EXECUTIVE SUMMARY

Purpose and Context

This Country Analysis (CA) provides an integrated, forward-looking assessment of Botswana’s
development trajectory at a moment of structural transition. Botswana enters the second half of
the 2020s facing a convergence of pressures: a sharp contraction in diamond revenues following
global market shifts; tightening fiscal space after years of counter-cyclical spending; persistent
inequality and high unemployment despite upper-middle-income status; and intensifying climate
and water stress. At the same time, the country retains strong fundamentals, including political
stability, sound institutions, a history of prudent macroeconomic management, and a clear long-
term national vision articulated through Vision 2036, the Botswana Economic Transformation
Programme (BETP), and National Development Plan 12 (NDP12).

This CA moves beyond a descriptive assessment of sectoral outcomes to examine Botswana’s
development as an interconnected system. It combines a system scan of the current state
(Horizon 1) with foresight analysis and scenario thinking to explore plausible future pathways
toward Vision 2036 (Horizons 2 and 3). The analysis is evidence-based and impartial, drawing on
national and international data already embedded in the report, and is intended to inform strategic
prioritisation, policy coherence, and collective action.

Botswana’s Development System Today (Horizon 1)

Botswana'’s development model has delivered decades of stability and income growth, anchored
in diamond-led growth, effective public administration, and social investments. However, the
same model now exhibits clear structural limits.

Economic growth has slowed markedly. Following post-pandemic recovery, real GDP growth
weakened sharply as global diamond demand softened. GDP growth in 2024 was negative, and
2025 outcomes reflect continued volatility, underscoring Botswana’s exposure to external shocks
and the narrowness of its production base. Over the medium term, long-run growth remains
constrained at around 3—-4 percent, insufficient to meet Vision 2036 ambitions without a serious
and sustained structural transformation.

Fiscal space has tightened. After a balanced budget in FY2021/22, large deficits emerged as
mineral revenues declined and public investment increased. The FY2024/25 budget deficit
reached a high level, while public debt rose to around 30 percent of GDP, still moderate by
international standards, but a significant increase relative to Botswana'’s past. Government cash
buffers and foreign reserves have declined, narrowing room for counter-cyclical policy. Inflation,
which spiked in 2022 due to global price pressures, has since returned to the Bank of Botswana'’s
target range, allowing cautious monetary easing, but cost-of-living pressures remain salient for
households.



Social outcomes remain uneven. Botswana continues to face one of the highest inequality levels
globally, with a Gini coefficient above 50. Unemployment remains persistently high, particularly
among youth despite substantial public spending on education and training. Poverty has declined
over the long term but remains elevated in rural areas and among specific population groups,
reflecting spatial and social disparities. These patterns indicate that growth has not translated
into broad-based employment or inclusive income gains.

Climate and environmental stress are intensifying. Botswana is highly exposed to droughts,
rainfall variability, and water scarcity, which affect agriculture, rural livelihoods, energy security,
and ecosystems such as the Okavango Delta. Environmental degradation and climate shocks
increasingly intersect poverty, food security, and fiscal risks, reinforcing vulnerabilities across the
system.

Institutional capacity and implementation constraints are emerging as binding challenges. While
Botswana’s governance remains strong by regional standards, the scale and complexity of the
transformation required place new demands on public sector coordination, delivery capacity, and
data systems. Rising wage bills, pressures from state-owned enterprises, and coordination gaps
across institutions risk undermining reform momentum if not addressed.

Cross-Cutting Structural Challenges
Five interlinked challenges cut across Botswana’s development system:

1. A narrow economic base and limited employment creation, leaving growth and fiscal
revenues highly exposed to diamonds and global cycles.

2. Persistent inequality and social exclusion, with strong spatial, gender, and
intergenerational dimensions that constrain human development, the enjoyment of
human rights and social cohesion.

3. Underutilised human capital, reflecting skills mismatches and limited absorption of
educated youth into productive employment.

4. Climate stress and environmental fragility, increasingly shaping economic, social, and
fiscal risks.

5. Institutional and implementation constraints, including coordination, execution capacity,
and data gaps that weaken policy effectiveness.

These challenges are mutually reinforcing and cannot be addressed through isolated sectoral
interventions. They require integrated transitions across economic structure, human capital,
climate resilience, and governance.

