the challenges of making forward 
projections when there is uncertainty 
about the duration of constrained 
economic activity, the resultant adverse 
impact on productive capacity, as well 
as the speed of resumption of produc-
tion and pace of recovery in demand. 

COVID 19 Containment Measures

In addition to the reduction in the Bank 
Rate, the Bank announced other 
measures intended to alleviate the 
adverse impact of COVID-19 on the 
Botswana economy. During the April 
meeting, the MPC reduced the primary 
reserve requirement (PRR) from 5 
percent to 2.5 percent. This injected 
P1.6 billion into the banking system and 

allowed commercial banks to be uncon-
strained in performing financial 
intermediation to support economic 
activity. In addition, the Bank reduced 
the cost of accessing the overnight 
funding facility, Credit Facility, to 
equate it to the Bank Rate from the 
punitive level of Bank Rate plus 6 
percent to alleviate possible pressure on 
bank funding and extending additional 
sources of liquidity. Furthermore, the 
tenure of eligible collateral against 
overnight repo facilities was extended 
to 92 days and the pool of collateral for 
borrowing from the Bank extended to 
include all corporate bonds listed and 
traded on the Botswana Stock Exchange 
(BSE. These measures were meant to 
facilitate unconstrained banking 
support for economic activity and, 
indirectly, foster the development of the 
domestic bond market. Likewise, the 
minimum capital adequacy ratio for 
banks was reduced from 15 percent to 
12.5 percent. The expectation was that 
this should provide capital relief 
amounting to approximately P326 
million for the entire banking industry.  

Furthermore, as decided by His Excel-
lency the President, on advice by the 
Honourable Minister of Finance and 
Economic Development following 
consultation with the Bank, the Bank 
implemented a new annual downward 
rate of crawl of 2.87 percent with effect 
from May 1, 2020 representing a change 
from the current 1.51 percent. This is 
complementary to the reduction in the 
Bank Rate and contributes to further 
easing of real monetary conditions in the 
economy. 

Commercial banks also implemented 
commendable measures such as the 
initiative to offer a package of discre-
tionary cashflow relief to support 
business and retail customers that are 
negatively affected by the Covid-19 
pandemic. These include loan repay-
ment holidays for an initial period of 
three months, restructuring of credit 
and other repayment terms for various 
loan and credit facilities and, also, free 
or discounted prices for digital banking 
channels. The deferral of loan repay-

ments was only intended to provide 
relief to bank customers temporarily 
experiencing cash flow constraints 
during the Covid-19 containment period 
and should not be regarded as debt 
forgiveness. Consistent with the 
contractual obligations of the borrower, 
both the principal amount and interest 
would remain outstanding and interest 
will continue to accrue or accumulate 
increasing the outstanding amount. The 
Bank has initiated the collection of 
related data that should be available to 
inform the potentially evolving policy 
posture and the regulatory responses as 
may be necessary.

During the April MPC meeting, the 
Governor emphasised that notwith-
standing the implementation of the 
foregoing measures, improving total 
factor productivity, structural reforms, 
export competitiveness of domestically 
produced goods and services as well as 
governance arrangements remained 
paramount in promoting sustainable and 
inclusive economic growth. The MPC, 
however, recognised that the 
short-term adverse developments in the 
domestic economy occurred against a 
potentially supportive environment 
including accommodative monetary 
conditions; reforms to further improve 
the business environment; concerted 
efforts by government to mitigate the 
impact of COVID-19; as well as the 
likely impact of the Economic Recovery 
and Transformation Plan. These would 
generally be positive for economic 
activity in the medium term. Even then, 
it is projected that the economy will 
operate below full capacity in both the 
short and medium  

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.

Governor Pelaelo during the MPC media briefing that was held on June 18, 2020

The main objective of the
reduction in the policy
rate was to ease borrowing
costs in the economy,
stimulate demand and
provide a sound
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recovery.
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sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

The state of the economy and the 
outlook for both domestic and external 
economic activity provided scope for an 
accommodative monetary policy to 
support domestic economic activity.  
Notably prospects for low inflation in 
the medium term allowed for significant 
policy accommodation to support 
economic activity in the COVID-19 
environment and during the recovery 
phase. Hence, the Monetary Policy 
Committee (MPC) of Bank of Botswana 
(the Bank) decided to reduce the Bank 
Rate by 50 basis points from 4.75 
percent to 4.25 percent in April 2020. 

This was followed by another 50 basis 
points cut from 4.25 percent to 3.75 
percent in October 2020. The main 
objective of the reduction in the policy 
rate was to ease borrowing costs in the 
economy, stimulate demand and provide 
a sound springboard for future recovery. 

Announcing the MPC decision of the 
October meeting, the Governor of the 
Bank, Mr Moses Pelaelo, observed that 

inflation  was anticipated to remain 
below the Bank’s 3 - 6 percent objective 
range in the short term, mainly due to 
the disinflationary pressures emanating 
from the effects of the COVID-19 
pandemic containment measures on 
both the domestic and global economic 
activity. Inflation averaged 1.8 percent 
in the nine months to September 2020. 
However, the Governor stated that 
inflation was forecast to revert to 
within the objective range in the third 
quarter of 2021, taking into account the 
expected increase in domestic demand 
in response to the accommodative 
monetary conditions and the Govern-
ment Economic Recovery and Transfor-
mation Plan; the envisaged upward 
adjustment in electricity tariffs in 2021; 
the likely increase in international 
commodity prices; as well as the base 
effects associated with the decrease in 
fuel prices in 2020. 

The COVID-19 pandemic and conse-
quent containment measures have 
severely throttled economic activity 

globally and domestically as production, 
supply chains, project implementation 
and provision of goods and services are 
constrained. Similarly, consumption and 
spending are disrupted, hence domestic 
demand pressures and foreign prices 
remain subdued. Consequently, overall 
risks to the inflation outlook are skewed 
to the downside. However, inflation may 
rise above current forecast levels if 
international commodity prices increase 
beyond current projections and in the 
event of upward price pressures 
occasioned by supply constraints due to 
travel restrictions and lockdowns.  

Focusing on the domestic economic 
outlook, the Governor stated that the 
Real Gross Domestic Product (GDP) 
contracted by 4.2 percent in the twelve 
months to June 2020, compared to a 
growth of 3.9 percent in the year to 
June 2019. The decline in output was 
attributable to the contraction in output 
of both the mining and non-mining 
sectors, resulting from the associated 
COVID-19 pandemic containment 
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SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

measures. Mining output contracted by 
18.6 percent compared to a growth of 
1.5 percent in the corresponding period 
ending June 2019, mainly due to weaker 
performance of the diamond, copper, 
soda ash and other mining subsectors. 
Non-mining GDP contracted by 2.6 
percent in the year to June 2020 
compared to a growth of 4.2 percent in 
the corresponding period in 2019. The 
Governor indicated that the decline in 
non-mining GDP was mainly due to 
contractions in output of the trade, 
hotels and restaurants, construction, 
manufacturing and transport and 
communications sectors.  

Projections by the Ministry of Finance 
and Economic Development and the 
International Monetary Fund (IMF) 
suggest a deterioration in economic 
growth for Botswana in 2020. The 
Ministry estimates that the economy 
will decline by 8.9 percent in 2020, down 
from an earlier forecast of a 13.1 
percent contraction, before rebounding 
to growth of 7.7 percent in 2021. The 
International Monetary Fund forecasts 
the domestic economy to contract by 
9.6 percent in 2020 compared to 5.4 
percent as per the April 2020 World 
Economic Outlook, before rebounding to 
a growth of 8.6 percent in 2021. Even 
with the envisaged recovery in 2021, the 
contraction in 2020 equates, approxi-
mately, to a two-year loss of growth in 
output. The disparity in forecasts attest 
to the challenges of making forward 
projections when there is uncertainty 
about the duration of constrained 
economic activity, the resultant adverse 
impact on productive capacity, as well 
as the speed of resumption of produc-
tion and pace of recovery in demand. 

COVID 19 Containment Measures

In addition to the reduction in the Bank 
Rate, the Bank announced other 
measures intended to alleviate the 
adverse impact of COVID-19 on the 
Botswana economy. During the April 
meeting, the MPC reduced the primary 
reserve requirement (PRR) from 5 
percent to 2.5 percent. This injected 
P1.6 billion into the banking system and 

allowed commercial banks to be uncon-
strained in performing financial 
intermediation to support economic 
activity. In addition, the Bank reduced 
the cost of accessing the overnight 
funding facility, Credit Facility, to 
equate it to the Bank Rate from the 
punitive level of Bank Rate plus 6 
percent to alleviate possible pressure on 
bank funding and extending additional 
sources of liquidity. Furthermore, the 
tenure of eligible collateral against 
overnight repo facilities was extended 
to 92 days and the pool of collateral for 
borrowing from the Bank extended to 
include all corporate bonds listed and 
traded on the Botswana Stock Exchange 
(BSE. These measures were meant to 
facilitate unconstrained banking 
support for economic activity and, 
indirectly, foster the development of the 
domestic bond market. Likewise, the 
minimum capital adequacy ratio for 
banks was reduced from 15 percent to 
12.5 percent. The expectation was that 
this should provide capital relief 
amounting to approximately P326 
million for the entire banking industry.  

Furthermore, as decided by His Excel-
lency the President, on advice by the 
Honourable Minister of Finance and 
Economic Development following 
consultation with the Bank, the Bank 
implemented a new annual downward 
rate of crawl of 2.87 percent with effect 
from May 1, 2020 representing a change 
from the current 1.51 percent. This is 
complementary to the reduction in the 
Bank Rate and contributes to further 
easing of real monetary conditions in the 
economy. 

Commercial banks also implemented 
commendable measures such as the 
initiative to offer a package of discre-
tionary cashflow relief to support 
business and retail customers that are 
negatively affected by the Covid-19 
pandemic. These include loan repay-
ment holidays for an initial period of 
three months, restructuring of credit 
and other repayment terms for various 
loan and credit facilities and, also, free 
or discounted prices for digital banking 
channels. The deferral of loan repay-

ments was only intended to provide 
relief to bank customers temporarily 
experiencing cash flow constraints 
during the Covid-19 containment period 
and should not be regarded as debt 
forgiveness. Consistent with the 
contractual obligations of the borrower, 
both the principal amount and interest 
would remain outstanding and interest 
will continue to accrue or accumulate 
increasing the outstanding amount. The 
Bank has initiated the collection of 
related data that should be available to 
inform the potentially evolving policy 
posture and the regulatory responses as 
may be necessary.

