AGENCY FOR INTERNATIONAL DEVELOPMENT

PROJECT DATA SHEET

T"LL\S-\CTIO\ CCb:

R

2 COUNTRY ENTITY
Botswana

C= f"iange
JD=Deee
) 3 P‘?.OJEC' SUMBER
T 33-0253 _

+ BUREAUDFFICE
l
Africa |

)

2 PROJECT TITLL ‘maximum 40

1
b
'
'
|

—_—
——

imenament Number

iY DOCLMENT
| CODE

~ PD-BBU-YST "

_Botswana Private En.erprise Development

~ 2ROJECT a38iSTANCE COMPLETION DATE (PACD

T ESTDMATED DATE OF OBLIGATION

| iLnaer B seou »mree. 2, 3, ord)
MM DD YY
0930961 Limwal FY (9 1 B Quarer 2 C. Pt FY D6
8 COSTS (8000 OR EQUIVALENT 81 = )
4. FUNDING SOURCE FIRSTFY 91 l LIFE OF PROJECT
B FX ! C L.C : D Total E. FX l F L,C + G Tomal
. D Appropnated Total i | | i {

Grant) {11,050 .. 450 v+ 1,500 112,867 )i 3,433 (¢ 16,300
Loan: { K K Vo 1K )il

Othe- | l { ]

Ls o I | »
Adost Countrn | | 466 2,738 2 7R
Quer Donor's) Pyt Sector i | 490 4,299 4,299

ToTAL s @, 1 0350 450 . 2,456 | 12,867 10,470 23,337
9 SCHEDULE OF AID FUNDING (8000}
PRIMARY

C.
A -\PPRG-'PRJM ARY| £CY. CODE

D OBLIGATIONS TO DATE

E AMOUNT APPROVED

F LIFE OF PROJECT

°RIATION(PLRPOSE | TE | T-1S ACTION !
CODE '! Gra~t}2 Loan: . Grant 2 Loan v . Grant ! 2 Loan ' + Grant ' 2 Loan
1 DFA 700 840 | 116,300 , { 16,300 |
2 / | , | | l
1, | ! ! )
X | | | |
TOTALS @ | ! 116,300 I 16,300 |
19 SECONDARY TIZCHNICAL CODES rmaxunum 6 codes or 3 positions each 11 SECONDARY PURPOSE COT
840 920 720 i | 270
12 3PECIAL CONCERNS CODES (maximum 7 codes or 4 positions each)
A Code 'TNG | BUN PVON ) .
3 amoun S To0 4,500 5,400
3 PROJECT PLRP0OSE  max mum 280 cnarac ers)

. To increase the number of Botswana enterprises and employment in the

non-mineral sectors of the economv by strengthening citizen entrepreneurship
and improving the policy environment and policy implementation 1in Botswana.

. v g

!

}

_

1+ SCHEDULED EVALLATIONS 15 SOURCE ORIGIN OF GOODS AND SERVICES
M, YY MM, YY VM, YY l
- Intenm ’oleld}l [ { ‘ { | Final !10‘9*6 — 000 T 941

O Locat (] Other(Speafy)

16 AMENDMENTS/NATURE OF CHANGE PROPOSED (This s page 1 of a poge PP 4mendment.)

yo X/,
ISigrature ” )" Jefreneck X - f
‘ Richard L ShortlidgefJr

18, DATE DOCUMENT RECEIVE.
1 IN AID/W, OR FOR AID/W DOC

17 APPROVED * MENTS, DATE OF DISTRIBUTIC
BY Tide Date Signed
Acting Mission Director | DD YY‘ | “M‘ DD | YY
| lelyiodign oL 11C191y
cofipliarnce N Lhe. .

aID ,330-4 (8-79) I certifv that the metnods of pavment and audlt plan are 1
ayment verification policy USAID/Botswana Controller

p”SENSlTIVE COST INFORMAIION - SEE FAR 3.704; DO NOT DI
BEST AVAILABLE COPY

il



ACTION MEMORANDUM

TO: ACTING DIRECTOR USAID/BOTSWANA

FROM: éﬁi/éihM, PROJECT DEVELOPMENT OFFICER

DATE: December 31, 1990

SUBJECT: Project Authorization - Botswana Private Enterprise

Development Project, Project No. 633-0253

I. PROBLEM: Your approval 1s required for a grant of US
Dollars 16,300,000 from the Foreign Assistance Act (FAA),
Development Funds for Africa (DFA) Appropriation, to the
Government of Botswana (GOB) for the Private Enterprise
Development Project. It 1s planned that $1.5 million will be
obligated in FY 1991.

II. DISCUSSION: The purpose of the project is to
strengthen the private sector development by addressing
constraints to private sector expansion. To accomplish this,
BPED will focus on the following three main objectives:

(1) Policy Development and Implementation: By
strengthening the local business environment by further
improving the Government of Botswana (GOB) policies and
implementation of policy which constrain private sector
growth. The Ministry of Commerce and Industry (MCI) and the
Botswana Confederation of Commerce, Industry and manpower
(BOCCIM), will be instrumental in achieving this objective.

{11) Management and Entrepreneurial Development: By
addressing a key constraint to entrepreneurship development by
improving business skillls and knowledge of business
opportunities. This will be achieved by strengthening local
organizational and institutional capacity to train and assist
local entrepreneurs. BOCCIM, a local private non-profit
organization, will be the principal conduit for implementing
this objective.

(iii) Investment Promotion and Support: This
objective will serve as a catalyst to generate additional
employment through facilitating foreign/domestic investment and
improving the performance of management capacity of domestic
entrepreneurs in the non-mineral private sector. Both the
Botswana Development Corporation (BDC) a profit making
parastatal and the International Executive Service Corps (IESC)
w1ll play major roles in achieving this objective.

This Project will assist in the complex and multi-
dimensional task to increase the economic and social well-being
of the average Batswana household by achieving the following
outputs by the end of the project:



- trained Batswana through in-country and regional training
and workshops 1n administration and management;

- key GOB policy makers and Botswana praivate sector
assoclation representatives trained in the U.S. or third
countries in areas fostering private sector growth and
reducing regulatory and procedural constraints for such
growth.

- Development of effective coordination and policy
procedures for private sector development through
technical assistance provided to BOCCIM, BDC and GOB
ministries.

- Institutionalization of BOCCIM to continue management and
basic skills training for private sector participants and
take the lead in policy dialogue with the GOB.

- 4000 new jobs created for Batswana in the private
non-mineral sectors of the economy of which at least 30%
are held by women, and the creation of 360 new and 500
expanded businesses.

III. FINANCIAL SUMMARY: The total cost of the project 1is
$23,337,000. Of this amount, AID will provide $16,300,000 over
the six year life-of-project. AID contribution consists of the
following components:

- Technical Assistance ~ Long-term/short term ($5,375,000)

- Training-External/Internal ($4,250,000)
- Project Coordination ($2,400,000)
- Direct-Indirect Support to BOCCIM ($1,183,000)
- Business Promotiocnal Trips and Workshops ($ 485,000)
- Audit and Evaluation ($ 325,000)
- Commodities ($ 237,000)

The AID budget also includes:

- Inflation ($1,236,000)
- Contingency ($ 809,000)

The GOB contribution to this activity will be $2,738,000
and the Private Sector is estimated to provide $4,299,000.

Iv. SOCIO~ECONOMIC, TECHNICAL AND ENVIRONMENTAL CONSIDERATIONS

(i) Project analysis indicate that the BPED Project is
technically feasible. The purpose of BPED is to improve the
environment for private enterprise development in the areas of
policy formulation, licensing, finances and skills training
resulting in increased foreign and domestic investment,
expanded exports, increased employment and expanded and
increased number of citizen-owned enterprises. Given this
purpose, a majority of the BPED project interventions, i.e.
policy reforms, technical assistance, skills training,

"SENSITIVE COST INFORMATION - SEE FAR 3.104; DO NOT DISCLOSE".



institutionalizing BOCCIM etc. are designed to remove or
minimize constraints to private enterprise development. These
include limited access to capital, crecdit and markets and
inadequate technical ana business skills. BPED inputs will be
targeted directly to several segments of the society, i.e.
individuals in the urban and peri-urban private sector, and a
few public sector employees. Both male and female Batswana
w1ll benefit from a reduction or removal of these constraints.

BPED will have a positive social and cultural impact by
increasing private sector investment and productivity. The
project should contribute to a wider distribution of household
1ncome in Botswana.

The project will have a favorable impact on women.
Careful project monitoring will ensure that women are selected
as beneficiaries within the recipient businesses and receive an
equltable share of the technical assistance and training.

The assessment of the social benefits of the project
indicates that social consequences will be strongly positive.
The Administrative and Management Analysis of the praincipal
implementing agency BOCCIM indicates that BOCCIM is a
relatively strong national business association that is a
suitable entity to support private sector business
representation and services. BPED’s activities are consistent
with BOCCIM’s mandate and will strengthen BOCCIM'’s capacity to
make a positive impact upon private sector development in
Botswana. The project linkages among the activities of BOCCIM,
the Botswana Development Corporation (BDC), and the Ministry of
Commerce and Industry (MCI) should increase communication
amongst these institutions and help to develop a better
coordinated approach to private sector development among these
key private, government and parastatal institutions. BOCCIM
has the basic capacity to accomplish the project goal, and will
be further strengthened with technical assistance and training
provided by this project.

The base core economic analysis estimated the
benefit/cost ratio at 1.46 and the internal rate of return
(IRR) of the project to be 19.4 percent. The sensitive
analysis indicates that the major economic benefit is derived
from the BDC feasibility studies. Without these, the project
is not economically justifiable as a "stand alone" training
program, with 8.48 % IRR and benefit/cost ratio at 0.94.
However, since the development of these human resource are
crucial over the long-run 1in building local organizational and
institutional capacity, the balance between the more immediate
gains from the feasibility studies and the longer run benefits
from training provides an economically viable project.

The Cost Estimates and Financial Plan demonstrates
(scaled down inputs) that BOCCIM will be able to absorb
recurrent expenditures and will be able to sustain the momentum
resulted from the project investment.



(i1) The Revised Initial Environment Examination (IEE) of
the project i1dentified no issues requiring further
environmental study and recrmmended Categorical Exclusion.

This recommendation was appioved by the Africa Bureau (State
435908 dated 12/29/90).

(111) No human rights issues were raised.

V. SECTION 611 (a) (1) OF FAA: The cost estimates and
financial plan contained in the project paper concludes that
Project planning is adequate and the costs are reasonable firm,
thereby satisfying the requirements of Section 6112 (a) (1) of
the FAA.

VI. IMPLEMENTATION The implementation arrangements
described in the Project Paper were reviewed and discussed in
detail during the USAID/Botswana review session and joint
review sessions with BOCCIM, BDC, MCI, IESC and Peace
Corps/Botswana. The reviews indicate that the implementation
plan is realistic and sufficient to carry out this project
activity. BOCCIM, BDC and IESC with GOB and private sector
collaboration will each contribute at least 25 percent of the
cost of the grant programs. BOCCIM will play a principal role
in implementing this project with responsibilities shared among
BDC, MCI, IESC, the AID-funded prime contractor, and
USAID/Botswana. The grantworthiness of BOCCIM, BDC and IESC
was clearly demonstrated through reviews of their respective
annual audits and/or independent financial analysis.

- Based on the positive results of the financial
analysis of BOCCIM, the Mission Controller has concluded that
BOCCIM has an acceptable financial management system for
controlling and accounting for the use of U.S. government
funds, i1n particular the advances.

- BDC 1s uniquely situated and particularly successful
in promoting investment in Botswana, and it is therefore
appropriate that certain BPED activities be managed by BDC.

The financial soundness of BDC is superior and the Mission
Controller concurs that BDC’s financial management system 1is
more than adequate for controlling and accounting for funds
received under its sub-grant. An Operational Program Grant
will be signed between the Mission and BDC, and BDC will work
on a reimbursement basis.

- The program and proposed funding amount for IESC
will be similar to previous Mission funded IESC grants, which
were implemented successfully. IESC is registered as a PVO
with AID/Washington and authorized to receive Mission funded
Operational Program Grants. Disbursements to IESC will either
be on a reimbursement basis or through a Federal Reserve Letter
of Credit mechanism.



VII. ©PVD vs NGO. IESC is registered with AID as a PVO, but
neither BOCCIM nor BDC need to be registered because they are
not "private voluntary organizations". Specifically, they are

not "voluntary" because they do not receive significant
contributions or donations of money, labor or in-kind support
from the general public (as opposed to from their members, for
example).

VIII. REVIEW COMMITTEE ACTION. The Project Identification
Document (PID) was submitted to AID/W and was reviewed on
March 29, 1990 and approved by Timothy Bork, AFR/PD in State
233014. Through Delegation of Authority 140 (as revised),
project authorization has been assigned to the Director,
USAID/Botswana. The Project Paper was reviewed by
USAID/Botswana on October 25, 1990 and found acceptable, with
the 1inclusion of suggested changes during the review.

IX. JUSTIFICATION TO CONGRESS. A congressional presentation
for Botswana’s planned obligations for FY91 included this
project activity. Therefore, State 406212 advised Mission that
no further notification to Congress is required.

X. COMPETITION WAIVERS. In accordance with Handbook 13, 2B3b
and 2B4, a cooperative agreement will be awarded to BOCCIM and
sub-grants to BDC without competition. BOCCIM and BDC are
believed to have exclusive or predominant capability in the
areas of business development in which they will operate using
AID grant/cooperative agreement funds. Based on their
respective experience, specialized facilities and technical
competence coupled with their existing relationships in
Botswana with the private sector, the roles envisioned for each
are justified. Indeed, no other entities, within Botswana or
outside, could manage these BPED project activities 1n a manner
necessary to achieve BPED objectives. One major objective of
BPED 1s to strengthen BOCCIM itself, which requires that the
cooperative agreement activities be managed by BOCCIM. Also,
BDC 1s uniquely situated and particularly successful in
promoting investment in Botswana, and it is appropriate that
certain BPED activities be managed by BDC under their grant.

