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SUB-SAHARAN AFRICAN “SYNDROMES”: THE DIFFERING EXPERIENCES OF ZAMBIA AND BOTSWANA**

Most Sub-Saharan African countries gained their independence from the 

European colonial powers after World War II.  Since then, the majority of them have had difficulty raising their living standards and have fallen behind countries like South Korea, which at one time were just as poor.  Table 1 shows the growth rate of real GDP per capita adjusted for purchasing power parity (PPP) in historical perspective compared with the rest of today’s developing world.
	TABLE 1

Average Annual Growth Rates of Real GDP per Capita (PPP-adjusted 1990 dollars) in Percent

	                                                         Other developing regions

                                                                                 Of which:



	
	Sub-Saharan Africa
	Total
	Latin America
	Asia
	Middle East, North Africa

	1820-70
	0.2
	-0.1
	0.0
	-0.1
	0.5

	1870-1913
	0.2
	0.7
	1.8
	0.5
	1.2

	1913-50
	1.1
	0.5
	1.4
	-0.1
	1.1

	1950-2001
	0.7
	3.0
	1.7
	3.4
	2.2

	Source: Ndulu and O’Connell, p. 16


While Africa’s growth performance is not noticeably worse than that of the other developing areas before 1950 (and indeed is better in portions of the entire period), it deteriorated after that.  Growth in much of the rest of the developing world, particularly, Asia, accelerated after 1950 compared with the period 1913-50, but Africa’s decelerated.

Table 2 compares Sub-Saharan Africa’s performance on several indicators of economic and social development with the performances of Asia and Latin America in the late 1990’s.  These data affirm that Africa lags behind the rest of the developing world on almost all criteria.

	TABLE 2

COMPARATIVE DEVELOPMENT

	
	GDP per Capita

1998

(US $)
	GDP per Capita

1998

(PPP $)
	Average Annual Growth Rate of GDP per capita

1965-98
	% of Eligible Population Enrolled in Primary School

1997
	% of Eligible Population Enrolled in Secondary School

1997
	Life Expectancy at Birth

1997*

	SUB-SAHARAN AFRICA
	510
	1,440
	-0.3
	56.2
	41.4
	48.9

	EAST ASIA AND PACIFIC
	990
	3,280
	5.7
	97.8
	58.3
	70.0

	LATIN AMERICA AND CARIBBEAN
	3,860
	6,340
	1.3
	93.3
	65.3
	69.5

	*Life expectancy in many African countries began to fall in the 1990’s due to the impact of HIV/AIDs

	Source: Acemoglu, Johnson, and Robinson, p.81



Collier and O’Connell point out that coastal African countries did not participate to the same extent in the expansion of international trade as many other developing countries with access to the ocean.  They also note that the economies of African countries rich in natural resources underperformed compared with resource-rich countries elsewhere.  (Collier and O’Connell, p. 88). Thus, the explanation for Africa’s development failure does not lie in lack of opportunities for growth but potentially in the choices (including policy choices) African countries made about how to grow.  They posit four syndromes to which African policy has been prone that potentially explain the relative failure.  First, there were regulatory syndromes.

Most African countries became independent at a time when socialist and communist strategies of economic development were fashionable….The core of socialist and communist economic strategy was the regulation of economic activity, the ownership of productive enterprises by the state, and an industrialization strategy modeled, at least loosely, on that of the USSR and pursued behind high trade barriers financed through the taxation of exports.  Additionally, at the level of political institutions, socialism and communism at least in Africa were used to justify one-party states.
 (Collier and O’Connell, p. 90)

Secondly, there were redistributive syndromes:  African governments have often redistributed income toward ethnic and/or regional groups in a way that transfers resources from high-productivity to low-productivity activities, diverts funds from providing needed capital goods, or encourages more rent-seeking.  The consequence of these redistributions is slower growth.  (Collier and O’Connell, p. 91).  
Third, intertemporal syndromes were evident.  Specifically, African nations have undervalued activities that yield gains in the future in favor of those that generate returns in the present.  (Collier and O’Connell, pp. 93-94).  This is detrimental to growth because the fundamental purpose of growth is to raise the living standards of future generations and thus requires that society place a larger value on future outcomes.  Channeling savings into investment is the obvious example: saving requires sacrificing consumption in the present in order to finance investments that yield even higher consumption years down the road.  Thus, to save, and therefore sacrifice today, people must place a high value on the future.  This was not always the case in Africa.  
The final syndrome Collier and O’Connell emphasize is state breakdown “where the state is unable to maintain internal security…During our period, Africa was increasingly affected by violent rebellion…” (Collier and O’Connell, p. 96).  

The following case studies explore the fortunes of Zambia and Botswana.  Both are resource-rich countries which achieved independence from colonial Britain in the middle 1960’s.   Despite these basic similarities, their patterns of growth have been markedly different.  The table below compares income per capita, growth rates and social indicators for Botswana and Zambia in the late 1990’s.

	TABLE 3
BOTSWANA AND ZAMBIA IN COMPARATIVE PERSPECTIVE

	
	GDP per Capita

1998

(US $)
	GDP per Capita
1998

(PPP $)
	Average Annual Growth Rate of GDP per capita
1965-98
	% of Eligible Population Enrolled in Primary School
1997
	% of Eligible Population Enrolled in Secondary School

1997
	Life Expectancy at Birth
1997*

	BOTSWANA
	3,070
	5,796
	7.7
	80
	89
	47

	ZAMBIA
	330
	678
	-2.0
	72
	42
	40

	*Life expectancy in many African countries began to fall in the 1990’s due to the impact of HIV/AIDs

	Source: Acemoglu, Johnson, and Robinson, p.82


Botswana has performed significantly better than Zambia on all of the above indicators of development.  Indeed, Zambia’s performance is more representative of Africa as a whole than is Botswana’s.  The reason for their divergent outcomes is that Zambia fell victim to the African “syndromes” and Botswana avoided them.  The following case studies discuss the reasons for this.

Zambia: Falling Victim to the “Syndromes”
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1.
Introduction.

The Republic of Zambia was built on copper—“born with a copper spoon in its mouth,” as the saying went.  Travelers arriving at the national airport in Lusaka (the capital) are greeted by a fountain made out of a huge chunk of copper ore, and a giant map of Africa made out of burnished copper hangs on the wall of the arrivals hall just to make the point absolutely clear.
(Beattie, p. 108)
Zambia’s economic performance has been disappointing.  When Zambia achieved independence from Britain in 1964, its economic future looked bright.  It had immense mineral wealth and a fair amount of fertile farmland.  Its first President, Kenneth Kaunda, was a charismatic leader whose policies were guided by a personal philosophy that viewed development as a process that should be managed in a way that benefits each and every individual.  Between 1973 and 2000, copper production declined steadily and other sectors, like agriculture and manufacturing, did not expand to offset this.  (U.S. Department of State, p. 7).  Consequently, the standard of living declined.  At independence, Zambia had one of the highest incomes per capita in the region, but by the mid-1980’s real gross national income per capita was one-third less than in 1964. (Gulhati, p.25).  Zambia fell from a middle-income country, as classified by the World Bank, to a low-income country. (U.S. Department of State, p. 6).  The major reason is that Zambia is typical of sub-Saharan African countries whose policies have exhibited the anti-growth “syndromes.”  
2. A Brief History of Zambia before Independence.

Zambia is a land-locked country with an area a little larger than that of the state of Texas. (U.S. Department of State, p. 1).  The population is divided among more than 70 Bantu-speaking ethnic groups.  The indigenous hunter-gatherer occupants of Zambia began to be displaced or absorbed by more advanced tribes about 2000 years ago. (U.S. Department of State, p. 2).  Until the 18th century, Zambia was influenced very little by forces outside Africa.  This changed during the 18th and 19th centuries as Afro-Arabs and then Europeans penetrated the African interior to establish trade in copper, ivory, gold, and slaves.  (Kaplan, p. 4).  
Colonial Britain ultimately acquired Zambia, with the help of the industrialist Cecil Rhodes, during the European “scramble for Africa” in the late 1800’s.  Rhodes, who had gained control of the Kimberley diamond industry in South Africa, received a royal charter for his British South Africa Company.  This gave him the power to enter into treaties with local authorities on behalf of the British.  He used this power to expand his mining empire.  (Kaplan, p. 23).  “In 1888, [Rhodes] obtained a mineral rights concession from local chiefs [in Zambia].  In that same year, Northern and Southern Rhodesia (now Zambia and Zimbabwe, respectively) were proclaimed a British “sphere of influence,” with Rhodes’ company administering both.  The company preferred to concentrate on the commercially more promising Southern Rhodesia and only gradually brought the northern portion under direct rule.  By the 1920’s, the company was looking to lower its administrative expenses and to unify Northern and Southern Rhodesia with South Africa, which had become independent of Britain.  The European settlers in both parts of Rhodesia opposed union with South Africa.  Consequently, Southern Rhodesia was allowed to be a “self-governing” colony of Britain in 1923 and “Northern Rhodesia was transferred to the British colonial office in 1924 as a protectorate.” (U.S. Department of State, p. 3).  