During the April MPC meeting, the 
Governor emphasised that notwith-
standing the implementation of the 
foregoing measures, improving total 
factor productivity, structural reforms, 
export competitiveness of domestically 
produced goods and services as well as 
governance arrangements remained 
paramount in promoting sustainable and 
inclusive economic growth. The MPC, 
however, recognised that the 
short-term adverse developments in the 
domestic economy occurred against a 
potentially supportive environment 
including accommodative monetary 
conditions; reforms to further improve 
the business environment; concerted 
efforts by government to mitigate the 
impact of COVID-19; as well as the 
likely impact of the Economic Recovery 
and Transformation Plan. These would 
generally be positive for economic 
activity in the medium term. Even then, 
it is projected that the economy will 
operate below full capacity in both the 
short and medium  

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

2020 Monetary Policy Statement Launch

5

On February 25, 2020, the Bank launched the 2020 Monetary Policy Statement (MPS), which 
the Governor, Moses Pelaelo presented to the Minister of Finance and Economic 
Development, Dr Thapelo Matsheka.

The launch and dissemination of the 
Monetary Policy Statement are key 
elements of good governance, transpar-
ency and accountability in the formula-
tion and implementation of monetary 
policy. In his presentation, the Governor 
stated that this is intended to promote 
an understanding of the monetary policy 
framework and its objectives.  It is also 
to guide the public’s inflation expecta-
tions towards convergence with the 
Bank’s inflation objective; enhancing 
prospects for sustained maintenance of 
low, stable and predictable inflation. 
Specifically, the Bank uses the Mone-
tary Policy Statement as an instrument 
to report on the inflation trajectory and 
policy performance in the past year; to 
outline and convey its prognosis of 
economic and other policy develop-
ments going forward; and, in turn, the 
prospective monetary policy response in 
the ensuing year. 
 
 The Governor went on to state that, the 
objective of the Bank’s monetary policy 
was to achieve price stability, defined as 
a low, stable and predictable level of 
inflation within 3 – 6 percent, in the 
medium term.  Monetary policy formula-
tion was also aligned to safeguarding 
the stability of the financial system.  In 
this regard, price stability, as well as 

conducive monetary and financial condi-
tions foster mobilisation of savings, 
productive investment, prudent alloca-
tion of credit and international competi-
tiveness of domestic firms.  In turn, a 
sound and stable financial system is 
critical for effective transmission of 
monetary policy signals, facilitating the 
flow of funds and liquidity, as well as 
risk mitigation in support of economic 
activity.  Overall, the conduct of mone-
tary policy and attention to financial 
stability support the national objectives 
of employment creation and sustainable 
economic growth. Price and financial 
stability also help to preserve the value 
of incomes and long-term savings, 
especially for low income earners and 
pensioners, with less opportunity or 
wherewithal to protect their incomes or 
generate wealth by other means.
 
The Governor further stated that, 
Global GDP growth declined to an 
estimated 2.9 percent in 2019 
compared to 3.6 percent in 2018.  The 
slowdown was widespread across 
countries and regions.  Global economic 
performance and sentiments were 
negatively affected by trade tensions 
between the US and China, as well as 
uncertain prospects for Brexit.  In the 
circumstances, global inflation eased 

from 3.6 percent in 2018 to 3.4 percent 
in 2019.
 
The domestic output expansion was 
estimated at 3.7 percent in the twelve 
months to September 2019, compared 
to 5 percent in the year to September 
2018. Growth in non-mining GDP also 
slowed, from 5.1 percent in the year to 
September 2018 to 4 percent in the 
corresponding period ending September 
2019. “The current projections suggest 
that domestic inflation will, in the short 
term, revert to and remain within the 
Bank’s medium-term objective range of 
3 – 6 percent,” said the Governor 
highlighting the continuing success in 
containing inflation in that range by the 
Bank.
 
The Governor went on to state that, the 
economy continued to operate below 
potential.  Government expenditure 
grew by 15.4 percent in 2019 compared 
to an increase of 6.6 percent in the prior 
year. Within this, personal emoluments 
rose by 14.4 percent, following the April 
2019 public sector salary increase, and 
this would have been replicated by other 
major employers.  Nevertheless, the 
impact on inflation was muted.  The 
Governor stated that, there was signifi-
cant externalisation of spending by both 

BoB Governor, Moses Pelaelo handing over the Monetary 
Policy Statement to the Minister of Finance
and Economic Development, Dr. Thapelo Matsheka

Governor Moses Pelaelo interacting with guests during 
the launch of the Monetary Policy Statement

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

government and the private sector, 
including ready availability of imports, 
hence moderate impact of increased 
government expenditure and wages on 
domestic prices.  He went on to highlight 
that the short-term impact of govern-
ment spending on domestic demand 
was moderated to the extent that a 
significant component involved 
infrastructure and capacity develop-
ment.  For Botswana, this type of spend-
ing tends to be import intensive. There-
fore, the economic benefits of such 
public investments were derived in the 
medium to long term.  
 
When presenting on commercial banks, 
the Governor stated that growth in 
commercial bank credit, eased margin-
ally from 7.7 percent in 2018 to 7.6 
percent in 2019, driven by a deceleration 
in lending to businesses, from 10 
percent growth in 2018 to a contraction 
of 1.7 percent in 2019.  For households, 
annual credit growth increased from 6.2 
percent in 2018 to 13.8 percent in 2019, 
in the context of the increase in public 
sector wages.  Likewise, faster growth 
was recorded for personal loans, while 
the increase in mortgage loans was 
smaller in 2019 compared to 2018.  
Overall, the rate of credit growth 
continued to be supportive of economic 
activity, with minimal risk to financial 
stability. Looking at the crawling band 
exchange rate, the Governor noted that, 
the  policy has served the country well 
and will continue to complement mone-
tary policy. He stated that this bodes 
well for maintenance of international 
competitiveness of domestic industries 
and macroeconomic stability.
 
The Governor highlighted that, for its 
part, the Bank continued to conduct 
monetary policy through a 
forecast-based policy framework, and 
that informed the response to devia-
tions of inflation from the objective 
range, in a forward-looking manner.  The 
analysis also involved assessment of 
divergence of actual output from poten-
tial output (the output gap), a primary 
indicator of the direction of future 
inflation. 
 
In 2019, monetary policy was conduct-
ed in an environment of below-trend 
economic activity and a favourable 
medium-term inflation outlook; there-
fore, providing scope for maintaining an 
accommodative monetary policy stance 

in support of stronger output growth. 
Hence, the Bank Rate was reduced by 25 
basis points, from 5 percent to 4.75 
percent in August 2019.  Consequently, 
the prime lending rate of commercial 
banks declined from 6.5 percent to 6.25 
percent.  Deposit interest rates general-
ly increased despite the high levels of 
market liquidity.  The increase in market 
liquidity that needed to be sterilised 
resulted in outstanding Bank of Botswa-
na Certificates (BoBCs) of P8.6 billion in 
December 2019, an increase from P8.2 
billion in December 2018. BoBC yields 
decreased following the reduction of 
the Bank Rate.
 
The Governor emphasized that the Bank 
continuously evaluated monetary policy 
framework for effectiveness and, 
where appropriate, made changes.  In 
this regard, in 2019, the Bank introduced 
the 7-day BoBC as the main instrument 
for conducting monetary operations, 
replacing the then 14-day paper, 
together with what is called ‘reserves 
averaging’ in the determination of the 
Primary Reserves Requirement for 
banks.  This was with a view to improv-
ing the efficiency of liquidity manage-
ment and policy transmission.  Both 
measures were welcomed by the 
market, with a positive effect as expect-
ed; that is, better liquidity management 
by both the Bank and commercial banks.  
Over time this is expected to reduce 
demand for excess reserves held for 
precautionary purposes; therefore, 
freeing up additional resources for 
productive lending by banks.
 
The Governor further presented on the 
Financial Stability Council (FSC), whose 
primary mandate is to coordinate 
macro-prudential policy analysis and 
respond to threats to financial stability, 
launched in February 2019.  The FSC 
comprises the Ministry of Finance and 
Economic Development, Bank of 
Botswana, Non-Bank Financial Institu-
tions Regulatory Authority and the 
Financial Intelligence Agency.  The 
Governor stated that the FSC achieved 
three important milestones; firstly, the 
publication of the maiden Financial 
Stability Report in September 2019; 
secondly, adoption of macroprudential 
policy framework for Botswana and 
thirdly, initiation of consultations on 
prospects for establishing a Deposit 
Protection Fund.    The continuing 
success in achieving price and financial 

stability, to which the Bank remains 
fully committed is expected, in the end, 
to involve the cooperation of all key 
players in the economy, including 
Government, parastatals and the 
private sector.
 
In his conclusion, the Governor stated 
that, monetary and fiscal policies were 
expansionary for longer, immediate and 
effective implementation of transfor-
mation initiatives and structural 
reforms (so-called policy rotation) 
would raise prospects for faster growth 
and economic diversification, needed to 
attain high-income status within the 
Vision 2036 period. In as much as prices 
mattered, ultimately, total factor 
productivity, global competitiveness of 
domestically produced goods and 
services as well as innovation and 
environmentally sound policies were 
critical for greater prosperity and social 
well-being of the economy.
 
The launch was attended by, among 
others, Cabinet Ministers, Leader of 
Opposition, Members of Parliament, 
Heads of Diplomatic Missions and Inter-
national Organisations, Permanent 
Secretaries of various Government 
Ministries, Heads of both Financial and 
Non-Financial Institutions, Media 
Representatives, and Bank Executive 
Management and Board Members.