A waiver is not required to sign a Grant Agreement with
IESC since the proposed services to be provided by it are
similar in scope and level of effort currently being performed
by IESC in Botswana.

XT. MAJOR CONDITIONS PRECEDENT AND COVENANTS. As set forth
in the attached Project Authorization, a condition precedent
requires approval by USAID of the first six month Project
Implementation and financial plan, and Covenants specifying
agreements: for USAID to participant in periodic evaluations;
to i1ncorporate environmental considerations into various
industrial feasibility studies; assure maximum assistance to
female-owned businesses and maximum female trainees; USAID
w1ll not approve any export oriented business activities
dealing specifically with textiles, finished leather items
(footwear, handbags, luggage, gloves, apparel, etc)




XII. P.P. DISCLOSURE. The Procurement Integrity Act
requires that the pages of the P.P. containing detailed budget
information be marked "SOURCE SELIICTION INFORMATION - SEE FAR
3.104; DO NOT DISCLOSE, SENSITIVE COST INFORMATION". The

following pages have been so marked. Action Memorandum page 2,

P.P. cover page, P.P. text pages 71 through 85.

XIII. RECOMMENDATION. That you sign the attached Project
Authoraization and thereby approve life-of-project funding of
$16,300,000 for the Botswana Private Enterprise Development
Project, 633-0253.

Attachment:
1. Project Authorization
2. Project Paper

~
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Drafter:D/PDO: P. Brahmbhatt 12/10/90
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RLA:TRiedler By fax Date:--122L320
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PROJECT AUTHORIZATION

Cooperating Country: Botswana

Project Title Botswana Private Enterprise Development
Project

Project Number: 633-0253

1. Pursuant to the Foreign Assistance Act of 1961, as

amended, the Foreign Operations, Export Financing, and Related
Programs Appropriations Act, 1991, Africa Bureau Delegation of
Authority (DOA) No. 551, as amended, and the authority
delegated under 90 State 233014, I hereby authorize the
Botswana Private Enterprise Development Project for Botswana
(Recipient), involving planned obligations of not to exceed
Sixteen Million Three Hundred Thousand United States Dollar
($16,300,000) in grant funds from the Development Fund for
Africa (DFA), over a five year period from the date of
authorization, subject to the availability of funds in
accordance with the A.I.D. OYB/allotment process, to help in
financing foreign exchange and local currency costs for the
project. Except as A.I.D. may otherwise agree in writing, the
planned life of the project is six years from the date of
initial obligation.

2. The project seeks to increase the number of Batswana
enterprises and employment in the non-mineral sectors of the
economy by strengthening citizen entrepreneurship and improving
the policy environment and policy implementation in Botswana.
The project will be implemented through various local and U.S.
companies and institutions and will finance technical
assistance, training, studies, commodities and other services
in support of the project.

3. The Project Agreement, which may be negotiated and
executed by the officers to whom such authority is delegated in
accordance with A.I.D. regulations and Delegations of
Authority, shall be subject to the following essential terms
and covenants and major conditions, together with such other
terms and conditions as A.I.D. may deem appropriate.

a. Source and Origin of Commodities, Nationality of
Suppliers

The source and origin of commodities and nationality of
suppliers of commodities and services financed under the
project shall be in accordance with Africa Bureau DOA 551,
Section 5F. Accordingly, commodities financed by A.I.D. under
the project shall have their source and origin in Botswana, the
United States or any other country included in A.I.D.




Geographic Code 935. Nevertheless procurement of commodities
and services shall be from the U.S. to the maximum practicable
extent. Except for ocean shipping, the suppliers of
commoditilies or services shall have Botswana, the United States
or any other country included in A.I.D. Gecographic Code 935 as
their place of nationality, except as A.I.D. may otherwise
agree 1n writing. Ocean shipping financed by A.I.D. under the
project shall, except as A.I.D. may otherwise agree in writing,
be financed only on a flag vessel of the United States.

b. Condition Precedent to Initial Disbursement N

The Project Agreement shall contain, in substance, the
following condition precedent to initial disbursement:

Prior to the first disbursement, the Recipient will,
except as the parties may otherwise agree in
writing, furnish to A.I.D., a statement of the name
and position of those persons in the Government of
Botswana who are authorized to sign project
documents and communications, together with a
specimen signature of each such person specified in
such statement.

c. Condition Precedent to Additional Disbursements

The Project Agreement shall contain, in substance, the
following condition precedent to additional disbursements:

Prior to any disbursement under the Grant in support
of activities under the cooperative agreement
between A.I.D. and the Botswana Confederation of
Commerce, Industry and manpower (BOCCIM), A.I.D.
must approve the first six month project
implementation and financial plans under such
cooperative agreement. This condition precedent
will also be contained in the cooperative agreement
with BOCCIM.

d. Covenants

The Project Agreement shall contain, in substance, the
following covenants:

(1) The Recipient agrees to participate in

quarterly meetings of the Project Implementation

Committee (PIC) as further described in the Annex 1 .
Amplified Project Description to the Project

Agreement. A similar covenant will be contained 1in -
the various A.I.D. agreements with other members of

the PIC, as appropriate, and the cooperative

agreement with BOCCIM will also contain a covenant

requiring BOCCIM to prepare and submit, for the

approval of A.I.D., six month project implementation

and financial plans for the life of the cooperatave
agreement.



(2) The Recipient agrees to participate in periodic
project evaluations.

(3) The Recipient agrees to incorporate
environmental considerations into various
feasibility studies and other appropriate activities
under the project to the extent the Recipient may
influence the conduct of such studies and
activities. A covenant similar to this covenant
will also be contained in the cooperative agreement
with BOCCIM and the grant agreement with the
Botswana Development Corporation (BDC).

(4) The Recipient agrees to assure that the project
provides the maximum feasible assistance for
women-owned businesses and selects the maximum
feasible number of women for training under the
project, to the extent the Recipient may influence
such assistance and training selection decisions. A
covenant similar to this covenant will be contained
in the cooperative agreement with BOCCIM.

(5) The Recipient agrees that A.I.D. must approve
1n writing any activity presented to the PIC for
approval of funding under the project. If an
activity is specifically identified in the
presentation and is foreseen, at the time of
presentation, to involve assistance in establishing
or expanding production of any specifically
identified commodity for export (including training
or technical assistance involving Botswana companies
that will or do produce such commodities), A.I.D.
approval will be based in part on its determination
that such assistance will not cause substantial
injury to U.S. producers of the same, similar or
competing commodity. In general, A.I.D. will not
approve funding for feasibility studies,
pre-feasibility studies or project profiles of
potential investment involving the following
specific commodities if intended for export:
textiles, apparel, footwear, handbags, luggage, flat
goods, work gloves, and leather wearing apparel (but
not hand-made cottage industry textiles). A
covenant similar to this covenant will also be
contained in the cooperative agreement with BOCCIM.

4. Competition Waivers. In accordance with Handbook 13,
2B3b and 2B4, a cooperative agreement will be awarded to BOCCIM
and sub=-grants to BDC without competition. BOCCIM and BDC are
believed to have exclusive or predominant capability in the
areas of business development in which they will operate using
AID grant/cooperative agreement funds, based on thear
respective experience, specialized facilities and technical

N\



competence 1in these areas of business development in Botswana,
and based on their existing relationships in Botswana with the
private sector. Indeed, no other entities, with‘n Botswana or
outside, could manage these BPED project activit.es in a manner
necessary to achieve BPED objectives. One major objective of
BPED 1s to strengthen BOCCIM itself, which requires that the
cooperative agreement activities be managed by BOCCIM. Also,
BDC is uniquely situated and particularly successful 1in
promoting investments in Botswana, and it is appropriate that
certain BPED activities be managed by BDC under their grant.

/) . . ./ B l’
,/./)a/—;m,(' 7/_1/ ;ZLL%/ ‘
Richard L. Shortlidge

Acting Mission Director
USAID/Botswana

Date //¥/91
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I. SUMMARY

A. Grantee: Government of Botswana (GOB) Ministry of
Finance and Development Planning (MFDP)

B. Inplementing Agencies: Botswana Confederation of
Commerce, Industry and Manpower
{BOCCIM), Botswana Development
Corporation (BDC), Ministry of
Commerce and Industry (MCI)

C. Proposed Amount of Project: AID $16,300,000
PVT Sector
GOB 7,037,000
Total $23,337,000

D. Term of Grant: Si1x years from date of initial
obligation

E. Purpose of Grant: To increase the number of Botswana
enterprises and employment in the
non-mineral sectors of the economy by
strengthening citizen entrepreneurship
and improving the policy environment
and policy implementation 1n Botswana

F. Background of Project: Although Botswana’s economy has
been growing at nearly 13% a year and 1ts per capita income 1s
some $1,700, a large proportion of the population is not
participating fully in the economic boom. The high growth rate
1s attributed largely to the mining sector, especially diamonds,
which employs only some 15,000 Batswana. Most of the economy 1is
dominated by foreign owned, large firms which are managed by
expatriates. More needs to be done to encourage the active
participation of citizens in the economy, to diversify economic
activity into non-mining areas and to create employment jobs.
The GOB is aware of the problem and has requested A.I.D.’s
assistance in generating employment and encouraging the
development of citizen enterprises in the non-mineral private
sectors.

This project builds upon previous USAID assistance,
especially the Botswana Workforce and Skills Training Projects
(BWAST) and its predecessor, the Southern Africa Manpower
Development Project (SAMDP). These projects assisted the GOB to
alleviate shortages of skilled manpower by providing training for
Batswana 1n the public and private sector and technical
assistance through the provision of long term expert:s +ho
tenporarily filled key positions while Batswana were receiving
training.

G. Project Description: The Botswana Private Enterprise
Development (BPED) Project contributes to twe of the USAID
Limited Country Development Strategy Statement (LCDSS) strategic
objectives: (1) To 1increase the number of Batswana-owned
enterprises i1n the non-mineral sectors of the economy and (2) an




increase of 106,306 new jobs 1in the non-mineral sectors between
1989/90 and 1996/97. The project pirposes are the primary
targets of these objectives: (a) to increase dome¢stic and
foreign investment in the non-mineral sectors of the economy: (b)
broaden opportunities for citizen entrepreneurs; and (c) to
increase the effectiveness of policy dialogue between the private
and public sectors to reduce regulatory and procedural
constraints and increase implementation capacity.

To achieve these objectives the project will do the
following:

(1) assist the operation and expansion of the country’s
major business organization, BOCCIM. Three long term advisors
will be provided to BOCCIM to assist micro and small businesses
development through its outreach training programs such as the
Botswana Management Assistance Program (B-MAP), the Small
Business Development (SBD), Women 1n Business and the Botswana
Credit Bureau; (2) assist the BDC to develop medium to large
businesses, whose shares will be at least 40 percent locally
owned, by providing two long term advisors and financing
feasibility and other studies, pre-production training, and
business linkage and investment trips; (3) provide long term
training for up to 20 Batswana to obtain MA degrees in analysis
of government policies or other critical areas affecting private
sector growth, short-term training for up to 80 participants 1in
areas such as business management, financial market development,
banking, domestic and foreign investment, taxation, etc; (4)
place a long-term policy advisor in the MCI to help define and
articulate policy reform measures and assist in their
1mplementation.

H. Summary of Analyses: The analyses of constraints, social
soundness, economic returns, environmental impact and
administration demonstrate that the principal objectives of the
Project are well conceived. The constraints analysis is derived
from a series of studies of the factors limiting the growth of
Botswana’s private sector. The social soundness analysis
provides a great deal of information identifying the social
constraints: a distribution of income and wealth which 1is
severely skewed, an acute shortage of educated Batswana combined
with unskilled labor far exceeding the requirements of the
economy and a population imbalance stressing women and the
young. It then shows how the inputs of the Project will be
targeted to help alleviate those constraints and provide a
positive social and cultural impact by increasing private sector
investment and productivity, especially the creation or expansion
of citizen owned businesses. The project also demonstrates the
particular concerns of women at a number of levels.

The economic analysis measures four economic effects.
First, the Project will increase the supply of better educated
and more skilled persons which should increase productivity and
earning potential. Second, the returned Batswana will replace



costly foreign expatriates, thereby resulting in a savings to
Botswana. Third, the training of Fatswana and the provision of
TA advisors will assist the couatry in meeting its economic
growth and employment generation targets. Finally, the Project
will fund feasibility studies to create new businesses and
increase the number of jobs. The economic analysis shows an
Internal Rate of Return of 22.6 percent and a benefit cost ratio
of 1.64 to 1 when costs and benefits are discounted at 10
percent. Thus, the activities to be undertaken by the BPED
Project are judged economically sound.

The revised initial environmental examination of the
Project concluded that BPED falls into a class of action that
does not require a complete environmental analysis. A
categorical exclusion has been requested from and approved by the
Africa Bureau’s Environmental Officer.

The administrative analysis concentrates on BOCCIM, the
principal institution which will receive project assistance.
There is also a lesser analysis of BDC in view of its already
demonstrated financial strength and institutional maturity and
the fact that only a minor part of project assistance will be
allocated directly to it.

With regard to BOCCIM, it is a relatively strong broad
based national employers association. USAID’s experience with
BOCCIM to date, through the BWAST II project, demonstrates that
it has the capacity to effectively utilize project assistance and
magnify its efforts in the areas of policy reform and providing
services to both members and nonmembers in training and
management assistance. BOCCIM is well positioned to serve as the
coordinating institution for the Project since it is a truly
private sector organization which is representative of private
sector interests and 1is well respected by both government and its
private sector members. The activities for which it 1is
responsible under the Project are consistent with i1ts mandate and
will help BOCCIM to considerably increase 1its impact upon private
sector business development in Botswana.