Initially, the British rulers tried to encourage Europeans to settle in Northern Rhodesia and farm the land.  To facilitate this, they forced many Africans to move away from the most productive agricultural areas to more marginal land.  The influx of farmers to less fertile areas depleted the soil.  Further, Europeans did not move in the numbers anticipated and much of the fertile land set aside for them was underutilized.

The colony’s economic salvation came in the form of copper.

The rapid emergence of the copperbelt was the dominant economic and political factor in Northern Rhodesia after the 1920’s.  The discovery of major copper deposits, new prospecting and extracting techniques, and rising world demand for copper made large-scale operations feasible and profitable.  The railroad, originally built to service the mining complexes to the north and south of Northern Rhodesia, could now be used to overcome the transport problem of the landlocked territory.
(Kaplan, p. 26) 

By the late 1920’s, the copper industry was almost totally run by two heavily capitalized corporations: Selection Trust, a British company with substantial American backing,  and Anglo American Corporation, owned by Ernst Oppenheimer who was Cecil Rhodes’ successor in the South African diamond industry.
Copper came to dominate the Northern Rhodesian economy.  By 1930, one-third of the native African wage earners in the country worked in the copper industry.  Thousands of others were employed servicing the mines and towns along the rail line by which the copper was carried for export.  
With mining output exported and equipment largely imported, the railroad and copperbelt combined to form an enclave whose good economic fortune did not spill over to the rest of the country.  “[B]y 1931, half of the white settlers…were concentrated in the copperbelt.” (Kaplan, p. 27).  

Prosperity bred vast disparities between the copperbelt-rail enclave and the rest of the territory and between European and African living conditions.  Indeed the African population received little in return for its contribution to the economy.  The Africans who flocked to the new towns and mines encountered discrimination in all its forms…the housing that was available to Africans was segregated and inferior even to rural African standards.  Neither the mining companies, the railroad, nor the colonial government provided adequate facilities and social services.  Education was left to the relatively few mission schools, which offered only primary education.  Lacking the wherewithal and the opportunity to gain the requisite training, Africans remained unable to compete on equal terms with the white settlers.  In short, the African labor force was virtually condemned to servile occupations and perpetual wage discrimination.

(Kaplan, p. 27)

The lack of opportunities for Africans forced many to seek work in mines and on plantations outside Northern Rhodesia.  “By the mid-1930’s…as many Northern Rhodesians worked outside the territory as inside, and more than half of the able-bodied males worked away from their home areas.


The repression of the Africans precipitated the formation of a nationalist movement.  It started in the African churches, becoming more vocal and active when it began to infiltrate social welfare societies and miners’ labor unions.  By the end of World War II, the nationalist movement had turned explicitly political with the formation of various parties that advocated for a larger role for Africans in affairs of state.  Kenneth Kaunda, a school teacher and the first president after Zambian independence, was part of the movement and was jailed more than once.  In January 1960, Kaunda was released from his second stay in jail and was elected as an official in the newly formed United National Independence Party (UNIP).


The British merged Northern and Southern Rhodesia and Nyasaland (now Malawi) into the Federation of Rhodesia and Nyasaland from 1953 to 1963.  The period was marked by continued agitation in Northern Rhodesia by and among the African nationalists, the European settlers, and the British colonial government.  The Federation was dissolved on December 31, 1963 and Zambia became an independent nation on October 24, 1964 with the UNIP dominating the political scene and Kenneth Kaunda as prime minister.
3. The Political Economy of Zambia after Independence: Government Gradually Increases Control of the Economy.

At independence Zambia was basically a private enterprise economy.   It had a well-developed mining industry focused largely on copper and an agricultural sector that was underdeveloped but had some potential.  Despite this, the legacy of colonialism left some challenges that Zambia would have to overcome if it was to succeed both politically and economically.  Zambian society was not characterized by ethnic or tribal animosities as in other former colonies because the struggle for liberation had been dominated by the “color” issue as the Africans battled the European settlers for political power. However, the development of the copper industry as an enclave, which had little effect on the rest of the country, had created massive economic disparities among different regions. These divisions would have to be overcome if Zambia was to avoid a polarizing political environment.  In addition, the administrative capacity of the country was weak due to the failure of the colonial government and the mining companies to invest in human capital; at independence Zambia only had about 100 university graduates. (Gulhati, p.25).  Kenneth Kaunda, the first prime minister had the potential to bridge some of the cleavages.  “His stature, authority, political adroitness, and lack of ‘tribal’ connections [made] him a truly national personality.” (Kaplan, p. 40).  
Kaunda espoused a personal philosophy that became known as “Humanisim.” “Zambian Humanism emphasizes community, unity, and harmony.  It stresses cooperation rather than conflict, egalitarianism instead of social rank, and common humanity rather than ‘tribal” identity.” (Kaplan, p. 40).  Kaunda argued that it was based on the principles of traditional African society.  Humanism was adopted as the official ideology of Kaunda’s UNIP on April 27, 1967.

Humanism shares many of the ideals of socialism with its emphasis on equality and cooperation.  However, Kaunda rejected the Communist/Marxist version of socialism because, he argued, it dehumanized man by making him subservient to the goals of society at large.  Instead, Humanism aspires to create a social order based on satisfaction of each individual’s basic needs.  Thus, the goal of economic development is to benefit each individual person, not just the nation collectively.  Kaunda wrote:


One has got to understand and appreciate that the powerful forces from the West which have been aggressively shattering in their individualist, competitive and possessive approach, have had serious and grave consequences on the African society…If the distribution of wealth is not done properly, it might lead to the creation of classes in society and the much-valued humanist approach that is traditional and inherent in our African society would have suffered a final blow…The way we plan our villages, towns, and cities, will have a lot to do with the way our nation is going to develop…whether we shall have high-, middle-, and low-class citizens….Such divisions of human beings [are] ungodly and contrary to the philosophy of Humanism in Zambia.    
   (Quoted in Kaplan, p. 143).  

Kaunda was no doubt influenced by the teachings of missionary Christianity (his father was an ordained minister of the Church of Scotland).  His thinking also followed from the general philosophy of anti-colonialist nationalist movements throughout Africa such as that of Ghana’s Kwame Nkrumah, which in turn was based on the ideas of Mahatma Gandhi, and the moderate reformist socialism of the British Fabians. (Martin, p. 77). 


The government’s economic and social goals were stated in the first two development plans (1966-70 and 1972-76).  They included:

· Improvement of the general level of well-being.

· Reduction of the disparity between rural and urban incomes.

· Training of Zambians to manage and operate the economy.

· And, diversification of economic activity to lessen dependence on mining.

   






(Kaplan, p. 162).  

Initially, there was no evidence that the government intended to move toward Marxist-style central planning, with the government owning the “means of production.”  “Government would obviously look after the social side by itself; on the productive side its role would be one of planning, of stimulating, but as a rule of going into business itself only when there was a specific reason for not leaving the job to private enterprise.” (Martin, p. 54).  However in 1968, the government began a series of measures that increasingly put the economy under government control.  At least two factors coalesced to change policy.


First, right after independence, the economy was adversely affected by (Southern) Rhodesia’s unilateral declaration of independence from Britain.  Though Britain had allowed (Southern) Rhodesia to govern itself, it refused to grant complete independence unless its white leaders allowed majority rule, which would have given political power to black African residents.  On November 11, 1965, the white Rhodesian Prime Minister Ian Smith declared independence, “the first time a British colony had done so since America in 1776…” (Institute of Commonwealth Studies, p.1).  When the United Nations imposed economic sanctions against Rhodesia, Zambia participated by closing its trade routes through the rebellious territory.  This had a devastating effect on the Zambian economy since most goods exported and imported passed through Rhodesia.  The Zambian government tried to enlist its traditional British business partners to help it reorient its transport system.  According to Martin, the firms were not willing to participate except on terms that were unacceptable to the Zambian government.  This unhappy experience, along with distrust and sometimes outright animosity between the Zambian government and white Zambian businessmen, helped convince Kaunda that the Zambian economy could not be left to the whims of international capitalists and the private sector. (Martin, pp. 82-88).  
Secondly, the government “takeover” may also have been politically motivated.  Relations within the ruling party, the UNIP, were fractious and the party was losing ground to the opposition. “[Kaunda] perceived the measures as the means through which he could attract loyalty within and outside the ruling party: he personally coined the slogan, ‘It pays to belong to the ruling party.” (Mwanawina and Mulungushi, p. 286).   In other words, by controlling the economy, the ruling party could offer “carrots and sticks” to build support.  (The party’s political difficulties continued, however, and in 1971, it got the legislature to pass a law establishing a one-party system to eliminate opposition.  In 1972, a one-party state, known as the Second Republic, was instituted.)