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

The launch and dissemination of the 
Monetary Policy Statement are key 
elements of good governance, transpar-
ency and accountability in the formula-
tion and implementation of monetary 
policy. In his presentation, the Governor 
stated that this is intended to promote 
an understanding of the monetary policy 
framework and its objectives.  It is also 
to guide the public’s inflation expecta-
tions towards convergence with the 
Bank’s inflation objective; enhancing 
prospects for sustained maintenance of 
low, stable and predictable inflation. 
Specifically, the Bank uses the Mone-
tary Policy Statement as an instrument 
to report on the inflation trajectory and 
policy performance in the past year; to 
outline and convey its prognosis of 
economic and other policy develop-
ments going forward; and, in turn, the 
prospective monetary policy response in 
the ensuing year. 
 
 The Governor went on to state that, the 
objective of the Bank’s monetary policy 
was to achieve price stability, defined as 
a low, stable and predictable level of 
inflation within 3 – 6 percent, in the 
medium term.  Monetary policy formula-
tion was also aligned to safeguarding 
the stability of the financial system.  In 
this regard, price stability, as well as 

conducive monetary and financial condi-
tions foster mobilisation of savings, 
productive investment, prudent alloca-
tion of credit and international competi-
tiveness of domestic firms.  In turn, a 
sound and stable financial system is 
critical for effective transmission of 
monetary policy signals, facilitating the 
flow of funds and liquidity, as well as 
risk mitigation in support of economic 
activity.  Overall, the conduct of mone-
tary policy and attention to financial 
stability support the national objectives 
of employment creation and sustainable 
economic growth. Price and financial 
stability also help to preserve the value 
of incomes and long-term savings, 
especially for low income earners and 
pensioners, with less opportunity or 
wherewithal to protect their incomes or 
generate wealth by other means.
 
The Governor further stated that, 
Global GDP growth declined to an 
estimated 2.9 percent in 2019 
compared to 3.6 percent in 2018.  The 
slowdown was widespread across 
countries and regions.  Global economic 
performance and sentiments were 
negatively affected by trade tensions 
between the US and China, as well as 
uncertain prospects for Brexit.  In the 
circumstances, global inflation eased 

from 3.6 percent in 2018 to 3.4 percent 
in 2019.
 
The domestic output expansion was 
estimated at 3.7 percent in the twelve 
months to September 2019, compared 
to 5 percent in the year to September 
2018. Growth in non-mining GDP also 
slowed, from 5.1 percent in the year to 
September 2018 to 4 percent in the 
corresponding period ending September 
2019. “The current projections suggest 
that domestic inflation will, in the short 
term, revert to and remain within the 
Bank’s medium-term objective range of 
3 – 6 percent,” said the Governor 
highlighting the continuing success in 
containing inflation in that range by the 
Bank.
 
The Governor went on to state that, the 
economy continued to operate below 
potential.  Government expenditure 
grew by 15.4 percent in 2019 compared 
to an increase of 6.6 percent in the prior 
year. Within this, personal emoluments 
rose by 14.4 percent, following the April 
2019 public sector salary increase, and 
this would have been replicated by other 
major employers.  Nevertheless, the 
impact on inflation was muted.  The 
Governor stated that, there was signifi-
cant externalisation of spending by both 
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Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

government and the private sector, 
including ready availability of imports, 
hence moderate impact of increased 
government expenditure and wages on 
domestic prices.  He went on to highlight 
that the short-term impact of govern-
ment spending on domestic demand 
was moderated to the extent that a 
significant component involved 
infrastructure and capacity develop-
ment.  For Botswana, this type of spend-
ing tends to be import intensive. There-
fore, the economic benefits of such 
public investments were derived in the 
medium to long term.  
 
When presenting on commercial banks, 
the Governor stated that growth in 
commercial bank credit, eased margin-
ally from 7.7 percent in 2018 to 7.6 
percent in 2019, driven by a deceleration 
in lending to businesses, from 10 
percent growth in 2018 to a contraction 
of 1.7 percent in 2019.  For households, 
annual credit growth increased from 6.2 
percent in 2018 to 13.8 percent in 2019, 
in the context of the increase in public 
sector wages.  Likewise, faster growth 
was recorded for personal loans, while 
the increase in mortgage loans was 
smaller in 2019 compared to 2018.  
Overall, the rate of credit growth 
continued to be supportive of economic 
activity, with minimal risk to financial 
stability. Looking at the crawling band 
exchange rate, the Governor noted that, 
the  policy has served the country well 
and will continue to complement mone-
tary policy. He stated that this bodes 
well for maintenance of international 
competitiveness of domestic industries 
and macroeconomic stability.
 
The Governor highlighted that, for its 
part, the Bank continued to conduct 
monetary policy through a 
forecast-based policy framework, and 
that informed the response to devia-
tions of inflation from the objective 
range, in a forward-looking manner.  The 
analysis also involved assessment of 
divergence of actual output from poten-
tial output (the output gap), a primary 
indicator of the direction of future 
inflation. 
 
In 2019, monetary policy was conduct-
ed in an environment of below-trend 
economic activity and a favourable 
medium-term inflation outlook; there-
fore, providing scope for maintaining an 
accommodative monetary policy stance 

in support of stronger output growth. 
Hence, the Bank Rate was reduced by 25 
basis points, from 5 percent to 4.75 
percent in August 2019.  Consequently, 
the prime lending rate of commercial 
banks declined from 6.5 percent to 6.25 
percent.  Deposit interest rates general-
ly increased despite the high levels of 
market liquidity.  The increase in market 
liquidity that needed to be sterilised 
resulted in outstanding Bank of Botswa-
na Certificates (BoBCs) of P8.6 billion in 
December 2019, an increase from P8.2 
billion in December 2018. BoBC yields 
decreased following the reduction of 
the Bank Rate.
 
The Governor emphasized that the Bank 
continuously evaluated monetary policy 
framework for effectiveness and, 
where appropriate, made changes.  In 
this regard, in 2019, the Bank introduced 
the 7-day BoBC as the main instrument 
for conducting monetary operations, 
replacing the then 14-day paper, 
together with what is called ‘reserves 
averaging’ in the determination of the 
Primary Reserves Requirement for 
banks.  This was with a view to improv-
ing the efficiency of liquidity manage-
ment and policy transmission.  Both 
measures were welcomed by the 
market, with a positive effect as expect-
ed; that is, better liquidity management 
by both the Bank and commercial banks.  
Over time this is expected to reduce 
demand for excess reserves held for 
precautionary purposes; therefore, 
freeing up additional resources for 
productive lending by banks.
 
The Governor further presented on the 
Financial Stability Council (FSC), whose 
primary mandate is to coordinate 
macro-prudential policy analysis and 
respond to threats to financial stability, 
launched in February 2019.  The FSC 
comprises the Ministry of Finance and 
Economic Development, Bank of 
Botswana, Non-Bank Financial Institu-
tions Regulatory Authority and the 
Financial Intelligence Agency.  The 
Governor stated that the FSC achieved 
three important milestones; firstly, the 
publication of the maiden Financial 
Stability Report in September 2019; 
secondly, adoption of macroprudential 
policy framework for Botswana and 
thirdly, initiation of consultations on 
prospects for establishing a Deposit 
Protection Fund.    The continuing 
success in achieving price and financial 

stability, to which the Bank remains 
fully committed is expected, in the end, 
to involve the cooperation of all key 
players in the economy, including 
Government, parastatals and the 
private sector.
 
In his conclusion, the Governor stated 
that, monetary and fiscal policies were 
expansionary for longer, immediate and 
effective implementation of transfor-
mation initiatives and structural 
reforms (so-called policy rotation) 
would raise prospects for faster growth 
and economic diversification, needed to 
attain high-income status within the 
Vision 2036 period. In as much as prices 
mattered, ultimately, total factor 
productivity, global competitiveness of 
domestically produced goods and 
services as well as innovation and 
environmentally sound policies were 
critical for greater prosperity and social 
well-being of the economy.
 
The launch was attended by, among 
others, Cabinet Ministers, Leader of 
Opposition, Members of Parliament, 
Heads of Diplomatic Missions and Inter-
national Organisations, Permanent 
Secretaries of various Government 
Ministries, Heads of both Financial and 
Non-Financial Institutions, Media 
Representatives, and Bank Executive 
Management and Board Members.

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

These economic briefings provide the 
Bank with an opportunity to share a 
comprehensive analysis and assess-
ment of the country’s economic perfor-
mance and outlook through an analysis 
and assessment of key economic indica-
tors. Stakeholders were briefed on the 
Bank’s operations and performance in 
2019, performance of the Botswana 
economy in 2019, as well as highlights 
of the theme chapter of the 2019 
Annual Report titled “Central Bank 
Governance and Functions in Pursuit of 
Price and Financial Stability”. 
 

Bank’s Operations and Perfor-
mance in 2019

The Bank was reported to have 
performed better in 2019, with a net 
income of P6.9 billion compared to P2.9 
billion recorded in 2018. The banking 
industry was reported to be sound, 
solvent, liquid and profitable, with the 
banking sector’s total assets increasing 
from P91.3 billion in December 2018 to 
P98.7 billion at December 31, 2019.
 
Performance of the Botswana 
Economy in 2019

Economic growth was reported to have 

slowed in 2019, with Real GDP growth 
of 3 percent, compared to a faster 
expansion of 4.5 percent in 2018. The 
lower increase in output was attribut-
able to contraction in mining output and 
deceleration in output growth of the 
non-mining sector. Mining output 
contracted by 3.9 percent in 2019, 
compared to a growth of 7.6 percent in 
2018, mainly due to weaker perfor-
mance of the diamond, soda ash, copper 
and coal subsectors. In 2019, overall 
global demand for rough diamonds was 
adversely affected by the trade tension 
between the US and China, as well as 
mass protests in Hong Kong. Copper 
output contracted by 100 percent 
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2020 Bank
of Botswana
Economic
Briefings
As a tradition, following the 
publication of the Bank’s 2019 
Annual Report, the Bank conduct-
ed the 2020 economic briefings 
for stakeholders. However, due to 
COVID-19 disruptions, this year’s 
briefings were only limited to two 
stakeholder communities.
 
The first briefing was for His 
Excellency the President, Dr 
Mokgweetsi E. K. Masisi and 
Cabinet Ministers, which was 
held on June 23, 2020 and the 
second was for Media Represen-
tatives, held on July 14, 2020. In 
both briefings the Governor 
delivered opening remarks 
followed by various presenters 
and closed with question and 
answer session. Left to right - Deputy Governors Dr kealeboga Masalila, Mr Andrew Motsomi and 

General Counsel Ms Ewetse Rakhudu protocoling Cabinet during the Economic
Briefing for Cabinet.

