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How Mineral Wealth has impacted the economic development of Botswana 

 

Botswana's transformation from one of the world's poorest countries at independence to a 

thriving economy is one of Africa's greatest success stories. This is largely due to its effective 

management of mineral resources. These include their reserves of copper, nickel, sodium 

carbonate, potash, salt, coal, iron, silver and more prominently known, their diamonds. The 

diamond business in Botswana, has helped the country rise to become one of the world's top 

exporters of diamonds. While diamonds have generated significant wealth for Botswana, they 

have also created a complex dependency on mineral resources. This dependency makes 

Botswana's economy vulnerable to fluctuations in global demand. Facing risks like competition 

from synthetic diamonds and demand volatility, Botswana is strategically diversifying beyond 

mineral resources to promote sustainable growth in tourism, agriculture, and manufacturing. 

This report will explore Botswana’s economic structure, historical development, and the role 

of mineral wealth in advancing its socio-economic goals. It further examines the government’s 

efforts to mitigate economic vulnerabilities, address unemployment, and foster a future of 

balanced, inclusive growth. 

Through analysis of Botswana, we see it is one of the most developed countries in sub-

Saharan Africa, mainly due to its vast mineral resources. Moreover, it is recognized as one of 

the world’s largest diamond exporters. Their diamond exports account for over 87% of the 

nation’s export revenues and nearly 30% of its GDP. This dependence on diamonds poses 

risks, especially with the rise of synthetic diamonds. Moreover, this rise in synthetic diamonds 

could potentially reduce demands for diamonds over the coming two decades. Alongside its 

diamond reserves, Botswana also holds mineral deposits of copper, nickel, sodium carbonate, 

potash, salt, coal, iron and silver, though these resources are less exploited (Exama, 2018). 

In addition to mining, a significant proportion of Botswana’s population relies on agriculture, 

mainly in rural areas. Although this sector contributes only 2% to GDP, livestock represents 

about 4% of this. Due to its high dependence on minerals, Botswana is actively seeking to 

diversify its economy to promote stable growth (Ministry of Economy, Finance and Industry, 

2024). For instance, the tourism sector, currently contributing to 10% of GDP, continues to 

expand (International Trade Administration, 2024). 

Moreover, to support these diversification efforts, the government is implementing initiatives 

to encourage entrepreneurship and attract foreign investment. Significant investments are 

also being directed toward education, healthcare, and infrastructure, including advancements 

in transport, telecommunications, and energy (World Bank Group, 2024). Despite these 

strategies, Botswana’s unemployment rate remains a concern. In 2022, 25% of the population 

was unemployed, with youth unemployment over 35%. This is mostly due to a discrepancy 

between the workforce's skills and employers' demands (Exama, 2018). 

Looking at Botswana’s history, since their independence, Botswana has transformed from one 

of the world's poorest nations into a middle-income success story. Socially, politically, and 

economically, Botswana transitioned from a low-income to a middle-income nation. This is 

largely due to their mineral wealth. From the 1970s onwards, diamonds mainly fuelled 

Botswana’s economic growth and development (Matshediso, 2005). Unlike most African 

colonies which were initially sought for economic exploitation, Botswana’s early value to Britain 

was mainly strategic, as the existence of Botswana mineral wealth was unknown at that time. 
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This strategic interest was revolved by maintaining Botswana as a buffer state. This was to 

prevent conflicts between British colonies in South Africa and those of Germany and Portugal. 

Essentially, Botswana served as a neutral zone to avoid territorial disputes and maintain 

regional stability (Beaulier and Subrick, 2006). 

Before the discovery of diamonds, Botswana’s economy relied heavily on cattle exports. 

However, this changed with the discovery of diamonds in the late 1960s. In the late 1960s, 

the economic system changed rapidly with this boom in minerals and diamonds became the 

main economic sector, especially in rural areas. From the exploitation of these deposits, 

Botswana was able to contribute massively to the development of their urban settlements 

which aided their transition to a middle-income country later. Geological surveys conducted 

post-independence identified diamonds alongside the existence of silver, gold, lead, zinc, 

antimony, tungsten, chromium, iron, soda ash manganese, copper, nickel, coal, soda ash and 

salt (Gwebu, 2012). This set the stage for Botswana’s rise as one of Africa’s most stable and 

economically free nations today, with GDP per capita on par with emerging economies like 

Brazil and Turkey (Harvard International Review, 2024). 