I. Major Conditions and Covenants: Conditions Precedent and
Covenants include the following:

Conditions Precedent to Disbursement

o A statement naming authorized representatives of the
Project along with their signatures.

o Prior to disbursement of funds under the BOCCIM
Cooperative Agreement, USAID will approve BOCCIM’s first
six month project implementation and financial plans.
(This CP will also be contained in the Cooperative
Agreement with BOCCIM.)



II.

A.

Covenants

o] Agreement by non-members of PIC to hold quarterly
meetings of the Project Implementation Committee and as
identified in the sub-grant agreements to prepare and
submit, for the approval of A.I.D., six month funding and
implementation plans. As applicable, these covenants will
be contained in the USAID sub-grant agreements with BOCCIM,
BDC and IESC.

o0 Agreement to participate in periodic Project
evaluations.

o Agreement to incorporate environmental considerations
into the various feasibility studies, and other appropriate
activitaies.

o Assure maximum assistance for women owned businesses
and maximum selection of women for training.

o USAID/Botswana must approve in writing any activity
presented to the Project Implementation Committee for
approval of funding under the Project. If an activity is
specifically identified in the presentation and 1is
foreseen, at the time of the presentation to involve
assistance in establishing or expanding production of any
specifically identified commodity for export, (including
training or technical assistance involving Botswana
companies that will or do produce such commodities),
USAID/Botswana approval will be based in part on its
determination that such assistance will not cause
substantial injury to U.S. producers of the same, similar
or competing commodity. In general, USAID/Botswana will
not approve funding for feasibility studaies,
pre-feasibility studies or project profiles of potential
investments involving the following specific commodities 1f
intended for export: textiles, apparel, footwear, handbags,
luggage, flat goods, work gloves and leather wearing
apparel, other than hand-made cottage industry textiles. A
covenant similar to this covenant will be included 1in the
Cooperative Agreement with BOCCIM.

BACKGROUND

Economic Environment

At independence one of the poorest nations in the world,

Botswana has achieved an overall economic growth rate in the past
twenty four years that 1s among the highest in the world. Since
independence economic growth has averaged nearly 13 percent per
year, resulting in a five-fold increase in per capita Gross
Domestic Product (GDP). The primary source of this phenomenal



performance has been the successful exploitation of the country’s
diamond resources. The diamond mines are owned and operated by
Debswana, a joint venture between the Botswana Government and the
De Beers Corporation. Today Botswana is the world’s most
important exporter of diamonds.

Sound economic policies have also substantially contributed
to Botswana’s economic successes. Botswana has maintained a
generally open economy, promoted private sector investment, and
maintained a stable macro-economic framework. While the
government plays a substantial role in the economy, it has
avoided severe price distortions and has not created a network of
inefficient parastatals. Monetary and fiscal policies have been
generally marked by caution and prudence.

In the last five years, Botswana has further gained from
the sharp deterioration of the South African Rand (in which most
of the country’s imports are denominated) against the U.S.dollar
(1n which diamonds and other mineral exports are denominated).
This terms-of-trade windfall has generated huge foreign exchange
and budgetary resources. These resources have been used to
expand and begin to diversify Botswana’s economy. Direct
government investments (through budgetary expenditures and the
BDC’s leveraging of private sector investments) and generous
co-financing and capital-subsidizing arrangements (such as the
Financial Assistance Policy (FAP), which subsidizes unskilled
labor costs) have fueled a strong expansion in the sectors of
manufacturing, construction and commerce.

Even with these 1ncreased investments, government surpluses
and holdings of foreign reserves have continued to grow. Current
foreign exchange reserves held in the Bank of Botswana (BOB) are
close to $3 billion, or equivalent to three years of import
cover. That Botswana has been unable to absorb i1ts large
resource gains as rapidly as they have accumulated 1is
demonstrated by the government’s inability to spend nearly 20
percent of its most recent development budget, and by the large
excess liquidity in the banking system. This liquidity is
absorbed by the Bank of Botswana (at artificially high interest
rates that are nonetheless negative in real terms) in its role of
"depositor-of~last-resort".

Botswana’s excess liquidity problem reflects both a
strength and weakness. The strength is policy-related. Botswana
has largely avoided the temptation of countries undergoing
commodity booms to lose all discipline and waste resources
through unsustainable consumption and inefficient investment,
setting off inflationary pressures and difficult-to-reverse
increases in wages. The GOB has realized that the quality of
investment, private and public, 1s as important as the volume of
investment. The Bank of Botswana has succeeded in sterilizing
the excess foreign exchange revenues, averting an explosion 1in
the money supply that would have set off very high rates of
inflation. The government-fixed prices of scarce resources such



as electricity and water have been kept at their real opportunity
costs. While public expenditures are increasing faster than
revenue, the GOB 1s aware of the problem and is committed to
maintaining a prudent approach to 1its diamond windfall.

Recently mineral revenues have been tapped to meet
recurrent expenditures. Senior GOB officials believe that if
this trend continues, there will be a depletion of reserves and a
weakening of the overall economic situation. Hence, there is a
strong need to develop the non-mineral sectors and curb growth in
recurrent public sector expenditures through greater sharing of

costs for education and health with the private sector.

The excess liquidity problem also reflects weaknesses in
Botswana’s economy: overdependence on diamonds, lack of
diversification, limited manpower and managerial capacity, and
basic economic dualism. There has been little progress in
efforts to expand productive rural employment opportunities.
While the current ecconomic boom has generated nearly twenty
thousand new jobs per year in the past few years, the vast
majority of Botswana’s population remains rural, poor, and
dependent on the cattle economy. Rural women and young junior
secondary school leavers in particular remain largely untouched
by the economic boom. Given rapidly increasing population (3.4%
per year) and environmental degradation in the rural areas, rural
poverty and unemployment continue to be major issues of concern.

In the long run, the challenge facing Botswana is how to
reinvest financial resources effectively so as to convert the
diamond windfall, which should last at least another 40 to 50
years, into sustained prosperity while at the same time ensuring
that Batswana actively participate in their own development. The
Botswana Private Enterprise Development (BPED) Project 1s
designed to focus on alleviating some of these constraints to
economic development and income distribution. 1Its goal 1s to
promote entrepreneurial development. At the same time, 1t seeks
to improve the overall policy environment in which private-sector
led growth can occur.

B. The Environment for Private Enterprise

The environment for private enterprise in Botswana is very
positive due to two basic factors. First, Botswana’s economy is
financially one of the healthiest in Africa. Central bank
holdings are nearly three years of exchange reserves ($3.0
billion) and fiscal and balance of payments are in equilibrium.
Second, the Government has a free market policy which encourages
the private sector to take the lead in economic growth and
diversification.

Perhaps one of the strongest incentives for foreign
investment is the Government’s liberal laws governing foreign
investment in Botswana. 1In addition, corruption in the cavil



service and the private sector has not been a problem. Foreign
exchange controls by the central bank are extremely limited.
Profits and legally acquired funds may be converted into foreign
currency or repatriated freely and without difficulty. Investors
may also borrow locally up to four times the amount of capital
they bring into the country.

In general, the Government of Botswana prefers not to be a
partner in private enterprise but encourages local as well as
foreign investments in projects. The parastatal Botswana
Development Corporation may provide local equity capital for
approved projects when local entrepreneurs fail to come forward
with sufficient funds. The long term goal is for the shares in
companies owned by the BDC to be purchased by individual
citizens. A step forward in this process was taken in 1989 with
the establishment of Stockbrokers Botswana, which functions as a
clearing house for local shares.

The GOB has encouraged private investment in several ways.
The Financial Assistance Policy, a plan whereby newly formed or
expanded productive activities may receive financial assistance
from the Government, is available for both citizens and foreign
investors. The Government also is sponsoring a package of even
more lucrative incentives for export oriented businesses that
locate in Selebi-Phikwe. Over the past six years the Trade
Investment Promotion Agency (TIPA) in the Ministry of Commerce
and Industry has sponsored a number of trade and investment
missions to Europe, the Far East and the United States and has
recently published a first class brochure on the advantages
Botswana offers to foreign investors. TIPA was established in
1984 to provide "one stop" service for investors: provision of
information about domestic and export markets and assistance 1in
registration of their firms and acquisition of industrial
licenses. Other sources of help to potential i1investors are the
implementing entities of the BPED Project, BDC and BOCCIM, as
well as the Selebi-Phikwe Regional Development Project.

The Government of Botswana has never nationalized or
expropriated an industry or property owned by a non-citizen. By
law, the Government cannot take over any property without
providing appropriate and prompt compensation. There are no
restrictions on reinvestment and/or repatriation of earnings and
capital. Royalty payments and other such similar payments may be
made outside Botswana upon presentation of appropriate
documentation to the Bank of Botswana (i.e. the central bank).

Botswana has relatively few rules and regulations governing
foreign investment. However, like many countries in Africa, the
long range goal of the Government 1s, ownership of, or at least
participation in, businesses by citizens. Recognizing the unigue
contributions of the private sector to the economy, the
Government will participate directly in businesses only in very
large projects or projects which are of a sensitive and strategic
nature for which some Government control 1s absolutely
necessary. Since independence, the Government has insisted on
being a partner only i1in major mining projects.



Where indirect participation i1s deemed necessary for the
success of a desired projecc, the Government participat :s through
parastatals, such as the Botswana Development Corporation, in
certain categories of business:

o Where it is 1n the best interest of the nation that an
economic rent be transferred to Government as a share of
returns to equity instead of being charged as simple
royalty:;

o Where the project has been identified as profitable and
economically beneficial but, despite active promotion, has
not been undertaken by the private sector or would not
materialize without Government participation;

o Where the investment will add to the skills of the
local workforce, produce products which can be substituted
for imports, and/or generate additional business
opportunities;

o) Where the project would give considerable economic or
rural development benefits, but little or no financial
return.

Some of the problems which have been identified as limiting
the success of Botswana'’s efforts to attract foreign investment
include: bureaucratic delays in providing residence and work
permits for expatriates; relatively high corporate taxation
(currently at 40 percent); limited availability of housing and
schooling for expatriate and senior Batswana personnel; and
relatively high wage levels by Less Developed Countries (LDC)
standards. These and other problems are being addressed by the
Government of Botswana, and will receive the attention of the
BPED policy analysts, in a serious effort to boost the level of
foreign investment coming into the country.

Oon the whole, the policy environment for private enterprise
is among the best in Africa and the Government continues to
improve it through a dialogue with the private sector and the
principal donors. Thus, BPED will operate in a favorable setting.

C. Relation to BWAST I and II

The Botswana Private Enterprise Development Project builds
upon USAID’s efforts of the past and it closely relates to other
projects undertaken by USAID/Botswana, particularly the Botswana
Workforce and Skills Training Project (BWAST) I and II. A closer
loock at the BWAST Projects and BPED show a ladder type of
relationship, one project leading to the next.

The BWAST I project was designed to help the Government of
Botswana alleviate shortages of skilled manpower and to provide
assistance in employment generation in the public and private
sectors. The project grew out of an earlier and similar project,
the Southern Africa Manpower Development Project, which covered



Botswana, Lesotho and Swaziland. The BWAST I project provided
short and long-term training for Batswana in the public end
pr vate sector.

BWAST II continued to expand upon the efforts undertaken
through BWAST I but concentrated upon increasing the number of
trained Batswana in positions which foster employment generation
and increased in-country training for the praivate sector. BWAST
II consists of the following:

(a) Training: long and short-term international training
as well as short-term in-country training in administrative and
technical fields;

(b) Technical Assistance: 1in high priority Government of
Botswana ministerial positions that are involved with job
creation, the long-term technicians temporarily filling key
positions while Batswana were receiving advanced training.
Short-term technicians were provided to undertake specific tasks
for the private and public sectors:

(c) Management of Training: with tested and refined
systems developed for the planning and management of training:

(d) Planning Studies: which explored the success of
various options 1n expanding employment opportunities.

An Interaim Evaluation of BWAST II, published in December,
1989, provided key conclusions and recommendations that helped
restructure BWAST II and, 1in addition, form some of the key
objectives and corresponding elements of BPED. The most
significant findings follow:

o) "If USAID intends to have a significant impact on
private sector development and employment generation, it
must reach beyond the confines of BWAST II. To stimulate
private sector growth and development a variety of services
must be provided including management and marketing
assistance, credit, help with securing raw materials and
product design assistance, among others. Training is
useful, but will only be fully effective when given in
conjunction with these other essential services. Any new
project initiative must be designed to coordinate and
deliver a wide range of services to enterprises."

o "BOCCIM has the potential to play a key economic
development role in Botswana. It i1s essential that an
institution coordinate and strengthen the intermediary
resource institutions that promote and assist firms in
Botswana. Rather than establish a separate center,
however, the evaluation team suggests that strong
consideration be given to strengthening the capacity of
BOCCIM to coordinate the delivery of private sector
services. In this role 1t must coordinate simultaneous
assistance in management, production, financing, and



10

training to many clients, each of whom has a unique mix of
labor needs, production technology, products, and market
retworks.

o} BOCCIM has the potential to be the location for such a
broad spectrum center in Botswana. BOCCIM has a small but
highly professional staff. It has an established
membership of employers, providing a network throughout
Botswana. It is an independent, private sector
organization, which has developed a close working
relationship with the GOB on matters affecting private
sector interest. It also has experience working with USAID
through the BWAST II project. 1In other words, BOCCIM is
strategically placed to undertake this by supporting the
development of BOCCIM’S capacity, USAID can achieve a
powerful multiplier effect.

o "The private sector would be better served by greater
emphasis on shorter term training, observations and
internships both external (i.e. in the U.S. and third
countries) and in Botswana, and by selection on the basis
of critical skill needs (both technical and
entrepreneurial) with less emphasis on organizational

affiliation... A needs assessment of critical skills in
the private sector should be undertaken at the earliest
opportunity."