BoB Governor, Moses Pelaelo and Deputy Governor, Dr Kealeboga Masalila during 
question and answer session during Economic Briefing for the Media

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

following cessation of production at the 
Mowana Mine in November 2018. Coal 
output decreased due to lower demand 
at Morupule B power station, which was 
operating below capacity, with one of 
the units placed under care and mainte-
nance in the third quarter of 2019.
 
The Ministry of Finance and Economic 
Development had projected real GDP to 
contract by 8.9 percent in 2020, largely 
due to the anticipated negative impact 
of containment measures against 
COVID-19, before rebounding to 7.7 
percent in 2021. The decline was 
attributed to a sharp contraction in 
major sectors such as mining; trade, 

hotels and restaurants; manufacturing; 
social and personal services; and trans-
port and communications. Meanwhile, 
the IMF had forecast the domestic 
economy to contract by 9.6 percent in 
2020 on account of lower demand for 
diamonds before rebounding to 8.6 
percent in 2021.
 
With regard to inflation, domestic 
inflation was below the objective range 
of 3 – 6 percent for most of 2019 and 
was 2.2 percent in December 2019. The 
low inflation reflected base effects 
associated with the increase in adminis-
tered prices in 2018, particularly fuel 
prices. On account of a positive 

medium-term inflation outlook, the 
Bank Rate was reduced by 25 basis 
points to 4.75 percent in August 2019, 
the first policy change since October 
2017, and has been maintained thereaf-
ter. However, inflation was forecast to 
revert to within the objective range in 
the third quarter of 2021.
 

The Theme Chapter of the 2019 
Annual Report “Central Bank 
Governance and Functions in 
Pursuit of Price and Financial 
Stability”
 

contribute to financial stability; and 
related inter-agency collaboration and 
coordination.
 
Furthermore, it was evident from litera-
ture and practice across jurisdictions 
that central bank autonomy and related 
accountability attributes of transparen-
cy and consistency promote credibility 
and effectiveness of the institution in 
discharging its mandates. This is 
important for Botswana in relation to 
sustained macroeconomic stability and 
effective role of the Bank in the trans-
formation agenda to improve economic 
diversification, inclusive growth and the 
transition to high income status. Thus, 
the proposed revisions to the Bank of 
Botswana Act to entrench clarity and 
ranking of objectives and assignment of 
responsibilities, and improve gover-
nance and institutional arrangements 
and relationships.
 
Regarding emerging developments and 
Fintech, the theme chapter reinforces 
the need for a facilitative policy posture 
and alignment of central bank opera-
tions with technology developments. 
Related thereto, at the national level, is 
adoption of digital identification 
formats to complement financial 
inclusion efforts. For the Bank of 
Botswana in particular, there is need to 
prepare for transition to digital curren-
cies and to harness technology with 
respect to payments and regulatory 
processes, and communication. 
 
In his concluding remarks for both 
economic briefings the Governor 
committed that the Bank would remain 
fully aligned to the long-term economic 
objectives of the country, committed to 
contributing to macroeconomic stabili-
ty, financial sector development and, 
also, financial inclusion to support 
broad-based economic activity. The 
Bank will also rededicate efforts to 
judiciously manage the nation’s foreign 
exchange reserves through the revised 
Reserves Management Policies and 
Investment Guidelines. The envisaged 
modernisation of the Bank of Botswana 
Act and the institutional governance 
arrangements was expected to help 
strengthen the Bank’s performance and 
roles in this regard.
 

The theme chapter aimed at enhancing 
public education around the role of the 
central bank and its responsibility on 
contribution towards the national objec-
tive of sustainable economic activity and 
stability. The chapter also highlighted 
emerging areas that require adaptation 
of central bank operations in order to 
remain aligned with market and 
technology developments and, there-
fore, continue to be effective in the 
discharge of its mandates.
 
Among the key messages from the 
theme chapter was that the central 
bank mandate continues to focus on the 
public good of protecting and preserving 

the value and integrity of the national 
currency in the interest of overall 
macroeconomic stability and a 
balanced, sustainable economic growth 
for the country. The elements include; 
conduct of monetary policy where the 
objective is to ensure that inflation is 
low, stable and predictable; currency 
management to ensure uninterrupted 
availability of good quality banknotes 
and coin; anchoring the external value of 
the currency through contributions 
towards exchange rate policy manage-
ment and implementation, as well as 
management of the foreign exchange 
reserves; supervision of banks and 
oversight of the payments system to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

These economic briefings provide the 
Bank with an opportunity to share a 
comprehensive analysis and assess-
ment of the country’s economic perfor-
mance and outlook through an analysis 
and assessment of key economic indica-
tors. Stakeholders were briefed on the 
Bank’s operations and performance in 
2019, performance of the Botswana 
economy in 2019, as well as highlights 
of the theme chapter of the 2019 
Annual Report titled “Central Bank 
Governance and Functions in Pursuit of 
Price and Financial Stability”. 
 

Bank’s Operations and Perfor-
mance in 2019

The Bank was reported to have 
performed better in 2019, with a net 
income of P6.9 billion compared to P2.9 
billion recorded in 2018. The banking 
industry was reported to be sound, 
solvent, liquid and profitable, with the 
banking sector’s total assets increasing 
from P91.3 billion in December 2018 to 
P98.7 billion at December 31, 2019.
 
Performance of the Botswana 
Economy in 2019

Economic growth was reported to have 

slowed in 2019, with Real GDP growth 
of 3 percent, compared to a faster 
expansion of 4.5 percent in 2018. The 
lower increase in output was attribut-
able to contraction in mining output and 
deceleration in output growth of the 
non-mining sector. Mining output 
contracted by 3.9 percent in 2019, 
compared to a growth of 7.6 percent in 
2018, mainly due to weaker perfor-
mance of the diamond, soda ash, copper 
and coal subsectors. In 2019, overall 
global demand for rough diamonds was 
adversely affected by the trade tension 
between the US and China, as well as 
mass protests in Hong Kong. Copper 
output contracted by 100 percent 
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His Excellency the President Dr Mokgweetsi Masisi with Minster of Finance and Economic Development Hon. Dr. Thapelo 
Matsheka and Bank of Botswana Governor during the Question And Session  of the Economic Briefing for Cabinet

BoB Governor Moses Pelaelo handing over the 2019 
Annual Report to the Minister of Finance and 
Economic Development Hon. Dr Thapelo Matsheka

COVID-19 Registration Protocols - Bank’s health officials 
registering Minister of Basic Education Hon. Fidelis Molao

His Excellency the President Dr Mokgweetsi Masisi 
receiving the 2019 Annual Report from Governor 
Pelaelo during the Cabinet Economic Briefing.

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

following cessation of production at the 
Mowana Mine in November 2018. Coal 
output decreased due to lower demand 
at Morupule B power station, which was 
operating below capacity, with one of 
the units placed under care and mainte-
nance in the third quarter of 2019.
 
The Ministry of Finance and Economic 
Development had projected real GDP to 
contract by 8.9 percent in 2020, largely 
due to the anticipated negative impact 
of containment measures against 
COVID-19, before rebounding to 7.7 
percent in 2021. The decline was 
attributed to a sharp contraction in 
major sectors such as mining; trade, 

hotels and restaurants; manufacturing; 
social and personal services; and trans-
port and communications. Meanwhile, 
the IMF had forecast the domestic 
economy to contract by 9.6 percent in 
2020 on account of lower demand for 
diamonds before rebounding to 8.6 
percent in 2021.
 
With regard to inflation, domestic 
inflation was below the objective range 
of 3 – 6 percent for most of 2019 and 
was 2.2 percent in December 2019. The 
low inflation reflected base effects 
associated with the increase in adminis-
tered prices in 2018, particularly fuel 
prices. On account of a positive 

medium-term inflation outlook, the 
Bank Rate was reduced by 25 basis 
points to 4.75 percent in August 2019, 
the first policy change since October 
2017, and has been maintained thereaf-
ter. However, inflation was forecast to 
revert to within the objective range in 
the third quarter of 2021.
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contribute to financial stability; and 
related inter-agency collaboration and 
coordination.
 
Furthermore, it was evident from litera-
ture and practice across jurisdictions 
that central bank autonomy and related 
accountability attributes of transparen-
cy and consistency promote credibility 
and effectiveness of the institution in 
discharging its mandates. This is 
important for Botswana in relation to 
sustained macroeconomic stability and 
effective role of the Bank in the trans-
formation agenda to improve economic 
diversification, inclusive growth and the 
transition to high income status. Thus, 
the proposed revisions to the Bank of 
Botswana Act to entrench clarity and 
ranking of objectives and assignment of 
responsibilities, and improve gover-
nance and institutional arrangements 
and relationships.
 
Regarding emerging developments and 
Fintech, the theme chapter reinforces 
the need for a facilitative policy posture 
and alignment of central bank opera-
tions with technology developments. 
Related thereto, at the national level, is 
adoption of digital identification 
formats to complement financial 
inclusion efforts. For the Bank of 
Botswana in particular, there is need to 
prepare for transition to digital curren-
cies and to harness technology with 
respect to payments and regulatory 
processes, and communication. 
 
In his concluding remarks for both 
economic briefings the Governor 
committed that the Bank would remain 
fully aligned to the long-term economic 
objectives of the country, committed to 
contributing to macroeconomic stabili-
ty, financial sector development and, 
also, financial inclusion to support 
broad-based economic activity. The 
Bank will also rededicate efforts to 
judiciously manage the nation’s foreign 
exchange reserves through the revised 
Reserves Management Policies and 
Investment Guidelines. The envisaged 
modernisation of the Bank of Botswana 
Act and the institutional governance 
arrangements was expected to help 
strengthen the Bank’s performance and 
roles in this regard.
 

The theme chapter aimed at enhancing 
public education around the role of the 
central bank and its responsibility on 
contribution towards the national objec-
tive of sustainable economic activity and 
stability. The chapter also highlighted 
emerging areas that require adaptation 
of central bank operations in order to 
remain aligned with market and 
technology developments and, there-
fore, continue to be effective in the 
discharge of its mandates.
 