3.1 Initial Measures.


 “The first major step in the transformation was taken in 1968 through the Mulungushi Reforms, which established the policy and began the acquisition, of government majority holdings in existing large-scale private firms…” (Kaplan, p. 161).  To justify these policies, Kaunda argued that the foreign companies that dominated mining and manufacturing were exploitative and therefore humanism demanded that the government take control of them. (Gulhati, p. 22).  The next year, in the Matero Declaration, Kaunda announced that the government would acquire “full control” of the mining industry from the foreign multinationals that operated it.  However, the government recognized that it did not have the expertise to run the mining industry and thus the foreign companies had an advantage in the subsequent negotiations for the transfer.  The government ended up buying 51 percent of the stock held in the Zambian operations for U.S. $179 million.  The government’s stake was held by Zambia Industrial and Mining Corporation (ZIMCO) which became Zambia Consolidated Copper Mines (ZCCM) when the government acquired a larger share in 1981.  “Foreign minority shareholders were to provide management, marketing, and consultancy services for a fee.” (Gulhati, p. 18).  In 1971, the government began a program to reduce dependence on foreigners for management and technical skills (an example of what became known as “Zambianization,” moving Zambians into positions of importance in business and industry). The government reduced the length of the contracts that could be extended to foreign workers to three years and limited the extent to which expatriates could repatriate their earnings.  As a consequence, foreigners employed in the copper industry dropped from 16 percent of total employment in 1964 to 3.5 percent in 1983. (Gulhati, pp. 18-19).  

The government also took over the majority (51 percent) of shares in large companies outside mining (Mwanawina and Mulungushi, p. 285) and established the Industrial Development Cooperation (INDECO) to operate them.  “During 1968-72, the ownership pattern was transformed from predominantly private to a situation in which the public sector produced more than 50 percent of output.” In an attempt to favor domestic entrepreneurs, only “citizens” were allowed to own and operate businesses that provided rural transport services and building materials and to engage in domestic retail and wholesale trade outside of the major cities.  Government contracts of less than Kwacha 100,000 could only be awarded to “citizens” as well.  (Gulhati, p. 22).

At the end of 1970, the government closed down all foreign insurance companies, which gave the state-owned Zambian Insurance Company a virtual monopoly.  The government originally intended to nationalize the commercial banks, but abandoned the plan and established its own commercial bank (Zambian National Commercial Bank) to compete with the other banks. (Mwanawina and Mulungushi, p. 285).  

Thus, government policies resulted in a reorganization of business: small businesses were reserved for Zambian citizens, but were privately owned.  Large businesses were controlled by the government.



3.2. Government Agricultural Policy.


“The government’s declared intention, repeated on many occasions was to promote agricultural and rural development…” In the agricultural sector, the government fixed most crop prices [the prices it paid to producers], including those of maize, groundnuts, cotton, and sunflower seeds. (Gulhati, p. 20).  Initially, the fixed prices were different for each province.  However, in 1971, the government decided to adopt the principle of uniform pan-territorial and pan-temporal (from season-to-season) prices.  With respect to maize, the government’s goal was for Zambia to become self-sufficient.  It established the National Agricultural Marketing Board (NAMBOARD) in 1969 which had a near-monopoly on the marketing of maize and fertilizer so that these important commodities were not left to the vagaries of markets.  
While certainly expanding agriculture would reduce disparities between urban and rural incomes, which was consistent with the principles of Kaunda’s humanism, agricultural policy was also influenced by pure politics.  The urban sector was politically powerful at independence.  Despite the fact that only 24 percent of the population lived in cities, the national liberation struggle had been led by urbanites.  “It is this political reality that helps explain the centerpiece of agricultural policy – to assure cheap maize meal (the main food staple) in the cities.” (Gulhati, p. 30).  To do so, the government set the price of maize lower in urban areas than the price it paid maize producers.  
3.3. Government Policy toward Manufacturing.


The political influence of urban areas also partially explains the desire to promote industrialization, which tends to expand economic opportunities in cities. The government attempted to increase domestic manufacturing through a policy of import substitution, a popular method in developing countries after World War II.   

Import substitution is the production of goods and services that replace (or substitute for) imports.  Since new firms in developing countries are often unable (initially) to compete on world markets, import substitution protects domestic firms from international competition by erecting trade barriers that make imported products more expensive or more difficult to purchase, with the aim that over time firms will become more efficient and competitive.







(Perkins, Radelet, and Lindauer, p. 716)

In Asia and Africa, most countries adopted [import substitution policies] following World War II, as the newly independent countries wanted to develop their own industrial capacity and reduce their imports from the colonial powers.






(Perkins, Radelet, and Lindauer, p. 717)

To discourage imports of manufactured goods, the government initially imposed tariffs, taxes on imported goods.  These raised the prices of imported goods which encouraged buyers to purchase substitutes that were made domestically.  Table 1 below shows the average tariff rates in effect in 1975.  

	TABLE 1

UNWEIGHTED TARIFF RATES (percent)

1975

	Category
	

	Consumer goods
	

	---Food products
	 67.35

	---Other, nonfood
	342.45

	---Durables
	472.87

	Light intermediates
	182.49

	Heavy intermediates
	 29.77

	Capital goods
	 59.71

	All goods
	160.90

	Adopted from Gulati, Table 6, p. 24


The most heavily taxed imports were nonfood consumer goods (for example, clothing) and durable consumer goods (TVs, refrigerators, etc.).  The lowest tariffs were imposed on intermediate and capital goods, mainly because Zambian producers of consumer goods continued to have to import them.


Table 2 provides a brief summary of the policies the government pursued to bring the economy under government direction.

	TABLE 2

MAJOR ECONOMIC POLICIES 1968-69

	YEAR
	POLICY
	MAJOR ELEMENTS

	1968
	Mulungushi Reforms
	Nationalization of industries, greater government participation, “Zambianization,” and creation of parastatals

	1969
	Matero Declaration
	Nationalization of industries, greater government participation, “Zambianization,” and creation of parastatals

	
	Agriculture Policy (maize culture)
	Emphasis on maize production at the expense of other crops (monoculture)

	
	Tourism Policy
	“Zambianization” of travel lodges

	
	Mining Policy
	Creation of mining conglomerate, ZCCM

	
	Import Substitution Policy
	Tariffs on imports to encourage domestic production of manufactured goods

	
	Free education policy
	Expansion of education sector

	
	Free health policy
	Expansion of health sector

	Adopted from Mwanawina and Mulungushi, Table 27.5, pp. 288 - 292 



While the Zambian government’s role in the economy was not as pervasive as that of governments of other developing countries, it nevertheless was extensive.  By 1970, government spending was 41 percent of GDP.  “During the 1970s the number of parastatals expanded rapidly, from 14 to 147…At the end of the 1970’s, parastatal output accounted for 30 percent of GDP, 60 percent of investment, and 37 percent of formal sector jobs.” (Jansen and Rukovo, p. 23)  Government, rather than market forces, determined important prices, including interest rates, wages, and the exchange rate.
4.
Performance of the Zambian Economy.

The Zambian economy performed credibly until the mid-1970’s.  Table 3 shows growth rates for two periods for gross domestic product (GDP) and its components.

	TABLE 3

AVERAGE ANNUAL GROWTH RATES

(constant prices)

	Category
	1965-73
	1973-80

	GDP
	2.4
	0.3

	Agriculture
	2.0
	1.6

	Mining
	2.7
	               -0.3

	Manufacturing
	9.8
	0.5

	Services
	2.3
	0.4

	Source: Gulhati, p. 3


Real (constant-price) GDP grew at an average annual rate of 2.4% from 1965 to 1973, the earlier of the two periods.  Domestic manufacturing activity grew particularly strongly.  Some social indicators improved as well.  Life expectancy at birth rose from 44 years in 1965 to 49 years in 1973.  Enrollment in primary school rose from 53% of the eligible population to 97% over the same period, with secondary school enrollment increasing from 7% to 15%.  (Gulhati, p. 63)  However, growth deteriorated after 1973 with the annual percentage increase in GDP falling to 0.3%.  All sectors of the economy experienced slower growth with mining output contracting.
5.     Zambia and the African Syndromes.

To an extent the deteriorating performance of the Zambian economy after 1973 was due to exogenous factors over which the government had little if any control.  The decline in world copper prices in 1973 was the proximate cause. The Zambian economy was heavily dependent on copper production and 85 to 90 percent of Zambia’s foreign exchange earnings came from copper exports. In addition, harvest failures caused by drought and disruptions due to military activities related to neighboring Zimbabwe’s freedom struggle adversely affected the economy. (Gulhati, p. 3)
However, Zambia’s economic performance largely resulted from government policy choices which swept it into the whirlwind of the African syndromes.
5.1 Redistributive Syndromes.


As in many former colonies, power and resources had been skewed toward certain groups who curried favor with the colonial government.  In Zambia, British colonial rule and economic policies had created disparities between foreigners and Africans and between residents of the booming copper belt and the other areas of the countries.  The racial inequalities in particular had spawned the movement for independence, so it was natural that the government would want to redress them with redistribution policies. 