According to the International Monetary Fund (2024), Botswana’s reliance on diamonds 

carries risks, such as market volatility and dependence on global demand, highlighting the 

need for economic diversification. Despite this, the country recorded a high GDP per capita in 

2023, reaching 3,283 million U.S. dollars which was followed by Russia who scored 3606.4 

million U.S. dollars worldwide (Jaganmohan, 2024). Even so, Botswana’s projected growth is 

expected to slow to 1% in 2024 due to reduced diamond production, partially offset by ongoing 

construction projects and the aforementioned diversification challenges. Nevertheless, with 

strategic government initiatives, Botswana is positioned for significant growth in the coming 

years (International Monetary Fund, 2023).  

Following Botswana’s journey from one of the world’s least developed nations to a middle-

prudent management, Botswana leveraged mineral revenues for long-term growth. Moreover, 

to save surplus revenues and protect the economy from external shocks, the government 

implemented macroeconomic policies, including the establishment of the Pula Fund, a 

sovereign wealth fund, to shield the economy from external shocks (Acemoglu, Johnson and 

Robinson, 2003). Additionally, adoption of the Sustainable Budget Index which requires the 

reinvestment of mineral revenues to offset resource depletion, has contributed to sustainable 

development. This closely follows Hartwick's Rule which requires that a nation invest all rent 

earned from exhaustible resources currently extracted (Lange and Wright, 2004). Since 

independence, Botswana has achieved one of the fastest economic growth rates in the world, 

averaging 9%. One of the most important factors to consider is Botswana's ability to manage 

its resources in a wise and efficient manner, which will result in long-term growth and stability. 

In order to reduce poverty and improve the quality of life for Botswana's citizens, the 

government has successfully reinvested diamond revenues. As a result of these investments 

in social services, such as education and healthcare, literacy rates and life expectancy have 

increased (World Bank Group, 2015). A survey conducted in the mid-1990s indicated that 47% 

of the population was still living in poverty, and despite increases in per capita income, there 

is still a need to address these disparities (Lange and Wright, 2004). To reduce poverty, 

Botswana relies heavily on reinvesting mineral rents into human capital and social activities. 

Besides using diamond revenues to fund social services, Botswana has implemented a multi-
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sector approach to poverty reduction, guided by the National Strategy for Poverty Reduction 

(NSPR) since 2003. Through programs like CEDA and LEA, as well as cost-effective social 

safety nets, this strategy emphasises broad-based economic participation, entrepreneurship 

support, and social safety protections. Although these efforts have helped reduce poverty 

rates both in rural and urban areas, challenges remain in tackling inequality, particularly in 

rural areas and among women-headed households (Magombeyi and Odhiambo, 2017). 

As well as this, revenue generated from diamond mining has been used to fund infrastructure 

projects that have enhanced the country's economic capacity and improved the lives of its 

citizens. Economic diversification and integration into the global economy have been made 

possible by major investments in roads, telecommunications, and electricity. Despite this, not 

all public investments have been productive, and there is evidence that some have even 

resulted in depletion of other forms of natural capital, such as overinvestments in water supply 

infrastructure (Lange and Wright, 2004). It is clear from this that better allocation of mineral 

revenues is necessary to sustain economic growth. 

It is also important to note that the government has created opportunities for citizens to 

participate actively in the management and operation of the mining industry, as well as 

providing training and development opportunities that support long-term economic growth. A 

significant portion of Botswana's diamond revenues goes toward funding universal primary 

education and heavily subsidising secondary and tertiary education. Consequently, the 

country has one of the most educated workforces in Africa (Good, 2008). 

Additionally, to support youth development and counteract unemployment, several initiatives 

were introduced to young people with valuable skills, work experience, and opportunities for 

community engagement. Some include, The Tirelo Sechaba national service program which 

allows youth to gain hands-on experience and essential skills through structured service 

placements. This is complemented by the National Internship Program, which provides work 

assignments to graduates to improve their employability and facilitate their entry into the 

workforce. Furthermore, Back-to-School Programmes encourage youth to re-engage with 

academic and vocational training to improve their skills and qualifications. Together, these 

programs aim to strengthen the employability and the population's work readiness (Mogomotsi 

and Madigele, 2017). 

Building on Botswana currently and throughout history, their economy was driven by its 

mineral wealth, especially around diamonds and other minerals like copper, coal bed methane 

and manganese (World Bank, 2024). According to the (African Economic Outlook, 2024), 

reports show a slowdown in the diamond trade because of drought conditions and poor global 

demand. In 2023, Botswana's economic growth slowed down by 3.3%, mostly because of a 

drop in the market for diamonds. 