Among the key messages from the 
theme chapter was that the central 
bank mandate continues to focus on the 
public good of protecting and preserving 

the value and integrity of the national 
currency in the interest of overall 
macroeconomic stability and a 
balanced, sustainable economic growth 
for the country. The elements include; 
conduct of monetary policy where the 
objective is to ensure that inflation is 
low, stable and predictable; currency 
management to ensure uninterrupted 
availability of good quality banknotes 
and coin; anchoring the external value of 
the currency through contributions 
towards exchange rate policy manage-
ment and implementation, as well as 
management of the foreign exchange 
reserves; supervision of banks and 
oversight of the payments system to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

These economic briefings provide the 
Bank with an opportunity to share a 
comprehensive analysis and assess-
ment of the country’s economic perfor-
mance and outlook through an analysis 
and assessment of key economic indica-
tors. Stakeholders were briefed on the 
Bank’s operations and performance in 
2019, performance of the Botswana 
economy in 2019, as well as highlights 
of the theme chapter of the 2019 
Annual Report titled “Central Bank 
Governance and Functions in Pursuit of 
Price and Financial Stability”. 
 

Bank’s Operations and Perfor-
mance in 2019

The Bank was reported to have 
performed better in 2019, with a net 
income of P6.9 billion compared to P2.9 
billion recorded in 2018. The banking 
industry was reported to be sound, 
solvent, liquid and profitable, with the 
banking sector’s total assets increasing 
from P91.3 billion in December 2018 to 
P98.7 billion at December 31, 2019.
 
Performance of the Botswana 
Economy in 2019

Economic growth was reported to have 

slowed in 2019, with Real GDP growth 
of 3 percent, compared to a faster 
expansion of 4.5 percent in 2018. The 
lower increase in output was attribut-
able to contraction in mining output and 
deceleration in output growth of the 
non-mining sector. Mining output 
contracted by 3.9 percent in 2019, 
compared to a growth of 7.6 percent in 
2018, mainly due to weaker perfor-
mance of the diamond, soda ash, copper 
and coal subsectors. In 2019, overall 
global demand for rough diamonds was 
adversely affected by the trade tension 
between the US and China, as well as 
mass protests in Hong Kong. Copper 
output contracted by 100 percent 

9

His Excellency the President Dr Mokgweetsi Masisi 
receiving the 2019 Annual Report from Governor 
Pelaelo during the Cabinet Economic Briefing.

BoB Governor Moses Pelaelo, and Deputy Governor 
Andrew Motsomi, with Media practitioners during the 
Economic Briefing for the Media

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

following cessation of production at the 
Mowana Mine in November 2018. Coal 
output decreased due to lower demand 
at Morupule B power station, which was 
operating below capacity, with one of 
the units placed under care and mainte-
nance in the third quarter of 2019.
 
The Ministry of Finance and Economic 
Development had projected real GDP to 
contract by 8.9 percent in 2020, largely 
due to the anticipated negative impact 
of containment measures against 
COVID-19, before rebounding to 7.7 
percent in 2021. The decline was 
attributed to a sharp contraction in 
major sectors such as mining; trade, 

hotels and restaurants; manufacturing; 
social and personal services; and trans-
port and communications. Meanwhile, 
the IMF had forecast the domestic 
economy to contract by 9.6 percent in 
2020 on account of lower demand for 
diamonds before rebounding to 8.6 
percent in 2021.
 
With regard to inflation, domestic 
inflation was below the objective range 
of 3 – 6 percent for most of 2019 and 
was 2.2 percent in December 2019. The 
low inflation reflected base effects 
associated with the increase in adminis-
tered prices in 2018, particularly fuel 
prices. On account of a positive 

medium-term inflation outlook, the 
Bank Rate was reduced by 25 basis 
points to 4.75 percent in August 2019, 
the first policy change since October 
2017, and has been maintained thereaf-
ter. However, inflation was forecast to 
revert to within the objective range in 
the third quarter of 2021.
 

The Theme Chapter of the 2019 
Annual Report “Central Bank 
Governance and Functions in 
Pursuit of Price and Financial 
Stability”
 

contribute to financial stability; and 
related inter-agency collaboration and 
coordination.
 
Furthermore, it was evident from litera-
ture and practice across jurisdictions 
that central bank autonomy and related 
accountability attributes of transparen-
cy and consistency promote credibility 
and effectiveness of the institution in 
discharging its mandates. This is 
important for Botswana in relation to 
sustained macroeconomic stability and 
effective role of the Bank in the trans-
formation agenda to improve economic 
diversification, inclusive growth and the 
transition to high income status. Thus, 
the proposed revisions to the Bank of 
Botswana Act to entrench clarity and 
ranking of objectives and assignment of 
responsibilities, and improve gover-
nance and institutional arrangements 
and relationships.
 
Regarding emerging developments and 
Fintech, the theme chapter reinforces 
the need for a facilitative policy posture 
and alignment of central bank opera-
tions with technology developments. 
Related thereto, at the national level, is 
adoption of digital identification 
formats to complement financial 
inclusion efforts. For the Bank of 
Botswana in particular, there is need to 
prepare for transition to digital curren-
cies and to harness technology with 
respect to payments and regulatory 
processes, and communication. 
 
In his concluding remarks for both 
economic briefings the Governor 
committed that the Bank would remain 
fully aligned to the long-term economic 
objectives of the country, committed to 
contributing to macroeconomic stabili-
ty, financial sector development and, 
also, financial inclusion to support 
broad-based economic activity. The 
Bank will also rededicate efforts to 
judiciously manage the nation’s foreign 
exchange reserves through the revised 
Reserves Management Policies and 
Investment Guidelines. The envisaged 
modernisation of the Bank of Botswana 
Act and the institutional governance 
arrangements was expected to help 
strengthen the Bank’s performance and 
roles in this regard.
 

The theme chapter aimed at enhancing 
public education around the role of the 
central bank and its responsibility on 
contribution towards the national objec-
tive of sustainable economic activity and 
stability. The chapter also highlighted 
emerging areas that require adaptation 
of central bank operations in order to 
remain aligned with market and 
technology developments and, there-
fore, continue to be effective in the 
discharge of its mandates.
 
Among the key messages from the 
theme chapter was that the central 
bank mandate continues to focus on the 
public good of protecting and preserving 

the value and integrity of the national 
currency in the interest of overall 
macroeconomic stability and a 
balanced, sustainable economic growth 
for the country. The elements include; 
conduct of monetary policy where the 
objective is to ensure that inflation is 
low, stable and predictable; currency 
management to ensure uninterrupted 
availability of good quality banknotes 
and coin; anchoring the external value of 
the currency through contributions 
towards exchange rate policy manage-
ment and implementation, as well as 
management of the foreign exchange 
reserves; supervision of banks and 
oversight of the payments system to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 
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diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 
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Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
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SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 
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diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 
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SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

Pablo S. Garcia, Board Member of the Central Bank
of Chile being interviewed by BTV news
anchor Mr Lovemore Mario

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 
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Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.

Delegates of the workshop visiting the Kazungula bridge in Kasane

Round table discussions led by Minister
of Trade and Investment, Honourable
Peggy Serame, and BoB Governor, Moses
Pelaelo (centre table).

Chief Executive Officers - Botswana Innovation
Hub Mr. Allan Boshwaen and Botswana
Communications Regulatory Authority,
Mr Martin Mokgware attending the workshop
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sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 
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Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 
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diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.

2020 SADC Central
Banks’ Information
Technology Forum
Conference

Deputy Governor Andrew 
Motsomi officially opening the 
Annual Meeting of the 
Southern African 
Development Community 
Committee of Central Bank 
Governors, Information and 
Communications Technology 
(SADC CCBG ICT) 
Subcommittee.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 
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Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 

diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.

On February 24 2020, the 
Bank attended the Annual 
Meeting of the Southern 
African Development 
Community Committee of 
Central Bank Governors, 
Information and 
Communications 
Technology (SADC CCBG 
ICT) Subcommittee. In his 
opening address, Deputy 
Governor Mr Andrew 
Motsomi welcomed the 
CCBG ICT Subcommittee 
Chairperson – Mr Júlio 
Monjane since he was 
marking his first year 
anniversary in office as the 
Chairperson of the 
Subcommittee. 

Deputy Governor Motsomi noted that 
the SADC CCBG ICT Subcommittee 
constitute the regional and technical 
hub, which provides essential support 
for initiatives championed by the CCBG. 
The CCBG has taken note of the rapid 
changes that are taking place in the 
banking industry, largely driven by 
technological changes in the global 
environment.  The payments industry 
has embarked on extensive efforts to 
modernise the payments and settle-
ment landscape, by establishing 
technological infrastructure that would 
facilitate cross border payments and 
settlement within the SADC region, 
consistent with the Finance and Invest-
ment Protocol, said Deputy Governor, 
Motsomi.

Notably, he said, diversified digital 
banking models are reshaping how the 
banking industry functions and delivers 
value to customers.  This can be a 
daunting experience, for those not well 
versed with technology having to deal 
with the rapid changes of interacting 
with machines, as opposed to humans.  
The ever-increasing proportion of 
human activity now happens on cyber-

space, and recent events in global news 
coverage, continue to reflect growing 
concerns about the safety and security 
of the cyberspace, said Deputy Gover-
nor Motsomi.

Banks and financial institutions are key 
custodians of the most valuable asset 
in modern times, namely customer 
information.  Information constitutes 
the currency with which businesses 
execute transactions today.  Conse-
quently, in the era of technology and the 
Internet, the biggest challenge 
confronting the financial sector is 
safeguarding their information resourc-
es, stated Deputy Governor Motsomi. 

Deputy Governor Motsomi went on to 
state that combating cybercrime while 
embracing new technology is clearly an 
urgent, complex and multi-faceted 
matter, even for the SADC region, 
which requires full participation of all 
stakeholders and not just central 
banks, but equally so, governments of 
all member countries as well.