The core features of the government’s redistribution policies were:

· “Zambinization:” replacing foreign workers with Zambians.

· The development of domestic manufacturing to replace foreign imports, which would also reduce reliance on foreigners.

· The development of agriculture since most of the poor lived in rural areas.


Unfortunately, these policies reduced efficiency and growth.  In addition, they did not always have the intended effect of redistributing income and resources toward disadvantaged groups.  This was particularly the case with respect to rural areas.

5.1.1. The Effect of Zambinization

The government clearly wanted redistribution of resources and power toward Africans.  At independence, the skills and education of Zambians were low.  One way to improve their economic status would have been to increase education levels to give more Zambians the skills to perform technical and managerial jobs.  However, such a course takes time and in the interim scarce skills and expertise would have continued to be supplied by foreigners.  Given the Zambian distrust of foreigners, once the government began to intervene more strongly in the economy in the late 1960’s, calls for immediate improvement in the position of Zambians led to the policy of “Zambianization” which was designed to replace foreign workers with Zambians as quickly as possible.  

While the replacement of foreign workers with less skilled domestic workers certainly affected many sectors of the economy, it was most apparent initially in copper mining.  Gulhati cites the weakness of management and supervision in the copper industry, which was partly due to the loss of skilled expatriates, as a major source of the fall in productivity from 12.3 tons of copper per worker in 1973 to 11.7 tons in 1977 and to 9.7 tons in 1981.  (The policy was reversed in 1982).  (Gulhati, p. 19)

5.1.2. The Effect of Manufacturing Policy.


As discussed above, the political power of urban areas resulted in policies which redistributed income and resources toward the cities.  The promotion of domestic manufacturing through the use of trade barriers (import substitution) was one consequence.  Table 1 demonstrated that the highest tariff rates were imposed on imports of consumer goods in an effort to expand domestic production of these products.  Table 3 indicates that manufacturing expanded at a healthy annual rate of 9.8 percent from 1965 through 1973, but only increased 0.5% from 1973 to 1980.  The manufacturing sector became increasingly inefficient over time.  Total factor productivity, which measures output for given amounts of capital and labor, declined at an average annual rate of 3.8 percent between 1965 and 1980. (Guhlati, pp.22-23)  The policy structure contributed to this poor performance.  First, tariffs on imported clothing, shoes, and so on reduced the competition domestic manufacturers faced so they had little incentive to improve efficiency.  Second, relatively low tariffs on imported capital goods and the government policy of making foreign currency (dollars) available to importers at artificially low prices encouraged domestic manufacturers to import their equipment.  After the fall in copper prices on world markets reduced earnings from copper exports and therefore the amount of foreign currency available, domestic manufacturers had difficulty importing equipment and parts and thus output stagnated.  Third, a government committee allocated licenses to firms for imports.  Firms devoted time and effort to attaining these licenses.  “Management focus was on lobbying and other rent seeking activities during this period and not on improving productivity.” (Gulhati, p. 23)


Not only were the manufacturing activities that were established in Zambia subject to inefficiencies in and of themselves, those manufacturing industries failed to generate other manufacturing activities through linkages.   According to economic theory, manufacturing activities should result in backward linkages; that is, industries to supply materials and parts for the designated manufacturing industries should evolve over time.  For example, the establishment of an automobile assembly industry could lead to the growth of industries to supply parts and equipment for automobile assembly.  They may also result in forward linkages: the development of industries that use the manufactured goods.  For example, a textile weaving industry may result in the growth of a clothing industry.  These linkages help spread growth through the economy more broadly.  However, in Zambia, the manufacturing industries set up had very weak linkages to other sectors.  For example, the Fiat automobile plant set up in Livingstone assembled cars from a “kit” of parts imported from Italy.  Given the small size of the plant, which was designed to assemble 5000 cars a year, it was unlikely that viable industries to supply parts could have spring up in Zambia.  (Seidman, p. 607) The absence of strong linkages to other sectors held down the overall rate of growth of the economy.

In addition, Seidman argued that several of the manufacturing projects encouraged by government policy produced goods mainly for relatively well-to-do Zambian residents, which is inconsistent with the equity goals of humanism.  With respect to the Fiat assembly plant, she says:

… should Zambia, at this stage of its development, use scarce government investment funds to produce private cars for the few people with high incomes?  Or should it give priority to the production of simple tools and equipment – for example, animal-drawn ploughs, maize-grinding machines, bore-hole drills – to increase rural productivity and levels of living?  Or alternatively, should the government invest in the more rapid expansion of lorries and buses, to provide cheap transport for low-income rural dwellers and the goods they produce and buy?


















(Seidman, p. 608)

She also cites a plan to convert a factory that originally wove cotton fabric into one that wove polyester and rayon fabrics.  “…most of the consumers of these relatively expensive textiles are likely to come from the tiny high-income group which tends to insist on ‘quality’ regardless of cost.  The average Zambian…can seldom afford more than one or two shirts or dresses…” (Seidman, p. 609)

5.1.3.   The Effect of Agricultural Policy 

Despite the government’s stated goal of expanding agricultural production, which it justified on grounds of both food self-sufficiency and increasing the incomes of relatively poor rural residents, its agricultural policy was held hostage to the desire to keep food prices low for politically influential urban residents.  The government, which set agricultural prices and was responsible for storage and transport, kept the price in the cities of maize (corn), the main food staple, lower than the price it paid to farmers.  The difference in the two prices was effectively a government subsidy to farmers.  “The maize subsidy was 11 percent [of the price of maize outside Zambia] in 1967 [which] climbed to 57 percent by 1971.” (Gulhati, p. 21).  


Before 1971, the government set the producer prices it paid farmers differently for different provinces.  That is, in principle (if not in practice) prices would reflect local market conditions: prices would be lower in areas with surpluses and higher in places with shortages.  However, in 1971 the government decided to set uniform prices for all provinces at all times of the year. “This switch was made under the rubric of ‘equity’ considerations, and was also aimed at bringing traditional subsistence farmers into the cash economy.” (Gulhati, p. 20).  With the prices they received the same no matter where or when they sold their crops, farmers had an incentive to sell immediately to the National Agricultural Marketing Board (NAMBOARD), the government entity which had a near-monopoly on maize marketing.  Farmers thus no longer were willing to store maize to sell later on, which meant that the government bore all the storage costs.  In addition, the uniform price policy for maize raised prices in areas that normally produced surpluses, which encouraged farmers in those areas to plant even more.  At the same time, it lowered prices in deficit areas, discouraging production there.  Thus, more maize had to be shipped from surplus to deficit areas resulting in higher transport costs which the government Marketing Board paid.  (Jansen and Rukovo, p. 30) “The main beneficiary was the Eastern Province, a normally surplus area.  The government bore the transport cost of shipping the surplus over 600 kilometres to the main consumption centers.” (Gulhati, p. 20) 

The agricultural policies achieved some of the government’s equity objectives as smaller farms expanded.  Between 1969 and 1980 small and medium-size farms grew from 23 to 36 percent of the rural population, while the large-scale commercial farming sector declined slightly.  A simultaneous contraction of the subsistence sector indicates that more rural households were participating in the cash economy as the government intended.  However, overall agricultural production (60 percent of which is maize) in the first 25 years after independence only grew at an average annual growth rate of 2.5 percent, which is below the population growth rate of 3.7 percent. (Jansen and Rukovo, p.18)


The bottom line is that, though the government said it wanted to redistribute income and purchasing power toward the rural areas, rural residents on average were harmed relative to urban residents by the government’s policies.  The government fixed agricultural prices, which essentially fixed farmers’ incomes.  Further, the prices the government paid farmers were invariably below border prices; that is, farmers received lower prices from the government, to whom they were forced to sell, than they would have received if they had been able to sell their produce outside Zambia.  Meanwhile, the prices of manufactured goods, which farmers tend to buy, were high as a result of the tariffs used to protect domestic manufacturers from foreign competition.  Thus, farmers’ purchasing power fell relative to that of urban residents, or, as it is said, the agricultural terms of trade deteriorated.  
5.1.4. Summary of the Effect of the Redistributive Policies

Government policy redistributed resources in ways that reduced efficiency and slowed growth.  Ironically, the policies did not even succeed in the government’s stated goals of increasing the opportunities and incomes of the groups that were relatively disadvantaged during colonial times.  The reason is that policy tilted in favor of the politically powerful urban interests and therefore the poor, who mostly lived in rural areas, received little benefit.

5.2 
Regulatory Syndromes.


Zambia adopted the economic model, loosely based on that of the Soviet Union, in which the government is the fundamental driver of the economy.  This was not the original intention of President Kaunda and the other leaders at independence.  Kaunda’s philosophy of humanism was consistent with a more benign type of socialism, but events and political realities drove the government to exert increasing control over the economy, as discussed in the sections above.  The consequence was that Zambia experienced the inefficiencies of regulatory syndromes.