The BWAST II project represents only one element, yet an
essential one, needed to combat unemployment. It was fully
recognized by both USAID and the GOB that in order to promote
employment and improve the standards of living of Batswana,
educational inputs and manpower development must be fully
complemented by efforts in other sectors which generate
employment more directly.

The Botswana Private Enterprise Development Project follows
a tested procedure through which expansion of employment
opportunities can be attained more directly than through BWAST
II.

USAID/Botswana, the Government of Botswana, and the Private
Sector all agree that, indeed, continued economic growth depends
on a dynamic and diversified private sector, one that is capable
of employing an expanding Botswana labor force. The project
seeks to increase employment and household incomes by increasing
the number of citizen owned, private, for profit enterprises 1in
the non-mineral sector. BPED can be seen as a logical successor
to BWAST I and II. All the efforts (outputs) of BWAST I and II
are now being brought together under BPED to build a sustainable
and thriving Botswana economy through the private sector.

D. Project Background

Fueled by highly lucrative diamond production, and sound
government economic policies, the country’s economy is booming.
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However, the economy is driven by foreign-owned and managed large
firms. A large segment of the population is not receiving
sufficien ecoromic benefits from the mining profits. Although
foreign investment must continue, more must be done to encourage
the active participation of citizens, particularly indigenocus
citizens, in the economy and to diversify economic activity into
non-mining areas. The GOB is aware of the problem and has
requested A.I.D.’s assistance in encouraging the development of
citizen enterprises in non-traditional sectors. (Grantee’s
request for assistance Appendix B.) Thus, the problem is not one
of solely economic growth. It is one of income distribution and
job creation to spread the benefits of growth. We are seeking to
provide more jobs for Batswana, the local citizens, and narrow
the gap between the large, successful foreign-owned firms and the
smaller, less successful citizen-owned firms which are not
growing as desired. To ensure Botswana’s continued economic
prosperity and political stability, something must be done to
bring more Batswana into the modern economy.

To achieve the increased participation of Batswana in the
private sector we have chosen to:

(a) improve the local business environment by further
improving GOB policies and their implementation which constrain
growth;

(b) strengthen local organizational and institutional
capacity to train and assist local entrepreneurs;

(c) generate additional employment through facilitating
foreign/domestic investments in non-mineral private sectors; and

(d) increase access to investment capital by Batswana
businesses by improving i1in the way that the financial market
operates both on the supply and demand sides.

A.I.D.’s role will be that of a catalyst. It would be
difficult for the GOB to assist BOCCIM, without submitting this
private organization to criticism as an agent of the GOB. To
remain truly private and objective, BOCCIM needs to retain its
independence from government financing. However, BOCCIM is not
yet able to generate sufficient revenue from its members,
especially the smaller indigenous members, to be self-
sustaining. BOCCIM needs the broader financing and technical
support from USAID to establish itself as an independent and
self-sustaining organizataion.

on the policy side, A.I.D. has established a long-standing
relationship of confidence and trust with the GOB. The GOB has
learned to respect and value the consulting of U.S. advisors as
demonstrated by the evaluation of the BWAST II project.
Cooperating with, and expanding the GOB contribution, the BPED
financed advisors will concentrate upon those policy i1ssues and
implementation concerns which affect the local entrepreneurs in
development.
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Further support for the approach outlined is contained in
the constraints analysis to private sector growth, attached as
Apj endix E.1. 1A number of constraints to growth will be
addressed by the project. However, considering the limited
size of USAID’s investment, it would be unreasonable to expect
that we will be able to solve completely the constraints of the
weak participation of the citizen entrepreneur in the local
economy, within the project time frame. This project will
build a frame-work and a sustaining process for alleviating
this constraint.

There are several constraints to private sector growth
which will be addressed directly by this project. Other
constraints are being tackled by the GOB, other donors and
separate USAID projects. The lack of infrastructure such as
power and roads is being handled by GOB, the World Bank, and
the Southern African Development Coordination Conference
(SADCC). Access to credit and the negative interest rate is a
serious constraint which the GOB and the World Bank are seeking
to alleviate. The high population growth rate and lack of
vocational/technical training skills exacerbate the employment
problem and are being addressed by the Botswana Population
Sector Assistance Program, and the Swedish and German
Governments.

The problem of employment creation is a serious one which
this project will address in two ways. Improving policies to
create better business environment will have a significant
impact on job creation in the long run. More immediately, by
strengthening the BDC program to attract foreign investment,
and by stimulating local business through BOCCIM, this project
will create an additional 4000 jobs during the life of
project. Moreover, the project will put in place a private
sector institutional structure, expanded and new businesses,
and a stronger investment promotion program in BDC, which will
continue to create thousands of new jobs after the A.I.D.
inputs have been completed. Further, this project will not
only coordinate with the GOB investment promotion efforts by
TIPA and BDC, but it will also support the AID/W MDI investment
promotion program. However, the project’s major focus will be
upon assisting the local entrepreneur. BPED is focussed upon
increasing the number of citizen entrepreneurs in the local
economy. Its personnel and financial resources are
concentrated upon achieving that objective.

E. Response to the PID Guidance Cable and Changes Since the
PID

The guidance cable, attached as Annex A.l, raised two
main issues. First, that the linkage between the problem and
the interventions proposed was unclear. Second, and flowing
from this linkage problem, the Executive Committee for Project
Review (ECPR) thought the resource level proposed, both in
terms of staff and funding, was insufficient to have a
significant impact on generating additional employment and
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investment in selected non-mineral areas. The Mission was
asked to demonstrate why the relatively limited resources
planned for each activity wi.l achieve the objective.
Alternately, the mission was counseled to target project
resources and activities on fewer End of Project Status (EOPS).

The Mission has followed the advice of the ECPR and
reduced the EOPS as reflected in this document and the revised
Mission’s Program Logframe. The goal and sub-goal levels have
been modified to focus on improving the economic and social
well-being of the average Botswana household. The credit and
micro-enterprise portions of the project have been reduced to
short-term studies. Staff and resources have been shifted to
place more emphasis on activities generating investment and
employment, and creating a strong, self-sustaining private
association able to support the private sector.

We believe the project as well as the Mission’s Program
Logframe is more tightly focused, as a result, and that BPED
will, 1indeed, generate a significant increase in employment and
investment.

III. PROJECT RATIONALE AND DESCRIPTION

A. Rationale

This project will be the major vehicle for achieving the
Mission’s strategic objectives in enterprise development and
broad-based economic growth in employment creation. The
non-mineral private sectors* remain small but are growing
rapidly. Future employment growth in the mineral and cattle
industry is limited. However, there is a strong, unmet demand
for all types of goods and services. The opportunities for
creating profitable small and medium enterprises abound. The
demand for skilled and semi-skilled labor is increasing.

To spread the benefits of growth more broadly, the
non-mineral private sector needs to continue its rapid
expansion of the last several years. However, the trained
personnel needed for business creation and expansion are in
short supply, and there are only a small number of sustainable
citizen-owned private sector businesses. Recent public sector
growth has exacerbated this problem by absorbing a large share
of the skilled managerial and technical manpower available.
Also, Botswana’s small, widely-dispersed population results in
a limited domestic market, which 1s served, substantially, by
inexpensive, duty-free 1imports from South Africa.

*Non-mineral sectors are defined as all components of the
private sector outside of diamonds, nickel-copper, beef and
traditional dry-land farming. New productive areas related to
minerals and cattle, such as diamond cutting and processing of
cattle by-products, will be considered non-traditional.
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These limitations pose major constraints to sustainable
private sector diversification. But the increase in demand
generated by the rapid economic growth of the past twenty years
has generated market opportunities that are yet to be exploited
by domestic investment. Export opportunities need to be
1dentified and foreign investment promoted in order to provide
increased employment opportunities for the increasing number of
young Batswana annually entering the job market.

The constraints on production, marketing, and finance in
business sectors have begun to be identified and will be
addressed by this project. These constraints include policy
issues and implementation, training and skills deficiencies,
and a conservative financial system. For example, restrictive
licensing policies limit competition. Conservative banking
policies, such as strict collateral requirements, limit
citizens’ access to business financing, particularly female
entrepreneurs. While Botswana’s macro-economic policies favor
private sector growth, their implementation often constrains
it. Lack of managerial, administration, and financial skills
among the workforce contribute to this problem.

B. Project Goal, Purpose and Outputs

As stated in the LCDSS, the overall goal of the USAID
program in Botswana is to increase the economic and social
well-being of the average Botswana household. Of the two
sub-goals, the most relevant to this project is to increase
off-farm sources of income through expanded opportunities for
income generation and employment in the non-mineral private
sectors. This is to be accomplished by (1) increase in the
number of Batswana-owned enterprises in the non-mineral sectors
of the economy and (2) an increase of 106,306 new jobs in the
non-mineral private sector between 198S5/90 and 1996/97.

The goal of this project addresses LCDSS strategic
objectives one and two, increase in the number of Batswana
enterprises and employment. The project purposes are the
primary targets of that objective (a) to increase domestic and
foreign investment in the non-mineral sectors, (b) broaden
opportunities for citizen entrepreneurs, and (c) to increase
the effectiveness of policy dialogue between the private and
public sectors to reduce regulatory and procedural constraints
and increase implementation capacity.

The project purposes will be achieved by producing the
following outputs during the course of the project:

(a) 360 new, viable, citizen-owned businesses
established, 500 citizen businesses expanded and ten joint
ventures with foreign investors established.

(b) a self-sustaining, private business organization
capable of representing and serving the private sector.
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(c) a formal mechanism for the analysis, identification
and implementation of improvements in government policies
affecting private sector growth.

(d) 4000 new jobs created.
To achieve these objectives the project will:

(a) assist the operation and expansion of BOCCIM by
providing three advisors in training, policy, and management
and by financing training, feasibility studies, and a declining
share of operational expenses.

(b) assist BDC to develop medium to large businesses,
whose shares wi1ill be at least 40 percent locally owned, by
providing a Senior Project Officer and a Principal Operations
Advisor and financing feasibility studies, pre-production
training, business linkage and investment trips.

(c) provide long-term training for up to 20 Batswana to
obtain MA degrees in business management, investment,
financing, economlcs, private policy analysis, labor economics,
public relations. Additionally, up to 80 participants will
recelve short-term specialized academic training sponsored by
U.S. universities and international "think tanks".

(d) place a policy advisor in the Ministry of Commerce
and Industry.

C. Project Elements

1. Policy Development and Implementation

(a) The Policy Environment In Botswana

The policy environment in Botswana, especially
compared to elsewhere in Africa, is favorable to private sector
investment. Firms may remit profits and dividends freely,
import without foreign exchange constraints, experience minimal
corruption, have the benefit of political stability, and an
independent judiciary to settle disputes. The investment
incentives contained in the Financial Assistance Policy are
generous, and compensate to a large degree for some of the high
costs of doing business in Botswana. Also, the recently
approved Income Policy further relaxes and restricts government
regulation of wages and incomes.

Private sector job creation exceeds that of the public
and parastatal sectors. Investors are finding Botswana a
competitive base to produce for regional and export markets.
There are policy-~-based disincentives to private sector
investment, however. Some of the more important policy-based
disincentives and their impacts are outlined briefly below:
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Issuance of Work Permits Difficulties and lengthy delays
in obtaining work permits for expatriates has been a major
1ssue since 1975. Despite a cabinet approved decree announcing
major changes in permit policy, persistent delays discourage
lnvestors. Valuable staff currently employed leave for other
opportunities because their permits are not renewed in time:
thousands of others are put on monthly waivers because of the
tremendous backlog in processing. The renewal of the monthly
walvers creates an additional burden thus perpetuating the
bureaucratic backlog.

Skilled Labor Availability The structure of student
grants, government allocation of college graduates, primary
school curriculum policy, government-mandated salary
compression, and numerous other policies serve to depress the
supply of skilled labor and college graduates for the private
sector. Although several of these issues have been addressed
with the passage of the Incomes Policy, implementation of the
revisions are still pending.

Licensing Procedures Manufacturing licenses can take
four months or longer, particularly if there are other
industries in the same field. Investors with capital but not
the time to wait look elsewhere. Objections from existing
producers can greatly complicate the process, causing delay or
denial, reducing investment and stifling competition.

Utility Pricing Water and telecommunications rates are
high. Electricity rates are the highest for the region, and
unit costs increase with usage.

Financial Assistance Policy The generous terms of the
FAP strongly favor labor intensive enterprises, and actually
discourage capital intensive operations that create less, but
more skilled and highly paid jobs. Exceptions are large
multinationals which can negotiate with the GOB special
Development Approval Authority incentives for capital intensaive
projects. Efforts have not been made to establish a balance
between policies to stimulate employment particularly among the
semi~skilled while simultaneously increasing production.

Other Investment/Export Incentives GOB, through TIPA,
has adopted a promotional campaign which is not targeted on
potential investors, but investment generally. TIPA needs to
evaluate Botswana’s competitive position in the region,
recommend refinements to the incentive package and develop a
targeted marketing strategy before an all out promotional
assault. The concept of TIPA as a "one-stop" shop to
streamline investment approvals, although accepted by TIPA
management, has yet to become a reality.

Corporate Taxes At 40 percent corporate and 30 percent
personal, the tax rate in Botswana is relatively high.
Consistent with the overemphasis on labor intensive projects,
there are no investment allowances for capital equipment.