Therefore, security on cyberspace 
cannot be achieved by a few central 
banks working in isolation, hence the 
necessity for collaboration in this 
regard, cannot be over-emphasised.  
Mr. Motsumi further appreciated the 
continuous improvements being made 
to recognise and address business 
continuity management challenges, 
alongside ICT support structures in the 
region. If at all there is an issue that 
gives everyone sleepless nights, it is 
cybercrime.  “As we strive and gravitate 
towards integration, we expose 
ourselves to vulnerabilities pertaining 
to massive intrusion as well as adverse 
impact to our individual operations. 
This, however, should not deter us from 
our strategic focus. Business Continuity 
Management must remain steadfast 
among cybersecurity and risk manage-
ment efforts across the region. I would 
like to believe the ICT Subcommittee is 
committed towards ensuring these 
fundamental requirements remain key 
priorities,” said Deputy Governor 
Motsomi.  

The CCBG also noted how new financial 
services and non-financial services 
players are aggregating services to 
expand their value proposition beyond 

traditional offering of “plain vanilla” 
financial services, noted Governor 
Motsomi. “It is all well and good when 
the central banks are dealing with 
financial institutions within the 
confines of clearly articulated regulato-
ry mechanisms, but it becomes a differ-
ent ball game when non-financial 
institutions enter the financial space,” 
said Governor Motsomi.  He went on to 
state that, furthermore strategic 
changes are needed for supervisory and 
regulatory frameworks to include 
Supervisory Technologies (SUPTEC) 
and Regulatory Technologies 
(REGTECH) to monitor risks for finan-
cial systems. These perspectives as 
provided by the SADC CCBG at the 
meeting held in September 2019 in 
Madagascar, are to inform the 2020 – 
2022 strategy, the objective of which is 
to, “Leverage Fintech innovation with 
the objective of the digitisation of 
finance”. “I implore you therefore,  to 
consider these during your deliberations 
and come up with strategies that will 
give direction in mitigating the associat-
ed risks,” said Governor Motsomi.

Deputy Governor Motsomi highlighted 
that regional support and collaboration 
initiatives have yielded positive results 
and continue to offer solutions to key 
challenges within the SADC region.  It 
is through meetings such as these, that 
brilliant ideas are generated or 
conceived and tangible outcomes 
realised. In the advent of cyber threat 
risks, and looming protestations for 
central banks to state their stance 
pertaining to the regulation of digital 
assets and issuance of digital currency, 
the SADC CCBG seeks guidance from 
the technical minds gathered here. 
Deputy Governor, went on to urge 
participants in the workshop to utilise 
the opportunity to explore avenues 
beyond their current mandate and 
surpass all imaginations.   

In attendance was the Chairperson of 
the ICT Subcommittee, Mr Júlio 
Monjane, fifteen out of sixteen mem-
bers of the SADC community and other 
participants.

In conclusion. Deputy Governor 
declared the 25th meeting of the SADC 
CCBG ICT Subcommittee officially 
opened, on February 24, 2020.  



MY CAREER PATH

Meet Ms Elizabeth Kopelo, as she shares her 
career path leading to her position now as 
Manager, Banking and Administration, in 
Banking and Currency Department. 

Achievements

I joined the Bank as a Clerk after completing my Cambridge now 
known as BGCSE. I had to develop myself academically to keep 
improving my chances of career progression. As such I studied 
CABS at BIAC, joined BIOB where I completed Associate 
Diploma II followed by successful completion of a Bachelor’s 
Degree in Banking with the University of Pretoria. The Bank also 
invested in my professional development through training in 
other aspects.

ELIZABETH KOPELO
I joined Bank of Botswana in 1980. During that time, there 
were limited forms of communications to advertise any job 
vacancies. At the time, one had to go around organisations 
to drop applications with the hope of being called for an 
interview, or just being called to come to work without 
going through the interview process, which was very 
common at the time. In my case, I dropped the letter at 
the Bank and was called for an interview, after which I 
was informed that I had been successful and I immediate-
ly joined the Bank.

I grew with the Bank, being my only known employer as I 
never worked for any other organisation.  I joined the Bank 
as a Clerk in the Banking Department and progressed 
through the ranks to the current position of Manager, 
Banking and Administration. My career was enriched by 
rotation thorough other departments in the Bank, namely 
Banking Department, Treasury Department (currently 
Financial Markets), Administration Department (Human 
Resources) and finally Banking and Currency Department.

Inspiration

I have always wanted to work with figures, since mathe-
matics has always been my favorite subject, and I am 
happy that my job involves doing so.

A thought 

My stay in the Bank has been good.  That is not to say I have 
not had challenges. Challenges will always be there but 
they make you grow.

A place I would like to visit 

I feel more comfortable and enjoy travelling within 
Botswana. But someday I may visit the Seychelles.

On the softer side

My favorite dish is samp and oxtail. 

Word of encouragement 

“Stay focused, be patient and derive satisfaction through 
giving the best you can in your assignments.   Always be 
yourself.  Do not change your personality to suit any 
individual, rather adjust to accommodate others.”

sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 
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diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.

Achievements



The Bank has established a 
reporting hotline, Deloitte Tip-
offs Anonymous that enables 
staff and the public (whistle-
blowers) to anonymously report 
any perceived wrongdoing 
related to the business of the 
Bank. The hotline guarantees 
staff and members of the 
public anonymity, if they so 
choose. A caller may elect to 
be fully or partially anonymous 
by revealing their identity to 
Deloitte but not to the Bank. In 
a case of full disclosure, the 
individual’s identity is, with their 
permission, given to the Bank. 
The Bank will take reasonable 
precautionary measures to 
protect the individual’s identity.
 
All disclosures/reports made/received 
to/by the Bank will be treated seriously 
and fully investigated. Disclosures/
Reports made will be identified by 
way of a reference number that will 
be used to communicate results or 
request further information. The caller 

can request progress from Tip-Offs 
Anonymous based on the reference 
number of the call given to them. 
Reporting personal grievances, false, 
malicious or frivolous information is 
not permitted.
 
What can be reported?
The following unethical behaviour 
or unlawful acts can be disclosed/
reported through the Deloitte Tip-off 
Anonymous (Please note that list is 
not exhaustive):

·  misconduct;

·  corruption, theft, fraud and  
bribery;

·  control violation;

·  nepotism;

·  abuse of Bank Property;

·  discrimination; and

·  anti-money laundering/financing 
of terrorism. 

When reporting on unethical 
behaviour, the whistleblower should 
provide the following information to 
the extent possible:

·  the wrong-doing/incident;

·  date, time and place of incident;

·  name(s) of person(s) involved, if 
applicable;

BANK OF BOTSWANA
WHISTLE BLOWING

·  proof/evidence, including name(s) 
of witnesses, where possible;

·  frequency of occurrence; and

·  reason for concern and 

background information.

Short Code/Toll Free number
A call can be made directly using
any mobile / cellphone or fixed
telephone line to the toll free number
16181. The number can be accessed
through Mascom, Orange, BeMobile
and Botswana Telecommunications
Corporation.

The reporting service at Deloitte Tip-
offs Anonymous is available 24 hours 
daily, 365 days in a year, inclusive of 
weekends and holidays in English. 
Reporting in Setswana is available 
from 0800 hours to 1700 hours 
from Monday to Friday, and a voice 
prompt service for leaving a report in 
Setswana is available between 0800 
hours and 1700 hours

sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 
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diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.



sised the need for urgent reaction to the 
challenges.

Session VIII: Roundtable – Next 
Steps in Shaping Botswana

The session, moderated by the Honour-
able Minister of Investment, Trade and 
Industry, Ms Peggy Serame, discussed 
the next steps for economic reform in 
Botswana. The session introspected on 
the deliberations of the two-day meet-
ing by consolidating the key recommen-
dations from the discussions, highlight-
ing the way forward and identifying 
opportunities for Botswana to escaping 
the middle-income trap. Panellists of 
the roundtable discussion included 
Messrs Yoon Je Cho, Rodrigo Cubero, 
Pablo Garcia, Viljar Lubi, Streevarsen 
Narrainen, Jose Antonio Ocampo and 
Governor Moses Pelaelo.  The following 
are key messages from the roundtable 
discussions:

Key messages of focus during the 
roundable discussions were as follows;

(a) Attraction of Foreign Direct Invest-
 ment (FDI);
(b) Targeted Export Oriented Develop-
 ment and Economic Diversification 
 Strategy for Botswana;
(c) Human Capital Development;(d) 
 Research and Development (R&D); 
(e) Appropriate Exchange Rate Mecha-
 nism;

(f) Economic and Structural Reforms 
 and;
(g) Policy Congruence.
 
Closing Remarks: Deputy Managing 
Director, IMF and Governor Moses 
D Pelaelo

Upon closing the Workshop, the Deputy 
Managing Director expressed apprecia-
tion to the attendees for their active 
participation and insightful delibera-
tions. He was thankful for the collabora-
tive effort by the Bank, the IMF, the 
European Union and the United Kingdom 
Department for International Develop-
ment that gave rise to such an import-
ant gathering. In addition, the DMD 
conveyed a heartfelt gratitude to Gover-
nor Pelaelo for the hospitality accorded 
to all participants of the Workshop, and 
proceeded to highlight his key 
takeaways from the deliberations.
 
On his closing remarks the Governor 
recognised to the wealth of experience 
derived from the case studies of the 
Workshop, which provides a solid basis 
in thinking of the new strategy to move 
Botswana forward. This, he noted, will 
include, the commitment to implemen-
tation, monitoring and evaluation of 
policies and strategies geared towards 
export promotion and economic diversi-
fication. Among the actionable items, to 
be compiled from the Workshop deliber-
ations, the Governor prioritised the need 

On March 21, 2020, the Payments 
and Settlement Department 
(PSD) visited Mokolodi Nature 
Reserve for a weekend getaway 
as part of their team building 
initiative.  The initiative included a 
medley of activities such as 
games, a game drive and motiva-
tional talks.

The Deputy Director, PSD, Ms 
Ruth Baitshepi, gave a key note 
address on Team Building, based 
on a globally popular team build-
ing activity called the Marshmal-
low Challenge. The winning team 
built a 35cm tall free standing 
structure.  The tallest structure 
to ever come out of the Marsh-
mallow challenge across the 
globe was 99cm.

The Marshmallow Challenge key 
learning points are that among 

other factors, teams must have a 
clear shared vision, be transpar-
ent, encourage communication, 
be empathetic, allow members to 
exercise their creativity, and give 
sincere and timely feedback. 