For example, the public sector adopted projects that were enormously costly and inefficient.  “Schools and hospitals tended to be overdesigned, leading to high unit costs.  Many projects were badly prepared and delayed in execution.” (Gulhati, p. 14)  In addition, when designing a project the government did not factor in recurrent costs.  These are “outlays on materials, such as textbooks for schools or drugs for health clinics, and on transport and other items required for government employees to perform effectively and for orderly maintenance and repair of buildings, roads, and so on.” (Gulhati, p. 15)  Because these costs had not been factored into the projects they were likely to be cut in times of budget tightening with the result that schools had no books and roads became full of potholes.  The impact of this poor planning and waste was to raise the overall incremental capital-output ratio from 7/1 in 1967-73 to 24/1 in 1973-79.  This means that it took over three times more capital to produce an additional unit of output in the later period, an indication of a decline in the productivity of capital. (Gulhati, p. 14)  

Several government agencies were involved in the planning and operation of any single industry.  In manufacturing, the Ministry of Development Planning and National Guidance was responsible for overall planning.  Various aspects of planning and operation were also managed by the Ministry of Trade and Industry (which was responsible for INDECO, the government holding company that essentially “owned” the parastatals), the Ministry of Power, Transport, and Works, and the Ministry of Rural Development.  There was often lack of coordination and even conflict among these agencies.  For example, at one point the Ministry of Finance was seeking ways of increasing the tax revenue from mines while, at the same time, the Ministry of Mines was seeking to reduce taxes on mines to encourage foreign shareholders to expand their own investments. (Seidman, pp. 612-613)

These inefficiencies in turn resulted from the process by which economic policy was made.  President Kaunda took the lead on economic policy right from the start.  In the early years, he consulted with cabinet and party colleagues and key civil servants.  However, generally he was able to get the government apparatus to carry out his will because his leadership during the independence movement garnered great respect.  For example, the nationalization reforms of the late 1960’s, which were his handiwork, were not even discussed with the cabinet.  (Gulhati, p.26).  Later on, as the country moved toward one-party rule, Kaunda surrounded himself with a small group of influential advisors and made policy with even less consultation of the other organs of government.  His policy decisions were driven mainly by historical (the struggle between blacks and whites), ideological (“humanism”), and political factors (the urban power base).

Economic considerations, like cost-benefit analysis, were less of a consideration in policy decisions and project choice.  There was a shortage of Zambian professional economists, so the government had to employ expatriate economists on short contracts. They mostly worked with the National Commission of Development Planning (NDCP) in designing the five-year plans.  However, these plans had relatively little impact on government programs and policies which were driven by other factors as discussed above.


Zambia also exhibited the political component of regulatory syndromes, the one-party state.   In 1972, the Second Republic was established, which allowed only one political party, Kaunda’s UNIP.

5.3. Intertemporal Syndromes.

A country that experiences this syndrome undervalues activities that yield gains in the future, but require sacrifice today.  This is in fact the essential ingredient of growth which refers to long-run increases in the standard of living.   Investment in either physical or human capital, both of which are critical to growth, requires giving up consumption today for higher consumption in the future.


This syndrome was especially evident in Zambia after world copper prices fell in 1973.  With lower inflows of foreign currency and reduced tax revenues as a result of falling copper exports, one would expect that imports and government spending would begin to fall.  However, the government initially was able to limit the extent to which it had to cut back by borrowing internationally.  When it was forced to make cuts, it tended to do so by reducing investment spending.  This led to delays in replacing old assets and a postponement of needed projects.  Clearly, government policy favored maintaining consumption as much as possible, while sacrificing future growth.  (Gulhati, p. 30).


The failure to make adequate investments meant the Zambia did not generate enough production and income over time to repay its mounting international debt.  In the 1980’s, Zambia began to have an international debt problem [check]
5.4. State Breakdown.


Zambia did not experience this syndrome in its extreme form because the government never completely lost control. Unlike other African nations Zambia avoided political chaos and violence.  There were, however, some periods of instability near the end of Kenneth Kaunda’s one-party rule in 1991 as a movement grew up in favor of reestablishing multi-party democracy.  The movement was ultimately successful and multi-party elections held in 1991 ousted Kaunda.  The subsequent Zambian presidents have promised economic and political reforms to reduce corruption and jump-start the economy, but progress has been uneven.
6. A Final Word.


By falling prey to the African syndromes, Zambia squandered its potential.  Since the end of the Kaunda era, the government has made an attempt at economic reform.  

The government was successful in some areas, such as privatization of most of the parastatals, maintenance of positive real interest rates, the elimination of exchange controls, and endorsement of free market principles.  Corruption grew dramatically under the Chiluba government [which followed that of President Kanunda]. Zambia has yet to address effectively issues such as reducing the size of the public sector and improving Zambia's social sector delivery systems.
[Today] about two-thirds of Zambians live in poverty. Per capita annual incomes are well below their levels at independence and, at $1,500, place the country among the world's poorest nations. Social indicators continue to decline, particularly in measurements of life expectancy at birth (about 39 years) and maternal mortality (101 per 1,000 live births). The country's rate of economic growth cannot support rapid population growth or the strain which HIV/AIDS-related issues (i.e., rising medical costs, decline in worker productivity) place on government resources.




  




(U.S. Department of State, p. 6)

Zambia’s continuing struggles indicate how difficult it is, both economically and politically, to reverse course when a county gets on an “anti-growth” path.
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Botswana: Defying the “Syndromes”
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I love our country, and I am proud to be a Motswana.  There’s no other country in Africa that can hold its head up as we can.  We have no political prisoners, and never have had any.  We have democracy.  We have been careful.  The Bank of Botswana is full of money, from our diamonds.  We owe nothing.

…That’s thanks to Sir Seretse Khama, who was a good man, who invented Botswana and made it a good place.

(Smith, The No. 1 Ladies’ Detective Agency, p. 20 and p. 35) 

1. Introduction.

While the quotations above are from Alexander McCall Smith’s fictional tale of a female private detective in Botswana, they nevertheless reflect the views of many its citizens.  Botswana’s economic development and political conditions defy the western stereotype of a chronically poor, undemocratic, and crisis-ridden sub-Saharan Africa.
From 1965 to 1995, Botswana was the fastest growing country in the world.  During that 30-year stretch, Botswana’s average annual rate of growth was 7.7 percent, and Botswana moved from being the third poorest nation in the world to being an “upper middle income” nation.







        (Beaulier, 2003, p. 228)

Botswana grew rapidly because it avoided virtually all of the syndromes that have doomed many nations to poverty.  The story of its success provides both hope and lessons for the rest of Africa.

2. A Brief History of Botswana before Independence.
The nation that emerged from British colonial Africa measures 220,000 square miles, about the size of France, Kenya, or Texas.  The land is mostly arid with 84 percent composed of Kalahari sand, supporting thorn bush savanna vegetation.  About four percent of the land is easily cultivated; the bulk is only suitable for livestock grazing.  Most of the population lives along a strip in the eastern part of the country along the rail line built by the industrialist Cecil Rhodes that links South Africa with Zimbabwe.   The name Botswana comes from the root word Tswana, which refers to the collection of tribes (Bamangwato, Batawana, Bangwaketse, Bakwena, Bakgatla, Balete, Barolong, and Batlokwa are the main ones) that form the majority of the population.  The ancestors of the modern Tswana tribes, who are closely related to the Basotho of Lesotho, migrated into the area in the 18th century from the southeast and conquered the indigenous San and other tribes.  (Acegmoglu, Johnson, and Robinson, pp. 92-93).
The Tswana endured a series of invasions in the early 19th century. First the Zulu Kingdom tried to expand into the area.  In dispelling these intruders the Tswana consolidated their territory.  Next, the Boers (Afrikaners), the Dutch settlers in southern Africa, began to migrate into Tswana territory.  As early as 1852, Sechele, chief of the Bakwena tribe, traveled to Cape Town to persuade the British to provide protection from the Boers.  The British initially ignored the request, but this changed in the late 1800’s.  Diamonds and gold were discovered in British territories in southern Africa, which the British wished to protect from the Boer states on one side and from the Germans, who had annexed modern-day Namibia, on the other side.  To provide a buffer between these two enemies, in 1885, the British created the Bechuanaland Protectorate (modern-day Botswana), which it administered from South Africa.  Given that the annexation of the territory was purely strategic rather than based on its perceived value or attractiveness, right from the beginning the British intended that the protectorate would eventually be absorbed into South Africa.  This partly explains why the British never imposed a “hard rule” on Botswana, leaving much control in the hands of the local tribal leaders. (Acegmoglu, Johnson, and Robinson, pp. 94-95).

The Tswana tribes were able to fight off periodic attempts to impose “harder” forms of colonial rule.
  In 1895, three tribal leaders traveled to London and implored Queen Victoria to let the British government continue to control their territory rather than Cecil Rhodes’ British South Africa Company which was lobbying for it.  In the 1930’s, they were able to block the imposition of British policies that would have taken power away from the tribal chiefs. (Acegmoglu, Johnson, and Robinson, p. 96).