Foresight and Alternative Futures (Horizons 2-3)

Looking ahead (2026-36), Botswana’s trajectory can be understood through three stylised
scenarios, reflecting different policy choices and external conditions.



Under a baseline scenario, Botswana experiences gradual recovery after the mid-decade shock,
with growth rebounding modestly as diamond markets stabilise and public investment resumes.
Growth converges toward its long-run potential of around 3-4 percent after 2026. Fiscal
consolidation proceeds gradually, with deficits narrowing over time and debt stabilizing, while
resources are ringfenced for social spending. While macroeconomic stability is preserved,
progress toward diversification and inclusive growth remains incremental, leaving Vision 2036
targets at risk.

An optimistic scenario assumes successful implementation of economic transformation
reforms, stronger private investment, and diversification into sectors such as renewable energy,
tourism, services, and regional trade. Growth accelerates into the 5 - 7 percent range in the late
2020s and early 2030s, unemployment declines, and fiscal balances improve as revenues
broaden. In this scenario, Botswana approaches high-income status by the end of the Vision
period, supported by productivity gains, digitalisation, and effective climate adaptation.

A pessimistic scenario reflects deeper or prolonged decline in diamond revenues, delayed
reforms, and adverse external shocks. Growth remains weak or volatile, fiscal deficits persist,
debt rises toward unsustainable levels, and social pressures intensify. Climate shocks and water
scarcity compound vulnerabilities, risking a prolonged period of low growth and rising inequality
- a “lost decade” scenario.

These scenarios highlight that Botswana's future is not predetermined. Policy choices and
implementation effectiveness during Horizon 1 will critically shape whether the country
transitions toward the optimistic pathway or remains trapped in structural vulnerability.

Risks and Opportunities on the Path to Vision 2036

Botswana faces material risks to achieving Vision 2036, including continued reliance on a single
commodity, fiscal pressures, persistent inequality and unemployment, climate impacts, slow
diversification, and public sector capacity constraints. External risks - global recessions, shifts in
diamond demand, regional economic conditions, and health shocks - add further uncertainty.

At the same time, the country has significant opportunities. A youthful population presents a
potential demographic dividend if matched with relevant skills and jobs. Digitalisation and
technological adoption offer pathways for productivity gains and service-led growth. Abundant
solar resources position Botswana to advance a green energy transition and attract climate
finance. Regional integration through AfCFTA and SADC expands market access and value-chain
opportunities. Strong governance, political stability, and national ownership of development
strategies remain critical assets.



Transition Logic: From Horizon 1 to Horizon 3

The Three Horizons framework provides a coherent narrative for Botswana’s transformation.

e Horizon 1 focuses on stabilisation and preparation, managing fiscal and macroeconomic
pressures, protecting vulnerable populations, and initiating reforms and pilot initiatives.

o Horizon 2 represents the transition phase, where diversification accelerates, new growth
sectors scale up, and institutional reforms deepen. This period requires careful
management of tensions between declining legacy sectors and emerging opportunities.

e Horizon 3 embodies the Vision 2036 outcome: a diversified, inclusive, and climate-
resilient high-income economy supported by effective institutions and a skilled
population.

Progress across horizons depends on sequencing, coherence, and sustained implementation
rather than isolated policy actions.

Figure ES.1: Integrated Transformation Pathways toward Vision 2036
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Figure ES.1 provides a visual synthesis of the Country Analysis, illustrating how Botswana’s development
transition unfolds across three horizons—from near-term stabilization, through a period of scaling
diversification and reform, toward the Vision 2036 end-state of a diversified, inclusive, and resilient high-
income economy. It highlights the role of cross-cutting enablers, including human capital, governance, climate
resilience, and digitalization, in supporting progress across all horizons.



Implications and Way Forward

As summarized in Figure ES.1, this CA underscores that Botswana’s development challenge is
not one of vision, but of transition. The central task is to convert strong fundamentals and long-
term aspirations into integrated, system-level change. This requires aligning economic
transformation, social inclusion, climate resilience, and governance reforms within a coherent
transition pathway.

The analysis provides a shared evidence base to inform strategic prioritisation, policy coherence,
and coordination across Government, the UN system, development partners, the private sector,
and civil society. By addressing immediate vulnerabilities while investing in future-oriented
transitions, Botswana can navigate current shocks and place itself on a sustainable path toward
“Prosperity and Peace for All" by 2036.