In concluding the day, The Direc-
tor, PSD, Ms Patricia Tumedi, 
shared a motivational story about 
a young boy, who together with 
other villagers, lived in fear of a 
ferocious bull dog in the neigh-
bourhood. One day the young boy 
decided to not run away from the 
dog as it kept barking at him as 
usual, but to face it and move 
closer to establish if it does bite. 
Surprisingly, he noticed that the 
dog had no teeth. The moral of the 
story is that some tasks may 
appear unachievable, until one 
makes a bold decision to attempt 
the task. 

PSD Team
Building 2020

BEHIND
THE
BANK

Teambuilding 
means getting 
your people to 
share not just 
“work” but 
feelings too, 
such that they 
share each 
other’s 
successes and 
failures too.

Payments and Settlements Department (PSD)

Workshop on ‘Botswana: 
Fostering Diversification to 
Escape the Middle-Income 
Trap’ held on February 6 - 
7, 2020 in Kasane, 
Botswana

SUMMARY OF PROCEEDINGS
 
Introduction

The Bank of Botswana (the Bank) and 
the International Monetary Fund (IMF) 
jointly hosted the workshop on ‘Botswa-
na: Fostering Diversification to Escape 
the Middle-Income Trap’, with the 
European Union (EU) and the United 
Kingdom Department for International 
Development providing logistical 
support (transport and accommoda-
tion), on February 6 -7, 2020, Cresta 
Mowana-Safari Resort & Spa, Kasane, 
Botswana. The workshop sought to 
reflect on diversification; particularly 
policies, structural transformation of 
macroeconomic frameworks and 
institutions, and key lessons to be drawn 

from successful countries, with a view 
to suggest, for evaluation, initiatives and 
agenda for transformation.
 
The workshop participants were 
welcomed by the Governor, Mr Moses D. 
Pelaelo, while the Deputy Managing 
Director at the IMF, Mr Tao Zhang gave 
the opening remarks. Prof. Jose Antonio 
Ocampo, Professor at Columbia Univer-
sity’s School of International and Public 
Affairs, and Chair of the United Nations’ 
Committee for Development Policy, 
gave the keynote address. The partici-
pants of the meeting were drawn from a 
wide range of sectors, including senior 
Botswana Government officials includ-
ing the Honourable Minister of Invest-
ment, Trade and Industry, Ms Peggy 
Serame, representatives from emerging 
market and advanced economies which 
have successfully diversified their 
economies, academics and the IMF 
staff. 
 
The workshop was divided into ten 
sessions in addition to the welcome, the 
opening and the closing remarks. The 
first session presented Botswana’s 
macroeconomic experience in regard to 
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diversification, giving the current state 
of the economy, while the second, third, 
fourth and fifth reviewed the experience 
of Chile, Costa Rica, South Korea and 
Mauritius in advancing export and 
economic diversification. The sixth 
session discussed the role of industrial 
policies and public finance management 
in fostering diversification and growth. 
Session seven and eight discussed 
Estonia’s experience with digitalisation. 
Lastly, before the closing remarks, the 
eighth session deliberated on the next 
steps for economic reform in Botswana.
 
Welcome Remarks by Governor 
Moses D Pelaelo

In his welcome remarks, the Governor 
welcomed the participants to Kasane 
and recognised the efforts of the Bank’s 
co-host, the IMF, represented by the 
Deputy Managing Director, Mr Tao 
Zhang, and his colleagues, the European 
Union and the United Kingdom Depart-
ment for International Development, 
for providing logistical support. He also 
warmly acknowledged the presence of 
the various speakers and contributors.
 

The Governor highlighted that the 
workshop came at the right time for 
Botswana, as it was influenced by an 
assessment of economic performance 
of the country and consequent need for 
urgent discussion on transformation 
approaches to address the seemingly 
intractable challenges and to help 
transition the country to high income 
status. He also indicated that it was 
encouraging that the workshop was 
held in the same week that the first 
Budget Speech of the 12th parliament 
was delivered by the Honourable Minis-
ter of Finance and Economic Develop-
ment; thus providing an opportunity to 
examine prospective initiatives coming 
from the workshop alongside the most 
recent policy pronouncement by the 
Government.
 
The Governor further highlighted that 
prospects for Botswana were predomi-
nantly unfavorable and not sufficiently 
aligned when assessed against the 
development aspirations of inclusive 
growth and transition to high income 
status. He also mentioned that the 
misalignment of macroeconomic indica-
tors pose constraints for successful 

transformation, which is exacerbated by 
the waning of the diamond era. In 
conclusion, the Governor emphasised 
the need to acknowledge efforts made 
by Government.  He therefore expressed 
confidence that on account of the 
combined expertise and experience of 
delegates, the discussions would be 
insightful and fruitful.
 
Opening Remarks by Deputy 
Managing Director (DMD), IMF, Mr 
Tao Zhang

In opening the workshop, the Deputy 
Managing Director (DMD), Mr Tao Zhang 
underscored that though the success 
story of Botswana remained one of the 
inspiring transformations in Sub-Saha-
ran Africa, there was a need for a new 
growth model for the country to accel-
erate its convergence and transition to 
high income status. This, he said, is also 
key since technology is advancing fast, 
bringing along both internal and external 
shocks, with climate change embedded. 
He indicated that, he had the privilege of 
discussing the transformation issues 
with his Excellency, Dr. Mokgweetsi E.K. 
Masisi the President of the Republic of 

Botswana, and the political will was 
strong and that was one of the most 
important factors for the success of any 
strategy.

Mr Zhang also concurred that the 
workshop was timely as Botswana was 
enhancing her development strategy 
and reassessing the growth policies 
currently in place. The conditions were 
also timely for the IMF as the October 
2020 edition of the Regional Economic 
Outlook for the Sub-Saharan African 
region will examine export diversifica-
tion in the region. He indicated that 
there was increasing demand from 
member countries for the IMF to 
deepen work on diversification issues, 
including export diversification. 
 
Mr Zhang noted that the Government of 
Botswana has made its objectives clear, 
but the question remains on how best to 
achieve them. He therefore enunciated 
that the IMF believes that the key 
questions that decision makers in 
countries that want to diversify their 
economies need to answer are: (i) what 
is the role of Government?; (ii) should 
the country follow sector-neutral or 
horizontal policies, letting market 
forces choose sectors and activities, or 
should it follow a more active approach 
as many countries have done?; (iii)  
which sector should be targeted?; (iv) 
how specialised should exports be?; and 
(v) should a country rely on foreign 
direct investment (FDI), allowing 
competition from foreign companies, 
like Costa Rica and Mauritius or promote 
national champions and help them 
integrate in the global value chains?.
 
Mr Zhang went on to point that that 
there was no single approach to diversi-
fication and emphasised that the objec-
tive of the workshop was not to say that 
one method works over the other, but to 
identify the general principles and 
arrangements that are relevant to 
countries’ specific circumstances in 
order to maximise the chances of 
success. In concluding his opening 
remarks, the Mr Zhang underscored the 
importance of support by all stakehold-
ers in the policies and strategies in the 
country in whichever they adopt.
 
Keynote Address by Professor 
Jose Antonio Ocampo, United 
States of America

Professor Jose A. Ocampo, United 
States of America, discussed the struc-
tural dynamics and industrial policy. He 

highlighted that successful economic 
development is essentially a process of 
structural change and, therefore, if it 
stops, development also comes to an 
end. Economic development depends on 
dynamics of production structures and 
related policies and institutions. There-
fore, the basic rationale for industrial 
policy is the conflict between changes in 
the structure of production and 
resource allocation, as well as the 
disappointment with effects of more 
open economic policies on growth (e.g., 
Latin America).

Professor Ocampo underscored the 
persistence of large inequalities in the 
world economy with very few new 
entrants into the category of high-in-
come class. It has been realised that 
the global sphere has a high variance of 
growth experiences in the developing 
world, characterised by low and 
middle-income traps, but with success 
stories, particularly in Asia, said Profes-
sor Ocampo. The middle-income trap 
has been observed to be rooted from the 
high concentration of research and 
development, and thus of innovations, in 
developed economies, making it costly 
for developing economies to enter those 
already in the technologically dynamic 
activities. Other factors that limit 
access include: the differences in 
domestic financial development; volatil-
ity of external financing and the terms 
of trade.
 
In his address, he stated that an obser-
vation was made that most countries 
that have failed in increasing market 
shares are exporters of primary goods 
and natural resource-intensive manu-
factures. He further noted that there 
are countries that have extracted fair 
growth out of a specialisation pattern 
based on natural resources or low-tech 
manufactures. In general, most devel-
oping countries that have grown fast 
have been increasing market shares in 
mid or high-technology exports.

In conclusion, Professor Ocampo 
shared some policy implications for 
Botswana to consider.  High quality 
infrastructure and education systems 
come at the top as they serve as basic 
background conditions. Other structural 
reforms include the support for struc-
tural transformation of production and 
innovation systems to accelerate the 
development of technological capaci-
ties. For export strategies, domestic 
conditions (existing specialisation 
patterns, size, and location) determine 

the comparative advantage of a country, 
which will guide areas of focus.  In 
addition, accompanying macroeconomic 
and financial policies is very important. 
These include combining strategies of 
structural transformation with counter-
cyclical macroeconomic policies that 
help manage commodity and external 
financial cycles; setting up commodity 
stabilisation funds and prudent manage-
ment of capital account; an active 
exchange rate policy and taxing sectors 
that do not generate learning externali-
ties.
 
Session I: Botswana – Where do we 
stand? Deputy Governor, Dr. 
Kealeboga S. Masalila

In this session, Dr. Masalila, BoB Deputy 
Governor, presented on the macroeco-
nomic experience of Botswana regard-
ing economic diversification. He outlined 
the development aspirations and objec-
tives for Botswana, as stipulated in the 
Botswana’s Vision 2036, the National 
Development Plan (NDP) 11 and the 
2020 Budget Speech. Similarly, the 
2020 Budget Speech focused on 
Botswana’s transformation and called 
for society to recognise the challenges 
and participate in change.