Following World War II, the absorption of the protectorate into South Africa seemed less and less feasible to the British.  In 1948, Seretse Khama, the young chief of the Bamangwato tribe who later became independent Botswana’s first president, married a white Englishwoman named Ruth Williams while studying in England.  To placate South African outrage against the interracial marriage, the British authorities barred Khama from returning to the protectorate.  He remained away until 1956 when he was allowed back after giving up his claim to the chieftainship of his tribe.  Upon his return he began to participate actively in the politics of the last years of the protectorate. (Acegmoglu, Johnson, and Robinson, p. 97).


“In 1960, the British announced the creation of a Legislative Council and at the same time the first political party, the Bechuanaland People’s Party (later the Botswana People’s Party [BPP]) was founded.” (Acegmoglu, Johnson, and Robinson, p. 97).  The BPP adopted an anti-colonial stance which was inspired by the anti-apartheid struggle in South Africa.  In response to this, Seretse Khama and others founded the Bechuanaland Democratic Party (later the Botswana Democratic Party [BDP]).  While the BPP’s main supporters were urban groups and workers, which were relatively small constituencies, the BDP built a broader base of support from two groups who on the surface might be expected to have divergent interests and views: an emerging elite of teachers and civil servants and the traditional tribal chiefs who lived in the rural areas.  “Seretse Khama bridged this gap, being both the hereditary leader of the largest Tswana state and European educated.” (Acegmoglu, Johnson, and Robinson, p. 97).  “With political parties and nationalism on the rise, Britain was losing control of the protectorate.  In the spring of 1965, Britain officially recognized Botswana’s national independence and, in the fall of that year, elections were held.” (Beaulier, p. 230).  Because of its broad political base, the BDP won the elections and Seretse Khama became the first president.

Though the BDP has controlled Parliament and the Presidency without interruption since Independence, Botswana, relative to many other countries of sub-Saharan Africa, has maintained a democracy.  The violence, coups, widespread corruption, and electoral irregularities of other African countries have been absent.

3.
The Political Economy of Botswana after Independence.

At independence, Botswana’s economic prospects appeared bleak.  It “had twelve kilometers of paved road, twenty-two university graduates, and a hundred citizens who had been educated to secondary-school level.” (Beattie, p. 121).
In 1966 there were only two secondary schools in the country that offered full five-year courses and only 80 Batswana
 in the final year.  In contrast, Zambia had 10 times as many secondary school graduates, and Uganda 70 times!  The quality of education was uniformly poor with large class sizes and a high failure rate.  The lack of education was reflected in the make-up of the civil service with only a quarter of 1,023 civil servants in 1965 being Batswana.  
        (Acegmoglu, Johnson, and Robinson, p. 100).
The desert environment could not support much agriculture and imports of food were large, about 10 percent of GDP in 1965.  The only exception was livestock.  A slaughterhouse had been set up in 1954 which enabled beef to be exported outside the region.  About 50 percent of government expenditures were funded by transfers from Britain. 
“[M]any analysts wrote Botswana off as a dependent underdeveloped labor reserve for South Africa. … (Acegmoglu, Johnson, and Robinson, p. 100).  In 1960, the British government’s Report on Economic Survey Mission noted that it had “ ‘dismal economic prospects [that were] based on vague hopes of agriculture, salt, and coal.’ ”(Beaulier and Subrick, p. 9). “ ‘[I]t was about as bad a start as could be imagined.’ ”  (Acegmoglu, Johnson, and Robinson, p. 100).


The government issued a Transitional Plan at independence, which outlined its ideological views on the relative roles of government and the private sector in the development process.  Its leanings were toward a mixed economy involving both the private and public sectors.

The government wishes to stress its belief in the necessity of planning the social and economic development of the nation.  The available resources are so few and the problems so great that only by careful planning can these resources be put to their most effective use…a balance must be struck where private initiative has ample scope within the general confines laid down by Government.  It is Government’s duty to set forth clearly its objectives and priorities, to frame its policies accordingly, and to assist the private sector in every way consistent with the attainment of these goals.
(Plan, p. 7 as quoted in Harvey and Lewis, p. 48)

The government of Botswana was by no means the only developing country to state its intention to develop by utilizing both the public and private sectors.  Indeed, as discussed here in the case study of Zambia, that government initially intended to develop in the context of a mixed economy.  What is remarkable about Botswana’s declaration is that the government has stuck to that model since its independence.  Unlike Zambia, it never moved to a government-dominated strategy of development.  Also of significance is that Botswana’s strategy was always exceptionally pragmatic and not based on any ideology.  The ideological “ ‘isms’ (socialism, humanism, and so on) often prevalent in national development plans, political speeches and government policy papers in many countries were a relatively small part of the government’s rhetoric or action.” (Harvey and Lewis, p. 48)
With physical and social infrastructure (roads, water supplies, schools, and so on) lacking in both rural and urban areas, the BDP government’s first priority was to increase its revenue to fund such projects.  The government took three approaches to increasing its revenue.  
It first move was to renegotiate its arrangements in the South African Customs Union, which Botswana first entered in 1910 while it was still the Bechuanaland Protectorate.   The customs union had free trade among the members (Botswana, Lesotho, Swaziland, Namibia, and the dominant economy in the region, South Africa) and imposed common duties against imports from non-members.  The members shared the revenues they collected from these import duties.  Under the 1910 agreement, Botswana had received a fixed share of the common revenues.  However, some of the most able members of the new Botswana government devoted substantial amounts of time to renegotiating the revenue-sharing terms.  The 1969 agreement based the revenues a country received roughly on its level of imports.  As Botswana’s economy expanded and its imports increased, its share of the customs union revenues consequently increased as well.   
Secondly, the government went after funds from international donors, including multilateral institutions like the World Bank and the governments of the developed countries.  This required major diplomatic efforts by the President and senior Ministers partly because Botswana had to convince many members of the international community that it was not a pawn of the widely-reviled South African apartheid regime.   Besides securing additional resources, these efforts, by increasing Botswana’s acceptance into the international community, gave it more leverage with South Africa.  

Finally, the government undertook to increase its revenue by exploiting its good fortune in possessing minerals.  International mining companies had been exploring the country even before independence.  Copper and nickel deposits were quickly found.  Most importantly, DeBeers prospectors discovered diamonds in Northern Botswana in the late 1960’s. The first mine opened in 1972 at Orapa.  Subsequently, mines began operating at Lethlakane, Damtshaa, and Jwaneng.  The latter became the single largest diamond mine in the world.
  (U.S. Department of State, p. 4). 
The government entered negotiations with a number of multinational corporations to develop the deposits and ensure that the proceeds benefited the country.  Initially, the government and the mining companies believed that the copper-nickel deposits at Selebi-Phikwe were potentially more profitable.  However, ultimately the diamond deposits proved more lucrative.  
Negotiations with DeBeers for the development of the Orapa deposit and related infrastructure were concluded relatively quickly…Because of the shortages of skilled manpower, the decision was made that both the mine, the township and infrastructure at Orapa would be developed entirely by a new mining company (Debswana) formed to exploit the [diamond] “pipe,” owned 85 percent by DeBeers and 15 percent by the Government of Botswana with DeBeers providing 100 percent of the capital. 
(Harvey and Lewis, pp. 51-52)
In addition, the government received a seat on the Board of Directors.  The Orapa agreement included a clause that the partnership could be renegotiated if conditions changed in a way that disadvantaged one of the parties.  The profits from the mine exceeded the government’s expectations and it invoked the clause in the mid-1970’s.  DeBeers, interested in expanding Orapa as well as developing the diamond pipe at Lethlakane, agreed to new terms in which the Botswana government’s  shareholder stake in Debswana increased to 50 percent. (Harvey and Lewis, pp. 124-125)
According to Harvey and Lewis (p. 52), the government’s strategy for development became clear with the negotiations over the mining projects.  They identify four characteristics:

· Mining was to be the leading sector of the economy.

· The government would try to maximize its revenues through negotiating the best possible agreements with the mining companies.

· The revenues would be reinvested in the development of physical and social infrastructure.

· The investments in infrastructure would provide the basis for further growth.

In the mid-to-late 1970’s, the government strategy changed emphasis as it implemented policies to diversify the economy away from mining and to increase employment.