17

-

Interest Rates Despite recent adjustments, real interest
rates are still negative. This discourages private sector
saving (although government savings are high). On the demand
side, negative interest rates discourage the development of a
risk or venture capital intermediary by greatly increasing the
propensity to borrow.

Restrictions on Women Entrepreneurs Married women cannot
pledge household property as collateral for loans without their
husband’s written approval; married men need no approval from
their wives.

Land Allocation Land, particularly serviced land and
industrial sites, is difficult to obtain and expensive,
especially relative to other countries in the region. Quality
housing for expatriate staff is limited, expensive and six
month waits are not unusual. The Accelerated Urban Land
Servicing and Housing Development Programme, started in 1987,
has only begun to address the problem.

(b) Implementation Problenms

Much of the problem between the public and private
sectors, is not bad policy, but the failure to implement good
policies already in plan. High-level agreements on policy
1ssues, even presidential directives, are not translated into
regulation and rules by the senior staff in the line
ministries. Administration of the rules and regulations by the
middle and lower level ministerial staff is done inefficiently
and often arbitrarily.

The problem of implementation of private sector oriented
policies has plagued Botswana at least since 1982, with the
acceptance by the GOB of the findings of the President’s
Commission on Economic Opportunities. At that point, a
consensus was developed on need for private sector led
diversification and development of the economy. Many of the
recommendations from the 1982 report have yet to be
implemented although several of the constraints have been
addressed in the recently passed Incomes Policy.

The reasons for this failure of implementation are
complex. The line or technical ministries responsible for
implementation often feel they have been railroaded into
1implementing policy that they have not had adequate input, and
which they feel little ownership and oppose in some part.
Ideological or nationalistic instincts in some civil servants
may clash with official GOB policy, especially in sensitive
matters such as work permits and business licensing.

(c) USAID’s Role 1n Policy Reform and Implementation

USAID’s involvement in the policy development
process in Botswana has been far-reaching and cratical.
Informal, quiet policy dialogue by the Mission on a number of
fronts has been successful in shaping the changes which have
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occurred over the last several years. Many BWAST funded
OPEXers have been deeply involved in their host ministry’s
policy activities, as well as serving on th: key
inter-ministerial committees that do much of the actual policy
development work in Botswana.

The environment for USAID’s involvement in policy
development and implementation continues to be favorable. A
major breakthrough came in August 1990, with the GOB’s
acceptance of the Revised National Policy on Incomes,
Employment, Prices, and Profits. This confirmed the commitment
on the highest levels on the need for private sector led
economic development -- and at the same time made very specific
recommendations relating to many of the policy constraints
discussed above.

(d) BPED Support of the Private Sector’s Role in Policy
Development

One of the more important lessons learned from BWAST
I and II, the Manual for Action in the Private Sector (MAPS)
exercises, and informal policy dialogue was the realization of
the key role the private sector should play in the policy
process. The private sector has a considerable reservoir of
knowledge and technical expertise on policy, regulatory
development, and implementation. Nonetheless, the private
sector effectiveness as a change agent has been limited.
Specifically, the private sector’s problems are a lack of
ability to identify, prioritize, and analyze key policy
issues. The private sector also has difficulty presenting 1its
case convincingly, finding the right forum, and applying
continued pressure for effective implementation of policy
decisions and regulations.

Normally, this type of policy function is undertaken by
business associations. BOCCIM is the lead private sector
business association in Botswana, and represents over eighty
percent of the business activity in the country. Its small
business membership has also grown rapidly, increasing its
prominence as an organization for leading the private sector’s
development with the GOB. To date, BOCCIM has been
particularly active in tax and labor issues.

BPED intends to support BOCCIM’s key role in the policy
process by funding a long term analyst and partially funding
the counterpart policy analyst who will be hired by BOCCIM in
the third year of the Project. By the fourth year the Motswana
counterpart will start taking over an increasing amount of
these responsibilities. At the end of the project, the
counterpart will be capable of handling much of the advisor’s
functions, and will be funded out of BOCCIM’s own revenues.

BPED will fund short term technical assistance, to be
provided by local or expatriate experts, where needed for
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special analyses. BOCCIM will sponsor membership workshops of
small working groups exploring key policy issues to develop a
private sector consensus. BOCCIM will sponsor high level
national GOB/private sector/union/donor conferences, on the
Francistown 1988 model with BPED support.

Private Sector Policy Inputs:

(1) Long term Policy Analyst, funded for the life of the
project, who will be responsible for assisting with the
managing and coordinating the policy activities of BOCCIM,
under the leadership of the Board of Directors. The long term
analyst will have extensive experience in directing a chamber
of commerce or similar organization’s policy research and
formulation and lobbying function, possibly combined with
corporate government relations. Similar practical overseas
experience will be essential.

Working under the Director of BOCCIM, the Long Term
Analyst responsibilities include:

o] Identify and prioritize key policy issues for BOCCIM
in collaboration with BOCCIM’s members and staff;

o Undertake analyses of key issues as directed by
BOCCIM management. Draw upon other expert consultants as
necessary including appropriate BOCCIM members to utilize
their analytical skills, expertise, and presentation
skills;

o Coordinate and organize the presentation of BOCCIM
analysis and conclusions to relevant GOB, private sector
and i1nternational organizations;

o Coordinate BOCCIM’s monitoring function to ensure
effective government implementation of key policy
decisions, regulations, and rules affecting the interests
of membership and would be membership;

o Assist BOCCIM in recruitment of local counterpart,
participation in preparation of overseas short-term
training and ensure sufficient on the job experience and
responsibility so that he or she can participate fully in
the project’s implementation;

o Assist BOCCIM to publicize and disseminate its
policy activities and more effectively to serve 1its
membership through BOCCIM’s newsletter and the mass media
to create an appreciation for the value of the
policy/lobbying function, and to build a base for support
of the function after BPED funding, and;

o Develop working informal relationships with the key
policy players within the GOB ministries and the private
sector.
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(2) Counterpart and Counterpart Training

The local counterpart, recruited Iy BOCCIM with the
assistance of the policy analyst, will act as the policy
analyst’s assistant, but will be groomed to take over an
increasing amount of the responsibilities of the expatriate
advisor over the course of the project life.

The counterpart will undertake appropriate long term and
intensive Masters Degree training in the United States. Other
BOCCIM personnel would be offered short~term training such as
that offered by the U.S. Chamber of Commerce’s Institution
Management program. This training is likely to include
internships with successful U.S. Chambers involved in policy
and lobbying.

(3) Short Term Consultancies

Short term consultancies on key topics requiring
special expertise will be funded. Use of local consultants and
resource persons will be emphasized as appropriate. Topics
will be selected by the policy advisor with the input of BOCCIM
management and membership, but are expected to address the key
policy constraints discussed earlier.

(4) Membership Workshops

Membership workshops as needed will be held,
exploring issues of current importance to the private sector.
These small working sessions with background discussion papers
will provide an effective forum for BOCCIM to obtain input and
guidance, develop strategy, and provide feedback to the
membership.

(5) National Conferences

National conferences sponsored annually by BOCCIM,
to include the GOB, unions, and donors, will review the
progress made to date, outline delays and deficiencies in
implementation where they have arisen, explore the causes for
these delays and deficiencies, identify new policies to be
considered, and provide an overview on changing regional and
world conditions that may require a policy response.

(e) BPED’s Role in Support of the Public Sector’s Role
in Policy change

BWAST I and II OPEXers have had a good deal of
success in effecting policy change within government, as well
as preparing counterparts to assume their position. The
Ministry of Finance and Development Planning (MFDP), in
particular, has been strengthened considerably.

The line ministry with the responsibility for private
enterprise development, the Ministry of Commerce and Industry
(MCI), continues to need strengthening. Many key technical and
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administrative positions are vacant, or underfilled by
inexperienced recent graduates. As a result, MCI’s ability to
respond to policy initiative, or to play a p-oactive role in
policy development is weak. Similarly, implementation
suffers. Regulatory developments do not filter down to
implementation units. Furthermore, staff motivation 1is
diminished by inadequate involvement of implementing staff in
decision making and the development of team organization.

MCI’s trade and investment promotional activities are
st1ll fledgling. While becoming increasingly important,
concomitant with the increasing importance of the private
sector in economic development, TIPA’s effectiveness 1s
restricted by lack of autonomy. As currently structured and
funded, MCI’s Trade and Investment Promotion Agency has
difficulty attracting entrepreneurial, private sector oriented
and experienced staff. Also, it has failed to win the
confidence of the private sector.

BPED will provide a long-term advisor to MCI, for the
Department of Industrial Affairs. The advisor’s role will be
to revitalize MCI’s contribution by providing advice on policy
analysis, implementation, participation on interministerial
committees, contacts with private sector, and the restructuring
of MCI’s trade and investment promotion functions. The advisor
w1ll have funding available for short term expert consultancies
to analyze priority policy issues, and organizational
restructuring of TIPA. BPED will underwrite the costs of study
tours and participation at conferences relevant to key policy
development/implementation issues under consideration.

BPED will fund up to 20 masters level scholarships.
Three will be reserved for key policy staff in MCI and MFDP and
possibly the Ministry of Local Government and Lands (MLGL).
Two slots one each will be reserved for BOCCIM and BDC
respectively. Scholarships will only be offered to candidates
who have been identified and have appropriate positions to
return to. The return of these trained professionals will
build the capacity to undertake and direct high level polaicy
analysis, and provide exposure to means of effecting policy
change in the government context. The remaining 15 Masters’
Degrees in administration, management, economics, finance, etc.
will be divided among selected GOB ministries and related
private sector institutions on the basis of assisting in
private sector growth.

The design team considered several other options for
supporting the GOB policy/regulatory/implementation process.
The support of MFDP was considered. Because the MFDP will
continue to receive support from other sources, this was
rejected. The team considered placing a long term advisor to
serve with the National Employment, Manpower, and Incomes
Committee (NEMIC), which is supposed to bring high level actors
in labor, business, and government together on policy matters.
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This was rejected, because strengthening two key participants
ir NEMIC, MCI and BOCCIM, will serve as the most effective
means of revitalizing NEMIC, while accomplishing many other
goals.

The team considered placing a long term advisor in TIPA.
Unt1il TIPA obtains more autonomy it may face difficulties in
undertaking its responsibilities and attracting more
experienced staff.

(f) BPED Inputs to Public Sector Policy Reform

(1) MCI Policy Advisor’s Specific Tasks

The policy advisor will be funded for the life of
the BPED project. He/she will have high level academic
training, but more importantly will have long experience in
applied economic/business policy research, dialogue, and
consulting i1n a developing country context, preferably Africa.

Under the guidance of the Industrial Development Officer,
the policy advisor’s responsibilities will include:

o] Identify and prioritize new policy issues for MCI to
become engaged, working with MCI staff. Develop working
strategic agenda, and bi-annual workplans for
implementation;

o Undertake analyses of priority policy issues, with
the support of outside consultant expertise where needed;

o Coordinate representation on key policy matters in
interministerial standing bodies such as NEMIC and the

Regulations Review committees, as well as special blue

ribbon commissions as they are formed;

o] Assuming the role of chief MCI resource person on
policy issues pertaining to commerce and industry:;
accessible to the GOB, unions, private sector, donors,
special conferences;

o Engage the MCI analytical, administrative, and
regulatory staff in the policy process to ensure their
support and commitment to policy change and
implementation;

o Provide input on selection of candidates and
institutions for the staff training component; and

o Coordinate with the MCI counterpart and prepare
study tours and conference participation;
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(2) Short Term Technical Assistance

short term technical consultancies will be available
as required. This will allow the MCI to have the flexibility
to address previously identified policy issues on its strategic
agenda, as well as to respond rapidly to policy issues floated
by BOCCIM or other GOB ministries and bodies.

(3) Study Tours/Conference Participation

Study tours or conferences pertaining to policy
issues will be i1dentified for participants from the MCI or
other GOB ministries or private sector personnel. The policy
advisor will assist senior MCI staff in selecting the sites to
be visited, coordinating the visit, and ensuring that the
participants are properly briefed.

2. Management and Entrepreneurial Development

The second project component is management and
entrepreneurial development. This component addresses
constraints to the development of citizen-owned enterprises and
participation in the private sector as identified in the PID,
1.e., inadequate business skills and poor knowledge of
opportunities. It is consistent with the recommendation made
in the mid-term evaluation of BWAST II to focus future USAID
manpower development activities toward private sector
development.

Most activities for this component will be coordinated
and implemented by BOCCIM, utilizing both in-house resources
and contracts with local praivate training and management
assistance firms. Although BOCCIM membership is open to all
private sector and parastatal enterprises in Botswana, and
represents businesses at both the high and low ends of the
spectrum, activities in this component will be designed to
primarily serve urban and peri-urban micro, small and
medium-scale businesses which have limited access to training
and management assistance. BOCCIM has been improving its
delivery capability in this area over the past two years
through its Outreach and B-MAP programs and through its
training courses.

The project will fund a policy analyst and continue to
fund two long-term expatriate advisors, one for training and
one for management assistance/outreach, which are currently
funded under the BWAST II project. These advisors will train
local BOCCIM staff counterparts to carry on their act_vities
after the Project Assistance Completion Date (PACD).

The Peace Corps will provide three volunteers to assist
BOCCIM 1in outreach and marketing assistance to small
businesses. Peace Corps/Botswana has a very active small
business assistance project and currently has approximately
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twenty volunteers working with small businesses throughout the
country. Although only three volunteer placements are
identi1fied at this time, Peace Corps participation may be
expanded during the life of the project as other areas are
identified by BOCCIM.