Deputy Governor Masalila highlighted 
the following challenges that Botswana 
faces; lack of traction for export led 
growth, slow pace of privatisation and 
rationalisation, sub-optimal implemen-
tation and pace of transformation 
(inadequate institutional autonomy, 
capacity, governance and accountabili-
ty), poor performance of SOEs, unpro-
ductive domestic resource mobilisation, 
high unemployment and climate change.
The Deputy Governor suggested some 
transformation options. He indicated 
that there was scope for harnessing of 
Information and Communication 
Technology (ICT) by providing a wider 
and sustained internet connectivity and 
capacity as this would improve efficien-
cy and facilitate external trade. The 
country is lagging in ICT application and 
innovation capacity. He also advocated 
for optimisation of domestic resource 
mobilisation, financing of related 
infrastructure, specification of perfor-
mance indicators (inputs versus 
outputs), enhancing governance and 
operational efficiency and effectiveness 
of financial intermediaries, aligning 
funding to industrialisation strategy, 
and also consider outsourcing of project 
evaluation/funding assessments. 
Concluding his presentation, he empha-

to review the role of Government in the 
business space in terms of ownership, 
partner, controller and/or facilitator.
 
In conclusion the Governor appreciated 
the presence of the Minister of Invest-
ment, Trade and Industry, Honourable 

Peggy Serame, the Acting Permanent 
Secretary to the President, and Head of 
the Civil Service, Mr Elias Magosi and the 
First Alternate Executive Director of 
Africa Group 1 Constituency of the IMF, 
Ms Ita Mannathoko.  He thanked the 
IMF, the European Union and the United 

Kingdom Department for International 
Development for the partnership that 
made the Workshop possible, and 
acknowledged all the delegates, 
presenters and the rest of the partici-
pants for their attendance and invalu-
able contributions.
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1. PSD Team preparing the Spaghetti Tower Marshmallow Challenge.
2. Spaghetti Tower Marshmallow Challenge winning team posing with 
 Director, Ms Tumedi and Deputy Director Ms Baitshepi.
3. Team A attempting the Perfect square game.
4. Deputy Director, PSD, briefing both teams about the importance
 of team building.

5. Team B strategizing on the Perfect square game.
6. Mesdames Dorcus Mosweu, Kefilwe Baoleki and Kefilwe Tlhako 
 listening attentively to proceedings.
7. PSD men posing for a picture.
8. Rre Utlwanang Botlhole and Director, PSD, Ms Tumedi posing for a photo.
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INSPIRATIONAL
CORNER

Personal
Financial Plan

Where Do You Want To Be?

Setting financial goals, both long-term and 
otherwise, will put your financial plans in 
motion by providing motivation for executing 
the plans. These should be a mixture of short, 
medium and long-term goals, related to 
something or some place that gives you a 
sense of emotional excitement and adds 
energy to the plan. Goals should be specific in 
dates and amounts.

What Resources Do You Have to Commit 
to the Goals?

You need to carefully examine your saving 
and spending habits, along with current 
assessment of what you are contributing to 
your financial goals (retirement, children’s 
education, etc.). It is necessary to identify 
additional funds you can use to fund your 
goals, by eliminating unnecessary spending 
habits, for instance. A necessary part of this 
process is a spending budget or plan. 
Establishing a spending budget is the way to 
control expenses, and controlling expenses is 
the way to recover money to invest.

How Much Time Do You Have to Meet 
Your Goals?

Time is a critical part of a financial plan. If 
you have, say, 25 years to fund your 
retirement, a regular investment programme 
and “time value of money” can accomplish a 
great deal. On the other hand, if your 
retirement is 10 years away, your plan will 
have to accelerate the level of investment, 
because you have less time for compound 
growth to work its magic on your account. 
For short and medium-term goals, the plan 
will define the investment products to meet 
those goals. The purpose of categorising 

goals by timeframe is to match appropriate 
investment products. Equities or shares are 
not appropriate investment vehicles for 
short-term goals. Although they historically 
offer the highest potential rate of return, 
they can be volatile over short periods. You 
would not want your equity investments take 
a downward swing just when it was time to 
cash for a short-term goal. Commercial 
banks’ fixed deposits or money market unit 
trusts may be more appropriate for 
short-term goals as these investments are 
relatively secure.

Medium-term goals of 2 to 3 years have more 
flexibility, but may still be too short for equity 
investments. A prudential unit trust 
maintaining a fairly stable price could be 
appropriate, as could be a bank deposit or 
government bond for the duration of the 
medium-term goal because of their relative 
safety and higher yield over short-term 
saving instruments. Goals that are more than 
3 years out are candidates for equity invest-
ments, whether in individual equities or an 
aggressive growth unit trust fund. In either 
case, as your goal nears, watch performance 
and consider switching out of equities and 
into a more conservative choice like a bank 
fixed deposit.

Annual Review

A personal financial plan is not a document 
that you finish, file away and never see again. 
You should review it at least annually and 
more often if something important changes 
in your life (marriage, divorce, children, etc.). 
The annual review is important to avoid 
slippage that occurs with inattention. Some 
sections of the plan, such as spending plan, 
may become part of everyday financial life, at 
least initially. It is a good idea to do the 
review at about the same time every year so 
the results cover a comparable period. It 
may be best to carry out the review at about 
the time you would be assembling financial 
documents to file your tax returns: August – 
September each year. The first part of the 
review is to recalculate your net worth 
statement. If you compare the new net 
worth statement with the previous one, you 
should see whether you have made progress 
in improving your financial life. Note whether 
your debt has dropped (if this was one of your 
goals) and how your assets have increased.

Check insurance coverage and amounts for 
correct levels, and make sure the beneficia-
ries to all the policies are as you want them. 
This may be the good time to review your 
contribution to your pension fund consider 
increasing your additional voluntary contribu-
tion. Unless you have had a dramatic change 

in your life, you should not need to redo your 
personal financial plan each year. You should, 
however, update it with new amounts for 
contributions to your pension and new 
insurance covers for your dependents. 
Short-term goals may be ending and some 
medium-term goals may become short-term. 
Watch investment products for these goals 
to match appropriate product with goal. As 
medium and long-term goals come closer to 
the end of their period, begin the process of 
switching out of more risky investment 
products and into ones that are more conser-
vative.

Planning Math

There is no difficult math in personal 
financial planning. The two main calculations 
that one should do annually are the net worth 
statement and checking your debt-to-income 
ratio. The net worth statement is more an 
exercise in gathering information, the 
statement is key to measuring progress. You 
can measure progress towards specific 
goals, but mainly measures your overall 
financial health. Do not overstate your assets 
nor understate your liabilities. This is an 
exercise in honest assessment, even if the 
news is not what you hoped it would be. The 
net worth statement has two components: 
assets and liabilities. To make the statement 
meaningful, it is important to use current 
values.

The debt-to-income ratio tells you if you are 
carrying too much debt relative to your 
income. This is the same ratio lenders use 
when considering whether you are 
creditworthy and therefore willing to extend 
credit to you. The ratio is a measurement of 
how much consumer debt you are carrying 
relative to your income. It does not presume 
that all debt is bad, but a measure how large 
of impact debt has on your income and your 
financial health.

Different commercial banks/credit institu-
tions use a range to determine if your ratio is 
good or bad, but generally, a ratio of 30 
percent or lower is considered excellent 
while more than 40 percent is regarded as 
high. It tells the lenders that you are already 
far in debt and may have trouble if a problem 
develops with your finances. Maintaining a 
good to excellent debt-to-income ratio is a 
form of financial security. It protects you in 
the event of a financial emergency because 
you are not living on the edge where a missed 
car or mortgage payment is possible.

Acknowledgement: This article was prepared based 
on the book by Ken Little (2007), titled “Personal 
Finance At Your Fingertips”.

Components | Annual Review | Planning Maths

      Mr. Daniel Loeto - Chief Financial Officer

7

8

4



23

By Lesedi S Senatla 

B Y  T H E  C A M E R A

1. From left to right: Minister of  Finance and Economic Development Dr. Thapelo Matsheka, BoB Governor Moses Pelaelo, Speaker of the National Assembly,
 Honourable Phandu Skelemani and Minister of  Trade and Investment, Honourable Peggy Serame during the Monetary Policy Statement launch.
2. The National Strategy Team during the High Level Workshop in Kasane that was held on February 6 – 7, 2020. From left to right – Professor Julius Atlhopheng,
 Ms Lorato Boakgomo-Ntakwana and Mr Moatlhodi Sebabole
3. From left to right -  Minister of Employment, Labour Productivity and Skills Development, Honourable Mpho Balopi, Minister of Infrastructure and Housing
 Development, Honourable Mmusi Kgafela, Minister of Mineral Resources, Green Technology and Energy Security,Honourable Lefoko Maxwell Moagi and BoB
 Board Member Mr B. Ditlhabi sharing a light moment after the Economic Briefing for Cabinet.
4. From left to right – Bank Gaborone Managing Director Mr Sybrand Coetzee and Deputy CEO Mr Sriram Gade sharing a light moment during the Monetary
 Policy Statement launch.
5. From left to right – BoB Director, Financial Markets Department, Mr Lesego Moseki sharing a light moment with Minister of Environment, Natural Resources
 Conservation and Tourism,  Honourable Phildah Kereng
6. From left to right – Banc ABC Managing Director, Kgotso Bannalotlhe, Stanbic Bank Botswana Chief Executive Officer, Mr. Samuel Minta and Minister of
 Agricultural Development and Food Security. Honourable Karabo Socraat Gare sharing a light moment during Monetary Policy Statement Launch
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HEADQUARTERS 
Physical Address 17938, Khama 
Crescent, Gaborone, Botswana 9597

POSTAL 
Private Bag 154, Gaborone, Botswana
Telephone: 360 6000
 
Botswana Road; Plot 764/5, 
Main Mall (Former BTC Offices)
 

FRANCISTOWN BRANCH
9597, Thapama Circle
Francistown
Botswana
 
Private Bag F212
Francistown
Botswana
Telephone: 241 0450 / 240 0400
 
Visit www.bankofbotswana.bw
Email: info@bob.bw/comms@bob.bw

Handling
of banknotes
It is important to always sanitize
YOUR HANDS when handling banknotes

Please do NOT try to sanitize the banknotes,
you can easily damage them

CORONAVIRUS ALERT!