In response Botswana’s government focused on fiscal expansion to boost growth and 

employment through market development. Furthermore, to lessen poverty and inequality, they 

also lowered trade and regulatory barriers. Through these operations they hope to stabilise 

growth to between 3.5-4.0% from 2024 to 2026. However, the uncertainties surrounding the 

worldwide diamond market limit this to an extent.  

Despite these challenges, Botswana's inflation rate has remained within the Bank of 

Botswana's target range of 3-6%, averaging at 5.2%, but is still a significant decline from 
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12.2% in 2022 (World Bank, 2024). However, in 2024, growth is anticipated to increase to 

4.0% as diamond sales rebound. Moreover, the 2023 De Beers diamond sales deal, which 

increased Botswana's control of diamond production from 25% to 50%, is expected to 

generate new jobs across the industry's value chain, helping to reduce high unemployment 

rates. Moreover, this would further include youth unemployment, which reached 34.4% in the 

third quarter of 2023 (African Economic Outlook, 2024). 

Considering the future of Botswana, they aim to transition from an upper-middle-income 

country to a high-income country by 2036 under its Vision 2036 plan. Additionally, the 

government is concentrating on economic diversification to support sustainable economic 

development to lessen dependency on diamonds as a growth assistance. This includes 

investing in sectors such as tourism, manufacturing, and services using revenues derived from 

diamonds. Moreover, continued dependence on mining exposes Botswana to external shocks, 

such as geopolitical and climate-related risks (International Monetary Fund, 2022). Even so, 

while Botswana's long-term outlook still relies on its mineral wealth, the country’s steady 

diversification and targeted reforms are creating a more balanced economy. This is reflected 

by the growing proportion of non-mineral sectors, which now account for more than three-

quarters (76.2%) of GDP, setting up Botswana for long-term, steady growth (African Economic 

Outlook, 2024). 

Given continuous efforts to stabilise Botswana’s economy, the question of whether Botswana 

can effectively manage the difficulties of economic diversification arises. Key strategies to this 

include sustainable development of diversification and enhancement of small and medium 

enterprises’ access to finance. The Economic Reform and Transformation Plan (ERTP) aims 

to diversify the economy, improve support for SMEs, and foster long-term sustainability to 

lessen Botswana's reliance on diamond exports (International Monetary Fund, 2022). 

Additionally, this plan has aided Botswana’s economic recovery post COVID-19, as a need for 

economic diversification was especially highlighted by the COVID-19 pandemic. When global 

demand for diamonds plummeted due to the pandemic, Botswana's economy suffered 

significantly. Key sectors like mining, trade, hotels, and restaurants experienced substantial 

declines, leading to an overall economic contraction (Botswana Socio-Economic Impact 

Analysis of COVID-19, 2020). From this, we see that currently, Botswana’s government's 

strategic approaches aim to support inclusive growth across several industries and help the 

nation resist external shocks (International Monetary Fund, 2022). Theoretically, Botswana’s 

future is promising, as they are making their economy to be less vulnerable to fluctuating 

global prices of diamonds. This development supports long-term development and growth for 

its citizens.  

To conclude, Botswana’s transformation from one of the world's poorest nations to a thriving 

middle-income economy highlights the country's careful management of its mineral wealth, 

especially diamonds. While diamonds have driven much of Botswana's economic success, 

the volatility of global markets and the rise of synthetic alternatives underline the need for 

diversification and close management of their mineral wealth. Recognizing these risks, the 

government has invested strategically in sectors such as tourism, manufacturing, and services 

and has implemented several initiatives like Vision 2036 and the Economic Reform and 

Transformation Plan (ERTP) to achieve sustainable growth. These efforts aim to reduce 

poverty and unemployment, improve infrastructure, and broaden economic participation, 

positioning Botswana to transition to a high-income economy and enhance resilience against 
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external shocks. If sustained, these initiatives could secure long-term prosperity, making 

Botswana an inspiring model of how resource-rich nations can leverage mineral wealth to 

foster inclusive, balanced growth. Through this analysis of Botswana, we see that 

geopolitically the country is potentially heading towards a bright future and stands as one of 

Africa’s greatest success stories, with likely more to come. Moreover, Botswana serves as an 

inspiration for other countries striving toward brighter futures. 
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