Peace Corps/Botswana has access to USAID funds through
the existing MED PASA, a centrally-funded program jointly
administered by PC/OTAPS and PRE/SMIE. These funds will be
used to increase the effectiveness of Peace Corps Volunteers
(PCVs) working on this project. (see Annex F for description
of MED PASA activities).

The International Executive Service Corps (IESC), has
been active in Botswana since 1987, and will be used to provide
specialized training and assistance to BOCCIM and to member and
non-member businesses. Approximately 15 person/months of IESC
volunteers will be provided to the project annually.

Activities for this component will be targeted toward
non-mineral private sectors of the economy which are current
growth areas or have good potential for growth. Previous
Mission studies have 1indicated that construction, tourism,
agribusiness, handicrafts, business brokering and other
professional services, and general manufacturing are potential
areas of concentration for project activities. To the extent
possible, and consistent with the restrictions contained in the
Lautenberg amendments and related restrictions (see Annex J.),
emphasis will be placed on developing export-led enterpraises.
During the first year of the project, a needs assessment will
be conducted to identify types of constraints affecting
entrepreneurial development and the capacity of local training
institutions to respond to the identified constraints. The
Project Implementation Committee (PIC) will use the needs
assessment as a guide to assist BOCCIM in preparing a six month
activity plan which lists specific training courses, staff
development, proposed studies and short-term technical
assistance needs. The needs assessment will be updated
annually and be used as an implementation guide throughout the
Life of Project (LOP).

The Management and Entrepreneurial Development Component
has two subcategories - management assistance and training.
The activities under each subcategory are described below:

(a) Management Assistance

(1) Outreach Program

BOCCIM provides management assistance to its members
through its Outreach Program. This Program involves visits by
BOCCIM field officers to both member and nonmember business
sites to provide managerial and general business advice. This
assistance 1s business specific and is designed to help solve
identified problems. It may involve a single visit or a
succession of visits to resolve the problem. The assistance
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provided during these visits is primarily problem solving and
includes general business planning, labor relations advice,
environmental impact planning, in ormation of BOCCIM spon: ored
training programs, and information and assistance on the
Financial Assistance Policy (FAP) offered by the GOB.

In addition, the outreach staff enhances BOCCIM
organizational strengthening through the recruitment of new
members and maintaining contact with existing members. The
staff members collect overdue subscriptions and serve as
liaison between BOCCIM, its members, other specialized
associations, and government departments.

The long-term Management Assistance Advisor attached to
BOCCIM will provide intensive training to his/her counterpart,
the Deputy Director of Outreach. She/he will also provide
advice and assistance to the other members of the Outreach
Division and will provide overall office management advice to
the Director and general support to office staff on management
information systems. These activities are currently performed
by the Management Assistance Advisor at BOCCIM funded under the
BWAST II project and will continue under the BPED project.

BOCCIM Francistown regional office augments its delivery
service system to the business community in the northern region
of Botswana. In addition, part-time field offices have been
opened 1in Selebi-Phikwe, Serowe, Molepolole and Kanye. This
effort has been supplemented through a grant from the Center
for International Private Enterprise (CIPE) which covers about
30% of the operational costs for 18 months. During this
project, BOCCIM will establish other part-time field offices in
Palapye, Maun, Ghanzi, Kasane, Bobonong and Lobatse.

The BOCCIM outreach staff will initially consist of a
Deputy Director of Outreach (to be hired in January 1991),
Regional Manager, two Field Officers (one northern region and
one southern region), and three Peace Corps Volunteers. Two
additional Field Officers will be added in 1992. Based on one
contact per day per staff member (staff members will be
performing other duties each day, such as member recruitment
and maintenance, resulting in an estimated average number of
contacts), the following annual figures are obtained:

1991 - 1 contact/day/staff member (7) = 1344 contacts

1992 - " " (7) = 1344 v "
1993 - " " (9) = 1728 " "
1994 - " " (9) = 1728 "
1995 - " " (9) = 1728 "

Total LOP contacts = 7872
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Assuming that 50% of the offered assistance is accepted
and implemented, it is estimited that 3936 businesses will
receive effective management assistance over the LOP.

(2) B-MAP Program

The Botswana Management Assistance Program (B-MAP)
was established within BOCCIM as a pilot project financed in
1990. The project is similar to the U.S.-based SCORE/ACE
program and involves matching volunteer manager/counselors from
successful firms in Botswana with owners/managers of emerging
and expanding enterprises. The volunteer agrees to make up to
five visits to the client business over the course of a year to
provide management assistance. Attempts are made to team up
volunteers and clients in the same business so that a sharing of
technical and marketing information is possible.

The pilot project was limited to the Gaborone area.
However, requests for similar services have been received from
around the country and USAID agreed to support an expanded
activity on a matching basis. With the expansion of the
program, the Botswana private sector contributed P100,000 and
USAID matched this amount with $100,000 ($50,000 under BWAST II
and $50,000 subject to the approval of BPED). During BPED,
BOCCIM will expand the B-MAP program to Francistown, Lobatse and
Selebi-Phikwe, all of which have a substantial base of large,
successful businesses and an increasing number of emerging local
entrepreneurs. This program will serve approximately 240
businesses per year over the LOP.

(3) Small Business Division

The Small Business Division (SBD) of BOCCIM was
recently formed after a group of small business-persons
approached BOCCIM for services. BOCCIM uses the SBD both to
identify businesses needing management assistance as well as to
increase its membership. The SBD currently has about 400
members and is increasing steadily. Quarterly meetings of the
SBD feature special topics such as the recent seminar on
"Boosting Your Profits."

BOCCIM has recently established a Women in Business
Association within the SBD which will address the special needs
of female entrepreneurs. A group of eight women are currently
on the planning committee to develop a program for management
assistance and training through BOCCIM. The project will
provide assistance to this group for its continuation and growth.

(b) Training

BOCCIM will provide various types of training during
the project. The training needs assessment scheduled for the
first quarter of 1991 will identify specific training needs
required by member businesses and allow BOCCIM Training Officer
to design and manage training strategies. Special attention
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shall be given to the needs of women in the assessment. BOCCIM
has a full complement of training courses and these will
increase over the LOP. Furthermore, in order to increase access
to business opportunities for women, BOCCIM will make good faith
efforts to attain a high percentage of female participation for
each type of training offered during the LOP.

The long-term Training Advisor attached to BOCCIM will
work closely with his/her counterpart. The counterpart Training
Officer is currently attending a degree program at a U.S.
university and is expected to return in January, 1991. The
Training Advisor is currently in place under funding from BWAST
II. Wwhen the BWAST II funding expires, the BPED project will
continue funding this position until the end of the project.

Most of the local training provided by BOCCIM i1s conducted
by private training firms under contract to BOCCIM. This allows
BOCCIM to offer an extensive training program with a minimum of
staff and to strengthen Botswana’s private sector training
delivery capability. Local firms which have been used in the
past include Institute for Development Management (IDM), PE
Consulting and Damelin. BOCCIM strategy is to use local firms
when available, foreign firms next, and finally, BOCCIM staff as
a last resort.

(1) Local Training Courses

The current annual training program for the five
years of the project will include the following 1llustrative
courses. These are subject to modification based upon the needs
assessment, feedback from participants, and periodic monitoring
and evaluations of the training program:

Supervisor/Mid-Management Series -~ Five 2 day sessions
each at 5 different locations (25 session/year) with 20
participants each € P300/per participant. Targeted at small,
medium and large-scale businesses. LOP Impact 2,500 persons.

Entrepreneurs/Small Business Series - Five 2 day sessions
each at 5 different locations (25 sessions/year with 20
participants each @ P300/participant. Targeted for micro, small
and medium-scale businesses. LOP Impact - 2,500 persons.

Training of Trainers - Two 3 day sessions each in the
northern and southern regions (4 sessions/year) for 20
participants each € P500/participant. Targeted for medium and
large-scale businesses. LOP impact -~ 400 persons.

Single Sector/Association Series - 18 sessions over 5
years with 30 participants each € Pl150/participant. Targeted
for micro, small, medium and large-scale businesses. LOP impact
- 540 persons.
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Senior Management Series - Five 2 day sessions each at 2
different locations (for 10 participants eaca @
P500/participant. Targeted for medium and large-scale
businesses. LOP impact - 100 persons.

Special Needs Series - Six per year at 2 locations 1in
northern and southern regions (12 sessions/year) with 20
participants each @ Pl100/participant. Targeted for small,
medium and large-scale businesses. LOP impact - 1200 persons.

(2) Non-Coursework Training

BOCCIM will coordinate other non-coursework training
over the LOP which will include both pre-production training and
on- site consultancy management assistance:

Pre-Production Training

This training ties in with the investment support
component of the BPED project and will provide funding to an
investor identified either by BDC or BOCCIM for pre-production
training of employees. Although funding for employee training
is available to investors under the FAP, applications for
funding cannot be made until 6-8 months after the project is
operational. During the LOP it is projected that BDC/BOCCIM
wi1ll identify 20 businesses that would qualify for this
component.

on-Site Management Consultancies

The project will provide short-term technical
assistance to BOCCIM to support implementation of on-site
construction management consultancies for selected groups of
citizen businesses. This program will be delivered over a three
year period to the owners/managers of small to medium- sized,
citizen-owned companies which have demonstrated the aptitude to
improve their management skills and expand their business
operations. The general pattern of these consultancies will
involve coursework followed by on-site consultancies, provided
either all at one time or periodically over a year. (See Annex
I Description of Research Studies.)

(3) Short-term Participant Training

Reqional Training

This activity will enable BPED to take advantage of
regional training for management or administrative personnel
training, and to improve Botswana’s trade skills by sending
local participants to skills/vocational training institutions
within the region. Forty person trips in the Southern African
region are contemplated.
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International Academic Training.

Up to 80 participants will be identified to recesive
short-term academic training, primarily in the United States,
and a limited number for other international countries. The
area of study on selective courses should focus on but not be
restrictive to, business management, private sector policy
formulation, financial market development, banking, domestic and
foreign investment, taxation, private provision of social
services, etc. This short-term specialized training in an
academic environment will greatly assist in private sector
development since the number of trained professional Batswana in
these areas is very limited. The participants will be selected
from both the public and private sectors and the PIC will
coordinate with the Directorate of Public Service Management
(DPSM) for the selection of public sector candidates. The
proposed courses will be identified in the external training
plan which will be developed by the PIC. Academic courses or
seminars sponsored or identified by AID/Washington will be
eligible for funding under this activity.

Business Linkages. The BPED Planning Work Group, which
works i1ndependently of the PIC, will identify local businesses
which have potential for exports to the U.S. and could benefit
from a trip to the U.S. to link up with U.S. importers and
marketing representatives. The prime contractor will assist the
BPED Planning Work Group to identify U.S. trade associations and
marketing representatives which could travel to Botswana to
provide marketing advice and assistance for exports to the U.S.
The project will partially finance:

- 10 business linkage trips from Botswana to the United
States;

- 20 business linkage trips for U.S. business persons
to visit Botswana; and

- up to 30 person trips for potential U.S. investors to
visit Botswana.

These trade linkages are described in more detail in the next
section on investment promotion.

(4) International Executive Service Corps (IESC)

IESC volunteers will assist BPED in supporting the
development of citizen entrepreneurs. Short-term consultancies
w1ll be coordinated with BOCCIM 1in the following areas:

Technical consultancies for medium to large enterprises to

improve operations.

IESC will sign an Operational Program Grant with USAID to
provide assistance through consultancies with U.S. experts whose
experience is closely matched to the needs of the Botswana
clients, primarily in the area of production and operations.
IESC/Botswana will identify Botswana firms that have specific



30

technical problems; a sub-agreement signed between IESC and
each client will detail the ta.ks to be performed by the

con ultant and the IESC home office will locate the U.S.
executive (usually retired) best suited for the task. The
executives will serve as volunteers, but expenses (travel, hotel
and per diem for executive and one dependent) will be covered.
The consultant will work closely with a staff member of each
client company in order to assure a transfer of technical
knowledge. The length of the consultancies will average two
months. Priority will be given to companies in which the
majority shareholding is citizen-owned. Clients will pay an
average of $8,000 (Botswana Pula equivalent) for each person
month of consultancy. The IESC country representative will
coordinate IESC consultancies for Botswana with BOCCIM. This
linkage should assist the efforts of both BOCCIM and IESC, since
a large number of the client firms will undoubtedly be BOCCIM
members and IESC will receive valuable leads from BOCCIM.

Technical training for groups of small enterprises in
high-growth sectors.

Such projects involve bringing a volunteer executive to
Botswana, for a group of small enterprises in similar
businesses. The volunteer would work with each enterprise in
order to tailor the help to the individual business; and also
conduct group training sessions. Such projects are needed 1in
retailing, construction, transportation, service industries, etc.

Assistance in organizing and setting up new associations.

IESC is well qualified to assist in providing guidance on
how to establish business associations. The association could
consist of a group of firms composed of similar businesses, i.e.
a retailers association. An IESC expert 1in association matters,
involving the specific type of enterprises, could be brought to
Botswana to develop an organizational structure and job
descriptions, develop membership campaigns, identify training
needs for members, and identify procedures for establishing
links with government and other associations.

Feasibility studies in areas of high-growth potential.

IESC experts in specific product areas: oilseeds,
prefabricated housing, tourism, plastic pipe production, etc.
could be provided under the IESC Grant.

Providing low-cost practical business information through
the American Business Linkage Enterprise (ABLE) activity.

Studies may be conducted for new product development,
equipment sourcing, joint partner searches and export
development. These studies are prepared in the U.S. by IESC
volunteers. Because the volunteer does not travel to Botswana,
the cost of such information packages is much less than the
usual volunteer visit.