The majority of the population lived in rural areas and was dependent on cattle and the few crops that could grow on the arid land for their livelihoods.  The government did not neglect them because it was in its political interest to do so.  The ruling BDP of Seretse Khama had its political base in the rural areas and almost all the government Ministers and senior civil servants had rural backgrounds.  Thus, the rural areas were the beneficiaries of government projects that brought them water, primary education, and basic health care.  Improvements in rural transportation and communication were designed to integrate rural residents with the rest of the country.  The Botswana Meat Commission was set up to provide services for cattle-producers.  The Botswana Agricultural Marketing Board was established to provide marketing facilities for and guaranteed prices to farmers of sorghum, maize, peas, beans, groundnuts, and sunflower seeds.  The government negotiated with the European Economic Community (the forerunner of the European Union) to relax its restrictions on imports of beef to the benefit of Botswana’s beef producers.
In 1972, the government set up two special funds which made loans for suitable domestic development projects.  The Revenue Stabilization Fund was a “parking place for temporary surplus funds.” (Harvey and Lewis, p. 53).  The Public Debt Service Fund, which made loans mostly to parastatals, was set up so that repayments to the fund of interest and principle by the  borrowers matched the interest and principle payments the government had to make on foreign loans.
At independence, Botswana used the South African rand as its currency, but in 1976, it launched its own currency, the pula (meaning “rain,” a precious commodity in an arid country).  The government tied the value of the pula to that of the rand, but managed it so that the pula did not become overvalued (worth more rand that it “should have been” based on demand and supply).  This would have made imports artificially cheap in Botswana and made Botswana’s exports more expensive on international markets, thus making it difficult for domestic industries to grow.  The government generally followed a policy of building up foreign exchange reserves (dollars, rand, etc.) during years when export earnings were high and running them down during years when export earnings fell so that expenditures did not have to fall.
4. Performance of Botswana’s Economy.

Botswana’s GDP per capita grew at an average annual rate of 7.7% between 1965 and 1998. (Acegmoglu, Johnson, and Robinson, p. 82)  At independence it was one of the 25 poorest countries in the world.  By 1998, it was classified by the World Bank as an upper-middle income country.  (Saraff and Jiwanji, p. 9)  Given where it started at independence, Botswana’s achievements are comparable to the so-called “East Asian Miracle,” the progress of South Korea, Taiwan, Singapore, and Hong Kong, which occurred at about the same time.
5. Botswana and the African Syndromes.

Botswana’s success is a consequence of avoiding the African syndromes.  
5.1 Redistributive Syndromes.

In Zambia and many other African countries, urban interests dominated politics, resulting in resources being channeled toward urban and manufacturing interests.  This diverted resources from sectors, especially agriculture, in which they could have been used more efficiently and in which the majority of people earned their living.

In Botswana, on the other hand, at independence the most powerful groups were the rural tribal leaders and cattle owners which formed the base of the ruling BDP party.  Thus, early government programs channeled resources to agriculture and pursued policies that benefited the rural areas.  These included the extension of infrastructure into the rural areas and the successful negotiations with the European powers to open their markets to Botswana’s beef.  The Botswana Agricultural Marketing Board, because it was run by a government with a rural power base, operated in a manner that benefited farmers and ranchers.  The avoidance of an overvalued exchange rate (which, by increasing the foreign currency price of the pula would have made Botswana’s beef exports more expensive overseas) was also the outcome of a government concerned about the welfare of rural areas.  Because Botswana at that time had comparative advantage in agricultural goods like beef, these policies also meant that relatively efficient activities were expanding.  In other words, policies that redistributed income and resources to the political elites also channeled resources to efficient uses; the political and economic interests of Botswana were aligned.

Eventually mining, especially of diamonds, became the leading sector of the economy.  Given the large returns that mining generated, conflicts among various groups over who would benefit from those returns could have emerged in Botswana as they have in other resource-rich countries.  Before independence, ownership of mineral rights was vested in the tribes that inhabited the relevant areas.  Indeed, the copper/nickel and diamond discoveries after independence were largely located in areas controlled by Seretse Khama’s tribe, the Bamangwato.  Khama could have favored a mineral policy that would have allowed his tribe to reap the majority of the gains, which in turn could have ignited conflicts with other national groups who would have felt excluded.  However, the government took measures to ensure that large portions of those returns accrued to the nation as a whole rather to specific interest groups.  The centerpiece of this effort was the Mineral Rights in Tribal Territories Act of 1967 which transferred mineral rights to the central government. (Harvey and Lewis, p. 114).  Khama and the BDP were clearly behind this approach having addressed it during the 1965 election. “…[L]eaving mineral rights vested in tribal authorities and private companies must necessarily result in uneven growth of the country’s economy, as well as deprive the Central Government of an important source of revenue for developing the country…”  (Acemoglu, Johnson, and Robinson, p. 100) This set the stage for the returns from mining to be invested in ways that spread the benefits broadly across regions and groups.
The bottom line is that redistribution in Botswana benefited the nation as a whole and fostered economic growth.  This outcome was sadly lacking in much of the rest of Africa.
5.2 Regulatory Syndromes.
Botswana avoided the extreme inefficiencies of government regulation that Zambia and other African countries experienced.  Proponents of the “free market” usually propose a reduction in government control of the economy to correct for these problems.  Interestingly, Botswana avoided the regulatory syndromes despite government planning, regulation, and control that exceeded what free-marketeers usually recommend. In addition, government spending averaged about 40 percent of GDP, above Africa’s average. (Acegmoglu, Johnson, and Robinson, p. 85)  

The government mostly avoided spending its revenues on the poorly designed, “white elephant” projects that other countries implemented.   One reason for this is that the projects the government undertook were stated in the national development plans that the legislature approved.  The projects specified in the plans could not (and still today cannot) be changed unless there is unanimous approval by Parliament.  This constraint prevented influential groups and politicians from implementing their own plans at whim, as happened in Zambia where the projects stipulated in the national plans were usually ignored by bureaucrats and politicians, including President Kaunda. (Beaulier and Subrick, pp. 16-17)

Further, those projects and programs that appeared in the plans were chosen on the basis of strict cost-benefit analysis and economic feasibility requirements.  They were then implemented in order starting with the project with the highest social rate of return, which was likely to impart the most benefit to the nation, on down.  “Unlike many organizations using cost-benefit analysis, Botswana’s government was quite conservative in estimating the economic and social benefits of different programs.” (Beaulier and Subrick, p. 17)  As part of the calculation of costs, recurrent costs were taken into account as well.  For example, the costs of building a school would include not only the construction costs, but the expected future costs of buying books and making repairs to continue the school’s operation over its useful life.  This consideration made it more likely that the government would be able to fund the project despite ups and downs in government revenue in the future.  Countries like Zambia did not take these factors into account and consequently started projects that they could not continue to fund.

Further, the government was not reluctant to use the advice and expertise of foreigners to help in the planning process.  It called on international experts from the private sector as well as from international organizations like the World Bank.  Given the lack of skilled manpower domestically, this probably led to better decision making.
5.3 Intertemporal Syndromes

Many African countries have pursued policies that follow from a tendency to value the present more than the future.  As discussed before, this results in policies that favor consumption today over investment that will yield gains only in the future.  This was not the case in Botswana. 


One symptom of this calculus is a tendency of government to spend all of each period’s tax revenues and more so that it ends up borrowing and thereby building up obligations to repay that will have to come out of future income.  Botswana, on the other hand, “decided not to increase spending whenever revenue increased. Instead, it
based expenditure levels on longer-term expectations of export revenues and government revenues.” (Sarraf and Jiwanji, p. 11)  As a result, the government typically ran budget surpluses.  Table 1 illustrates that the government ran a budget surplus (tax revenues exceeded government expenditures) every year between 1971 and 1995.
	TABLE 1

	Government Current Revenue, Expediture and Surplus

	(million current pula)

	
	Current
	Current
	Current

	Year
	Revenue
	Expenditure
	Surplus

	1971
	18
	18
	0

	1972
	28
	20
	8

	1973
	40
	26
	14

	1974
	61
	36
	25

	1975
	78
	47
	31

	1976
	70
	63
	7

	1977
	99
	76
	23

	1978
	132
	100
	32

	1979
	209
	137
	72

	1980
	266
	179
	87

	1981
	277
	212
	65

	1982
	343
	270
	73

	1983
	508
	316
	192

	1984
	757
	416
	341

	1985
	1081
	498
	583

	1986
	1446
	728
	718

	1987
	1707
	963
	744

	1988
	2429
	1217
	1212

	1989
	2695
	1478
	1217

	1990
	3600
	1859
	1741

	1991
	3970
	2219
	1751

	1992
	4505
	2618
	1887

	1993
	5136
	3254
	1882

	1994
	4393
	3274
	1119

	1995
	5383
	3986
	1397


The continuous budget surpluses meant that the government was “saving for a rainy day.”  When those rainy days arrived, the accumulated surpluses or savings allowed the country to weather the storm.  For example, in 1981/82 and again in 1994, Botswana experienced a fall in diamond export earnings.  In the absence of the accumulated surpluses, the government would have had to cut back its spending perhaps plunging the economy into recession.  This did not happen.  Table 1 indicates that in 1981/82 compared with 1980 and again in 1994 compared with 1993, government spending actually increased.   In fact, spending increased in 1994 compared with 1993 despite a fall in government revenues.  This was because the government could dip into its savings to continue investment projects and social welfare programs and thus stabilize the economy.