31

3. Investment Promotion and Support

(a) Investment Promotion

(1) The Setting for Investment Promotion in Botswana

During the preliminary project planning at the PID
stage, the project intended to place major emphasis on
attracting/promoting investment. Further investigation during
project paper preparation has refined the investment promotion
concept. Under this project, the concept of investment
promotion is divided into two aspects (a) investor
1dentification and (b) investor support. This project will
primarily concentrate upon investor support through BOCCIM and
BDC, coupled by tapping intc AID/Washington’s and the Overseas
Private Investment Corporation’s (OPIC) investor identification
efforts. In addition to BOCCIM and BDC, the BPED financed
advisors will be in contact with and collaborate to the extent
practical with the Ministry of Commerce and Industry’s Trade and
Investment Promotion entity (TIPA), and the World Bank supported
advisor contracted to attract foreign investors to the
Selebi-Phikwe Free Trade Zone.

The limited approach to investment promotion was decided
on for a number of reasons; first, the foreign investor
1dentification function, a key part of the investment promotion
process, requires a major investment in personnel and resources
beyond the scope of the BPED, and secondly TIPA, the nation’s
trade and investment promotion arm, operates under direct
control of the MCI, with little independent scope of action.

Conditions for Investment Promotion Support

Admittedly, technical assistance and additional resources
are needed to make TIPA effective, but such an effort must be
preceded by a major commitment by the GOB to recognize the need
to conduct a foreign promotion investment effort and be willing
to provide the finances required.

During the course of the BPED program, we will continue
our discussion with the GOB on this point, through policy
dialogue and through the policy advisors efforts assigned to
BOCCIM and MCI. If at a later date, the GOB decides to mount a
complete investment promotion program, we will consider the
possibility of financing a feasibility study of the investor
promotion effort for Botswana. The analysis will identify the
kind of activities that a national i1nvestment promotion agency
should undertake, and provide options for its institutional
setting. Before undertaking such a study the GOB should form a
high-powered traipartite commission similar to the Income Polaicy
Commission. Such a commission would have sufficient clout, draw
on the expertise of all key players, give a widespread sense of
ownership, and would not be resistant to solutions that altered
the current institutional structures.
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If the investment promotion study is conducted and the
recommendations of the study are accepted by the GOB, then the
Mission would cons.der supporting the new or restructured
investment promotion center by funding of a long term advisor,
with experience in working with a one stop investment office,
and short-term technical assistance. Although funds are not
budgeted in the Project Paper, they could be through an
amendment to the Project Grant Agreement at a later date.

Support to Selebi-Phikwe

The BPED technicians will be supporting the efforts of the
World Bank’s funded Free Trade Zone located at Selebi~Phikwe,
350 kilometers north of Gaborone. The World Bank’s technical
consultant is highly qualified and motivated and has done a good
job of "selling" Botswana. BDC plans to assign a project PCV in
Selebi~Phikwe to assist in the promotion of secondary businesses
which are citizen-owned.

Support for Investment Promotion Efforts

Limited investment promotion strategies, targeted at
specific firms in the most promising industries can play an
invaluable role in attracting and keeping investors. The BPED
activities in investor promotion will be channeled through BDC
and BOCCIM. Both entities will coordinate their efforts in
providing investor support.

Botswana Development Corporation (BDC)

BDC is a development corporation, not a promotional
agency. Its staff is highly motivated and capable, but it does
not have the time, nor the skills, nor should it be expected to
act as the primary promotional office for Botswana.
Nevertheless, BDC through 1ts experience in working in the
Botswana economy has developed a unique capability to address
the needs of investors, both public and private. BDC has a
proven ability to get things done. Many of BDC’s referrals
concerning potential investors actually come from TIPA. BDC 1is
an invaluable source of advice and information on the local
business climate and opportunities, and can supply equity and
loan finance, as well as technical expertise, to 1ts clients.

Botswana Confederation for Commerce, Industry and Manpower

(BOCCIM)

As the national business association of Botswana, BOCCIMis
a natural stop for potential investors testing the wate-s in
Botswana. BOCCIM’s staff help mostly by lining up appointments
with the right people in business and government, and provides
informal advice on local conditions. However, there is no
formal investment promotion function within BOCCIM. Rather than
waiting for the creation of a National Investment Promotion
Agency, BPED will provide limited support to continue
contributions to investment development by:



33

Technical Assistance

The two long-term advisors assigned to BDC will assist in
new project development. Special attention to working with
potential American investors will be provided through financing
well researched business linkage trips, promising solad
investment potential. These business linkage trips will be
coordinated by the PIC and will strengthen trade association
linkages between the U.S. and the Batswana business community.
The trips will provide exposure to better understanding of
Botswana’s competitive advantages on an industry by industry
basis.

Business Linkage Promotional Trips

The Project will assist Botswana to strengthen outside
linkages to promote Botswana as an attractive place for
investment. Botswana has several of the key elements that
potential investors look for, i.e. a democratic and stable
government, elections and change of power are peaceful, 1t
maintains an open econcmy, does not impose high protective
tariffs, its customs department provides timely clearance for
imported goods, and the local currency, the Pula, is easily
convertible. Nevertheless, selling Botswana, is a relatively
new concept for Batswana entrepreneurs.

Botswana to U.S./International trips

Knowledgeable and prestigious Batswana will be requested
to represent Botswana at appropriate international trade
associations events in the U.S. or other foreign countries. Up
to 10 person trips will be funded during the LOP. Sending
private Batswana entrepreneurs to participate in foreign trade
promotional fairs will serve a dual purpose. First, to seek an
export market, and familiarize Botswana with international trade
producers. The Batswana will obtain knowledge in terms of
market size, pricing, quality standards and import procedures in
foreign countries. Perhaps more important is that the Batswana,
through trade association linkages, will be in a position to
identify U.S. and foreign investors and alternative suppliers
for Batswana producers.

U.S. Business trips to Botswana (trade association
linkages) Understandably the return on investment appears
greater to finance business linkage trips for well researched
trade association visits from the U.S. to Botswana. The Project
Implementation Committee will approve up to 20 person trips from
U.S. trade associations to visit Botswana.

U.S. Investors to Botswana

As potential U.S. investors express interest to invest in
Botswana, BPED will be responsive to such inquiries by financing
a portion of the initial cost of visiting Botswana. The project
will fund 1n country costs for up to 30 person trips for
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potential U.S. investors willing to finance their own airfare to
and from Botswana. Upon arrival in Botswana they will be
eligible to receive per diem for up to seven days. BDC staff
will meet the potential investor at the airport and escort
him/her to appointments with appropriate business and government
representatives. BDC has the mandate and ability (technical and
financial) to negotiate with potential investors. It has the
financial backing to take a business concept and through direct
negotiations transform these concepts into a business reality.
BDC is uniquely equipped and able to address the needs and
aspirations of foreign entrepreneurs by:

- providing accurate and current data on wages,
salaries, costs, market construction costs, factory
availability and constraints;

- identifying specific needs and measurement of the
market:

- determining needed resources in terms of personnel,
equipment, site location;

- preparing financial plans and projections to
determine activity’s viability; and

- preparing an overall business plan based on the
aforementioned reviews.

BDC, BOCCIM and MCI will receive considerable support
through in-house seminars and workshops for staff development.
Additionally short-term technicians will be contracted during
the Project to address specific investment constraints as
identified. Consultants will be utilized to conduct marketing
and constraint analysis, review trade and investment policy
issues, emphasize export incentives and identify non-mineral
production possibilities. As appropriate, the results of these
studies will be used by BDC and BOCCIM staff in negotiating with
potential investors.

(b) Investment Support

The BPED project recognizes the need for the GOB and
the Botswana private sector to continue and expand activities
that support foreign and domestic investment promotion,
especially in the following high priority investment arenas:

- technological manufacturing operations, particularly
those seeking to utilize indigenous raw materials “or
higher value-added products;

- industries that complement or add significant value
to the existing industrial base, such as veneers for wood,
medical/pharmaceutical supplies, cement manufacturing, and
others.
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- industries with significant export potential,
particularly for SADCC and the EEC;

BPED wi1ll provide several kinds of support for BDC and
BOCCIM to continue promoting investment.

First, the long term advisors in BDC, BOCCIM and MCI will
coordinate efforts to identify, analyze, and formulate policy
recommendations and implementation methods for both foreign and
local investors as a means of sustaining and accelerating
private sector growth. The BDC and BOCCIM advisors, as
appropriate, will also work with the staff of their respective
organizations to continue to identify domestic and foreign
investors for specific projects and non-specific but declared
general interest areas. GOB investment promotion efforts will
be improved through the introduction of new literature and
industry-specific promotional approaches.

Second, 1in the overall objective of identifying and
attracting domestic and foreign investors, the BPED project will
support a number of activities; These include the following:

- identify and define acceptable approaches to the
long-sought "one stop" investment center concept with
clear and "do-able" assignments and methodologies
presented in packaged form to GOB;

- joint sponsorship of BOCCIM conferences for
1dentification of needed changes in policy and means of
policy implementation;

- development and implementation of the shared
cost/reimbursement program for specific project related
feasibility studies, business expansion studies, and
pre-operating training expenses;

- within the resources of BOCCIM, BDC, and MCI, attempt
to meet the probable need for industry sector and policy
reform studies and resource studies:

- development and implementation of a competitive
program of investment incentives that recognizes the
comparative advantages now enjoyed by surrounding nations;

- publication of the foregoing via the newsletters, direct
mail, and other selected media to assure widest coverage
for the cost.

Third, through the Project Implementation Committee, BPED
will support special efforts to mobilize local capital for
investment purposes. The special efforts are defined below:
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BOCCIM

- Publicize in its monthly newslett: r, segments devoted
to business i1nvestment opportunities.

- Maintain and update a listing of members and
non-members seeking investment projects/partners. Serve
as the linkage between the two.

- Institute quarterly meetings in its regional offices for
members and interested observers at which investment
projects are presented.

- At the regional office meetings, sponsor seminars to
identify, analyze, formulate possible methods of
increasing local investment and overcoming the constraints
to such investment.

- Through its coordinating committee, identify,
analyze, formulate the overall approach and
recommendations for BOCCIM, MCI, and BDC to GOB for
increasing local capital mobilization for investment.
This wi1ll include careful review of potential tax
incentives and concessions.

- Review the constraints evident in the commercial
banking systems, with a view to encouraging additional and
more aggressive merchant banking facilities to be
established in the country.

- Utilize PCVs to assist citizens to complete appraisal
and loan origination documents, and prepare a basic
feasibility plan, to facilitate bank loan applications,
and to reduce the costs of these loans. BOCCIM will
provide its concurrence for the loan request as well as
help identify eligible candidates for business loans.

BDC

- Will expand its present interested citizen investor
listing through consistent advertising in its newsletter,
direct inquiries to its offices, and the public medaia.

- Expand its current program of investor opportunities
described in its quarterly newsletter, to local and
international readership.

- Utilizing the services of the Senior Project Officer
and other members of its staff, identify and recruit
investors nationally and internationally for specific
identified projects.

- Continue its efforts to encourage and direct its
subsidiary, affiliate and associated companies toward
public issue of shares.
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- Increase its efforts to enlarge the portion of
citizen participation in BDC companies from {‘he present 33
to 5¢ percent.

MCI

- Wi1ll play an important role in the Implementation
Committee as a GOB "sounding board" to enhance the
attainment of particular policy objectives to stimulate
employment generation in the private sector.

Fourth, the BPED project will provide support to BOCCIM
and BDC to prepare a detailed study of the export potential for
Botswana-based industries. At present, the GOB has expressed
1ts commitment to stimulate non-mineral exports, but its
incentive programs offer little to offset the highly favorable
export/investment i1ncentives in the Republic of South Africa
(RSA), Swaziland, Mozambique, and Zimbabwe.

Adding to the lack of incentives, there are a number of
disincentives to the establishment of export-oriented businesses
in Botswana. Among others, these include high transport costs,
long lead times associated with freighting, high electrical
usage costs, a limited local market to absorb "core business"
while developing export markets, and a fairly high duty
structure through the Southern Africa Customs Union (SACU) on
many fundamental raw materials, machinery parts and finished
goods. Added to these problems is reticence, associated with
conservative fiscal operations, to provide incentives to the
private sector for long terms (say more than 10 years) or
indefinitely. Yet the best examples of successful export
programs by governments are long-term and nationwide, as the
Mauritius case reveals.

Given the problems, BOCCIM and BDC will co-author a study
that will define the problems, propose solutions, and describe
the steps necessary to take advantage of the enormous potential
for export-oriented enterprises in Botswana, and the benefits to
the country of promoting such enterprises. The study will
quantify the expected benefits from both direct and indirect
employment generation, the economic and the import substitution
gains, and the foreign exchange benefits of developing
export-oriented businesses.

The study will offer a list of the key export and
investment incentives that could be offered teo attract
investors. The research will define these clearly, and detail
their respective positive and negative attraibutes.

As an illustration, the list may include some or all of
the following potential incentives to investment.

- Loan, investment, and export finance at preferential
rates.
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- Incentive rates for export industry usage of
electrical power.

- Duty free importation of equipment, machinery, and
raw materials for export usage.

- Preferential Company tax rates for the life of the
investment, with perhaps 2.5% reduction in tax for each
10% of turnover exported, and special flat rate reductions
in addition for selected geographic locations.

- Establishment of bonded warehouse facilities at any
geographic location through licensing and provision of
normal security.

- Establishment of a special export processing zone in
key towns, with factory shells, controlled lease costs,
and secure processing and storage facilities for
manufacturing.

Prior to commencement of the study, a carefully planned
program of review of its scope and terms of reference should aid
in pre-disposing the key offices of GOB to its purposes and gain
valuable direction in its preparation. Key informational
releases during its compilation and analysis phases will aid 1in
retaining attention and heightening the awareness of its
importance.