In addition, a good share of the government’s spending went to investment projects like roads and education that increase living standards in the future rather than to the construction of ornate presidential palaces and a fancy passenger terminal at the airport.  Instead, the government buildings are modest and the government preferred to equip the airport with sufficient runways and infrastructure to support air flights.


Finally, the fact that the government did not spend more than the tax revenues it collected meant that it was not tempted to borrow excessive sums internationally and therefore avoided the debt problems that have plagued many other developing countries.

5.4  State Breakdown.

Botswana has maintained political stability since independence.  It has a vibrant democracy, a free press, and only infrequent corruption scandals.  The only concern is that the BDP has been the ruling party since independence, although there has never been any evidence that it has illegally manipulated elections or the system in general to maintain power.

6. Why Botswana Has Escaped the African Syndromes.

The discussion in section 5 explains how Botswana escaped the African syndromes by specifying the policies that it implemented.  The larger question is why.   What are the more fundamental features of Botswana that allowed it to become an African exception?

6.1.  Institutions


One argument is that Botswana’s favorable policies were a reflection of the “good” institutions it developed after independence.

Economists began extensive research on the role of institutions in development in the 1990’s.   
In its broadest sense, institutions include a society’s formal rules (e.g. constitutions, laws, and regulations), informal constraints (e.g. conventions, norms, traditions, and self-enforced codes of conduct), and the organizations that operate within these rules and constraints.  

       (Perkins, et. al., p. 82)

One classification scheme postulates five broad types of institutions that influence growth and development.

· Market-creating institutions protect property rights, ensure that contracts are enforced, minimize corruption, and generally support the rule of law.  Without these institutions in place, markets are likely to not exist or to perform poorly; by contrast, strengthening them can help boost investment and entrepreneurship.  Examples include an independent judiciary, an effective police force, and enforceable contracts.

· Market-regulating institutions deal with market failures such as imperfect information and economies of scale.  These institutions limit monopoly power and help provide the basis for building and managing public goods, such as roads and fisheries.  Examples include regulatory agencies in telecommunications, transportation, water and forestry resources, and financial services.
· Market-stabilizing institutions ensure low inflation, minimize macroeconomic volatility, ensure fiscal stability, and avert financial crises.  Central banks, exchange rate systems, ministries of finance, and fiscal and budgetary rules are all market-stabilizing institutions.

· Market-legitimizing institutions provide social protection and insurance, focus on redistribution, and manage conflict.  These institutions help protect individuals and corporations from shocks or disasters or from adverse market outcomes.  Examples include pension systems, unemployment insurance schemes, welfare programs, and other social funds.
· Political institutions determine how society is governed and the extent of political participation.  In many countries, there is a strong focus on key institutions that support democracy, including a free press, elections, competitive political parties, and participatory politics. 
(Perkins, et. al., p. 82)
Botswana clearly had “good” institutions.  From the beginning property rights were respected (market-creating institutions).  For example, the government was scrupulous in sticking to the agreements it negotiated with foreign mining companies.  In turn, those companies felt secure enough to make the long-term investments necessary to develop the mining industry.  The rules that required that all government projects be based on cost-benefit analysis and explicitly be listed in the national plans ensured that the public investment process was not usurped by special interest groups.  The result was that the government concentrated on correcting market failures in an “efficient” way.  For example, it built the roads and other infrastructure with the highest social rates of return (market-regulating institutions).   The various stabilization funds created by the government and its prudent fiscal policy averted extreme macroeconomic fluctuations and kept the economy on a sustainable growth path (market-stabilizing institutions).  The market-legitimizing institutions included the government “take-over” of the ownership of the mines.  On the surface, this may seem to be a violation of government protection of property rights, but the government used its ownership to channel the gains from mining to the nation as a whole.  If the tribes had maintained their ownership of these valuable resources, they may have enriched themselves at the expense of the nation.  Finally, democratic political institutions flourished giving all people a voice.  These institutions arguably saved Botswana from the African syndromes.  Analysts point out at least two factors that may have helped Botswana develop such institutions.


First of all, Botswana’s history includes a tradition of democratic institutions. Specifically, Tswana tribal governance was characterized by widespread participation of villagers which constrained the power of the tribal chiefs.  While the chief (or “king”) was the central figure in tribal governance, with the power to allocate land, an important component of governance were the kgotlas.  These were public forums in which all adult males gathered with the chief to discuss issues of public interest.  “Even though they were supposed to be advisory, they seem to have been an effective way for commoners to criticize the king.  They also were the venue where the king heard court cases and law was dispensed.”  (Acegmoglu, Johnson, and Robinson, p. 93)
   With this tradition of give-and-take between the commoners and the tribal leaders, it seems natural that Botswana would develop a democracy that allowed the people in general, rather than a narrow elite, to make decisions.  In turn, this made it more likely that policy would reflect national interests rather than the interests of the elite, so that the gains from mining, for example, were spread broadly across the populace in the forms of infrastructure, schools, and so on.  In addition, this system of tribal governance also probably contributed to the willingness of the Botswana government to listen to all sides of an issue and to seek the advice of experts within and outside of the country before setting policy.


While a tradition of democratic institutions in tribal society helps explain the survival of democracy in Botswana, the relatively “light” colonial rule of Botswana by Britain also was important.  Because Britain left the day-to-day affairs to the tribal chiefs rather than ruling directly or creating an elite “class” of Batswana to manage affairs, the democratic pre-colonial institutions survived.

6.2.  Leadership.


Botswana was fortunate in having Seretse Khama as its first president.  The fact that he built his party, the BDP, to reflect the views of a broad coalition of diverse citizen-groups, including the tribal chiefs, the cattle-owners, and the educated urban elites, helped ensure that policies favored the nation as a whole rather than narrow interests.  His recognition that Botswana did not have the skilled labor and expertise to set its development policy unilaterally made him willing to consult foreign experts and listen to them so the government “got policy right.”   
Some might find his willingness to consult foreigners, particularly westerners, curious given how badly the British treated him over his marriage to a white woman.  However, clearly the interests of the nation were more important to him than personal grudges.  In addition, he did not put himself and his interests above those of his countrymen.  As discussed above the government implemented public investment projects in order based on the social rate of return, and Khama apparently did not support deviations from that rule even at the expense of his own personal gain, as the following attests.
One of the most famous stories is that to build roads, from dirt to hardtop, roads were ranked according to economic return.  One of the roads passed by the house of the first president (Khama) from Palapye to Serowe, and they offered him to build it first, and he said ‘I’ll wait my turn’, and he did.  

(Beaulier and Subrick, p. 17)


6.3.  Lessons for Other Developing Countries.


What does analysis of Botswana’s success tell us about what other African countries can do to encourage similar achievements?  Unfortunately, if Botswana’s pre-colonial institutions and its historical experience were the most important reasons for its ability to build good institutions and thereby avoid the African syndromes, other countries are out of luck because Botswana’s history cannot be repeated in other countries.  However, if Botswana’s success is due to an enlightened leadership pursuing good policies, there is hope.  “One good leader, like Khama, is all it would take for an African nation to escape poverty.” (Beaulier, 239).  
7. A Final Word.


Botswana avoided the African syndromes and grew strongly as a result.  That does not mean that it does not face challenges today.  Like other southern African countries, it has been hard hit by HIV.  The government, however, has been pro-active in implementing programs to combat the disease, including free drugs for victims.  
In addition, the capital-intensive nature of mining, which continues to dominate the economy, has meant that employment growth has been slow.  This has created high structural unemployment and resulted in a highly unequal income distribution on par with those of South Africa and some countries in Latin America.  
Finally, Botswana has had difficulty diversifying its economy away from mining, particularly into manufacturing activities that can be competitive on world markets.  This is because it has high labor costs (resulting from a small supply of labor and the dominance of capital-intensive mining which has driven up wages).  As a result it cannot use the strategy adopted by China and East Asia to increase living standards.  Specifically, it cannot begin producing “cheap” labor-intensive manufactured goods for export to world markets.

None of this, however, detracts from Botswana’s immense progress, which make its development a true African success story.
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� The British did impose a “hut tax” of one shilling payable only in money and later a three-shilling “native tax.”  The effect of these was to force the inhabitants of Bechuanaland into the labor force to earn the money to pay for them.  The major employment opportunities were in South Africa and by 1943 nearly fifty percent of all males between 15 and 44 were working outside the protectorate.


� Batswana is the word for more than one Tswana person.  One Tswana person is referred to as a Motswana.


� The first leaders of Botswana, including, Seretse Khama, may have known before independence that substantial mineral resources existed.  They allegedly chose to withhold the information because they feared that the British might not be as eager to grant independence if they knew. (Acemoglu, Johnson, and Robinson, p. 100)


� The author can personally attest to the lack of amenities in the bare-bones passenger terminal at the Gaborone Airport, although in the summer of 2009 a new, presumably more luxurious, passenger terminal was under construction.


� Acemoglu, Johnson, and Robinson (p. 93) note that, despite the existence of public forums and popular assemblies in other African tribes, they appear to be more ceremonial than substantive for non-Tswana tribes.