After distribution of the study, a series of press
releases and public discussions sponsored by BOCCIM will be
planned to stimulate GOB thinking in its considerations of the
study proposals. The efforts must be directed toward enactment
into law and/or incorporation into existing regulations of the
major aspects of the study proposals.

Fifth, in addition to funding the kinds of activities
described above, BPED will also support more proactive and
direct domestic and foreign investment promotion on the part of
BOCCIM and BDC. Particular attention will be given to working
with potential foreign investors (especially from the U.S.)
through financing well researched business linkage trips,
promising solid investment potential.

In order to assist in negotiating with potential investors
(foreign or local) the project will authorize funding under a
cost sharing arrangement with BDC to conduct industry specific
feasibility studies. Feasibility or viability studies are
essential for the potential investor and BDC to make commercial
decisions. Whereas the investor has need for such a study, BDC
has equal interests to assist it in making a final decision on
providing venture capital for the investor. The costs of
preparing the feasibility studies will be split between the
potential investor, BDC and BPED. The soliciting firm will be
required to fund 50% of the cost, BDC will fund 25% of the study
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with its own resources and project funds may be used to fund the
remaining 25%. Both EDC’s and the project funds will be in the
form of a loan to the soliciting firm, and will be paid back to
BDC at commercial interest rates if the firm eventually
establishes a business in Botswana.

These feasibility studies have proven to be quite
productive in the recent past. For example, ten such
feasibility studies were undertaken at a total cost of P300,000
(ranging from P5,000 to P150,000, but averaging P30,000).

All of these enterprises are close to or in an operational
status. Most importantly, as Table I shows, 789 primary and
2714 secondary Jjobs have been created by developments to date 1in
these ten enterprises. Moreover, four of the enterprises are
100% citizen-owned, four are majority citizen-owned, and the
remaining two are 50% and 20% citizen-owned. BDC is a
shareholder in six of the companies but, totally, the
Corporation has invested nearly P56 m in the ten enterprises, 1in
the form of loans, factory shells, serviced land, studies, and
so forth.

Table I: Examples of BDC Businesses Developed from Feasibillity

Studies

Firm Equity % Employment Feasibility BDC

Citizen/ Prim/Sec Study Costs Investment

BDC/Foreign to Date
Asphalt 35/25/40 90/900 P 10,000 Pl1.9 m
Botswana
Brass 45/35/20 100/100 P 15,000 P7.0m
Foundry
Cast Iron 20/10/70 64/64 P 15,000 P6.0 m
Foundry
Private 75/25/25 100/60 P 45,000 P8.5 m
Hospital
Steel Furn. 35/25/45 90/90 P 15,000 P.25 m
Manufact.
Sheraton 0/50/50 200/50 P150,000 P31.0m
Hotel
Veld Prods. 10/90/0 30/300 P 10,000 P.4 m
(agro)
Grapple 0/100/0 15/150 P 10,000 P.175 m
plant (agro)
Tractor 0/100/0 80/800 P 25,000 P.75 m
Assembly
Grain Dry. 25/75/0 20/200 P 5,000 N/A

Plant
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Given the success of BDC in participating in feasibility
studies BPED will support che continuation of these
activities. Moreover, funds will also be made available by the
project to cover a higher percentage of the costs for
citizen-owned enterprises in several instances where neither
BDC nor the sponsor has the required financial resources to
fund a proper study.

There will be cases when a feasibility study will require
full financing from USAID resources. This may be where BDC 1s
not involved and the sponsor cannot contribute or where perhaps
a project idea is conceived by BOCCIM and there is sufficient
reason to believe that a pre-feasibility study may point the
way to an ultimate project. At other times, BDC may not have
cash available to contribute its share of the feasibility study
at the time required. All too often existing viable
enterprises remain stagnant due to lack of cash flow to explore
new product lines etc. The expansion of already viable
businesses is the safest way to expand the economy and create
sustalnable employment. Existing businesses have certain
advantages and should be encouraged to grow, and BPED can
supply this needed assistance.

(c) Support to the Financial Sector

Lack of access to credit has been identified by
interviews of small and medium businesses as the major
impediment to business expansion. Although this may be a
general impression, it may be that a contributing factor
limiting access to credit is not lack of liquidity or the lack
of credit mechanisms so much as the lack of knowledge and
training by the entrepreneur 1n preparing a sound business
plan. BPED’s activities with BOCCIM in management training,
including the preparation of business plans and the feasibility
studies to be administered by BDC, will directly address this
problem and facilitate access to credit for at least 360 new
businesses and provide training for the expansion of an
additional 500 existing firms.

The factors limiting access to credit have been
identified and examined during a Bureau for Private Enterprise
AID/PRE financed evaluation of the Loan Guarantee Scheme with
the three local commercial banks -« Barclays Bank, Standard
Chartered and the bank of Commerce and Credit. This evaluation
has uncovered a couple of misperceptions about the access of
businesses to credit and will be an extremely important
analysis for further policy dialogue with the banking sector.
First, access to credit by small, medium and large businesses
is not a constraint to investment. Those businesses which
need, want and can justify credit by-in-large get it.

Established and commercially viable medium and large
businesses have ready access to the commercial banking sector.
Those smaller and less viable firms may tap the Financial
Assistance Policy and Tswelelo. That considerable amounts of
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unused FAP funds get returned annually to the treasury at the
end of the GOB’s fiscal years and the banks remain highly liquad
are not so much the results of restric.ive lending policies as
they are of limited business opportunities. In other words, 1it
15 the demand for credit which is a constraint not its supply.

Second, the banking statistics do not validate the claim
from entrepreneurs that overly restrictive security and
collateral requirements hamper the availability of credit.
Almost two-thirds of all loans to businesses by the commercial
banks are unsecured. Loan rejections are most likely to be
related to being too highly leveraged or a weak justification
for the loan. Entrepreneurs may cite the absence of collateral
as the reason to rationalize their rejection, being unwilling
to accept the bank’s argument that they don’t have a viable
business proposal.

Nevertheless 1f determined necessary, project funds may
be made available to pay for short-term consultancies to assist
in forming a venture capital fund and could be used to buy-in
to the MDI Africa Venture Capital Project (AVCP) to assist in
meeting operating expenses of the Fund in the first three
years. Such assistance would require between $50/100 thousand
per year. Annex G, titled "Role of Venture Capital Fund,"
discusses how such a fund could assist Botswana and the status
of the development of this activity with the Commonwealth
Development Corporation (CDC).

D. Implementation Plan

1. General Aspects

It 1s expected that the BPED Project will be
authorized by the USAID Acting Director in December, 1990. The
Project Agreement, which 1s being prepared concurrently with
the Project Paper, will be signed between USAID, on behalf of
the U.S. Government, and the Ministry of Finance and
Development Planning (MFDP), on behalf of the Government of
Botswana (GOB). The Agreement 1s scheduled to be signed in
January, 1991 or as soon thereafter that FY 1991 funds become
available.

The Project Agreement will describe sub-project
activities (Annex 1) and contain an explicit clause authorizing
USAID to sign sub-agreements for the control and use of Project
funds. Separate agreements will be required for each of the
intermediaries identified as being responsible for the
implementation of activities utilizing Project funds. The
following A.I.D. Contract, Cooperative Agreement, Grant and
Procurement procedures will be utilized:

1. U.S. Contractor - USAID will request that the REDSO
Regional Contracting Officer in Nairobi negotiate a
contract with a U.S. Contractor to provide general
support services to the Project.
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2. BOCCIM - USAID will sign a Handbook 13 type
Cooperative Agreement with BCCCIM. This Agreement
w1ll serve as the document to control advances,
liquidation and BOCCIM’s implementation
responsibilities under the Project.

3. BDC - BDC will work on a reimbursement basis rather
than receiving advances. The activities that will
be implemented by BDC will require less involvement
by USAID, and therefore USAID will sign an
Operational Program Grant with BDC.

4, IESC - IESC is a registered Private Voluntary
Organization with AID/Washington, and is authorized
to receive Mission funded Grants. IESC will
coordinate its activities under BPED with BOCCIM but
submit its reimbursement requests directly to USAID.

5. Commodity Procurement - BOCCIM will prepare a
commodity procurement plan for submission to USAID,
of goods identified in the Project Budget. USAID
wi1ll competitively procure the requested
commodities, obtain necessary exonerations of taxes
and deliver the goods to BOCCIM.

6. MCI - Since the studies and short-term T.A.
envisioned for MCI are minimal and the studies will
equally benefit BDC and BOCCIM, upon concurrence of
the Project Implementation Committee, these
activities will be funded by the U.S. Contractor.

Expatriate technical assistance, external training, and
business linkage travel will be coordinated through a U.S.
contractor. USAID will request the Regional Economic
Development Services Office (REDSO) Regional Contracting
officer (RCO) to prepare the Request for Proposals (RFP) to be
announced in the Commerce Business Daily (CBD) in order that
all interested U.S. firms may submit a proposal. Selection of
the Contractor will be by a Contract Selection Panel, chaired
by USAID, consisting of representatives from BOCCIM, MCI and
BDC. The contract will be negotiated by the RCO in Nairobai.
The CBD announcement will be published prior to the signing of
the Project Agreement so that a selection can be made and a
contract signed by April, 1991. The announcement will state
that procurement will be contingent upon the signing of the
Project Agreement with the GOB.

The Management Advisor and Training Advisor (BOCCIM) and
Special Project Officer (BDC) are already being funded by BWAST
II through CY 1991. Thus, assuming there are replacements for
these three positions beginning in CY 1992, there will be a
transition period during CY 1991 in which advisors experienced
in Botswana will already be carrying out all planned project
components except those pertaining to the Policy Advisors.
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While USAID will be responsible for the general
management of the Project, implementation decisions will be
primarily the responsibility of the Project Implementation
Committee, which will be coordinated by BOCCIM. The Committee
w1ll operate on the basis of consensus and consist of six
members: representatives of BOCCIM, BDC, MCI, the MFDP, USAID,
and the U.S. Contractor. It will be chaired by the BOCCIM
Director.

A needs assessment identifying the constraints affecting
entrepreneurial development will be updated annually and be
used by the Project Implementation Committee to assist BOCCIM
in preparing its semi-annual implementation plans. The plan
will list specific training courses, staff development,
proposed studies and conferences/workshops and short-term
technical assistance needs. The plan will be reviewed by the
Committee and submitted to USAID for approval. Upon receipt of
USAID’s approval BOCCIM may request its initial quarterly
advance request.

Disbursements to BDC and IESC will be in the form of
reimbursements for actual expenditures for activities falling
wlthin the general categories identified in their approved
semi-annual implementation plans, for BDC, and for IESC, the
general lime item catogories identified in IESC’s grant
agreement. USAID will not retain approval rights over specific
activities to be funded under such general categories, or
otherwise interfere with BDC’s and IESC’s discretion to select
activities consistent with the general categories, grant
program descriptions and other provisions of the grant
agreements. However, the grant agreements will require that
BDC and IESC coordinate their activities with BOCCIM and
consult with BOCCIM regarding selection of specific activities
to be supported under the grant agreements.

In addition to the Project Implementation Committee,
BOCCIM will itself establish a separate BPED Planning Work
Group consisting of nine members including three BOCCIM
representatives, the three long-term advisors assigned to
BOCCIM and representatives of the BDC, the IESC and the Peace
Corps. The BOCCIM Working Group will meet monthly and be
responsible for the following:

o Develop a five year plan to meet BPED objectives:

o Develop and present for approval by the BPED Project
Implementation Committee, a quarterly program and
specific financial requests based on the project budget:

o Consult with BOCCIM’s Executive Council Committees
for private sector input;

o Review and discuss activities provided under the
sub-grant to BDC and IESC; and
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o] Monitor BPED objectives and accomplishments against
plan, problem solving and reset priorities as needed.

Project sustainability will depend upon sufficient
numbers of Batswana professionals both in the private and
public sector. Therefore, the project will fund up to 20
long-term degree training (Master’s level) in the U.S.A. and
approximately 80 participants for short-term academic
training. These trainees will increase the base of public and
private sector policy analysts necessary for market oriented
improvements as Batswana take over positions currently being
staffed by OPEXers.

2. Role of the Contractor

(a) Objective

The Contractor shall recruit and provide
administrative support for the long-term advisors identified in
the Project Description. A total of six long-term advisors
staggered over the life of the Project are contemplated. The
Contractor will recruit, screen, and nominate at least three
candidates for each position, for concurrence by USAID, and
subsequent review and selection by the Employer (host country
entity). Operational Experts (OPEXers) personnel currently
assigned to the requesting office will be considered as
eligible candidates.

(b) Recruitment and Support Services

As identified in the approved implementation plans,
the Contractor will recruit and provide administrative support
for expatriate short-term consultants, and provide placement
services and administrative support for short and long-term
U.S. participant training programs.

(1) Academic Participant Training

The Contractor will be required to identify U.S.
Universities offering Master Degrees and short-term academic
training in Private Sector Policy Reform, and business-related
courses and to place and support participants during their
academic training.

(2) Regional External Short-term Skills Training

This type of training (managerial or vocational
skills) may be offered in the African region for train.:j not
available in Botswana. The contractor may be requested to
provide logistical support for participants that receive
training under this activity.
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(3) Short-Term Technical Assistance

As part of the administrative performance of thais
contract, the Contractor will provide periodic short-term
technical assistance as identified in the approved
implementation plans. As appropriate the Contractor may be
requested to identify the technicians or merely serve as the
paying agent for technicians identified by either BOCCIM, BDC
or MCI.

(c) Contractor in-country Services/Duties

(1) Administrative Responsibilities

The Contractor will be required to staff an office
in Botswana consisting of a country representative, an
accountant and a secretary. The office should be located as
near to the offices of BOCCIM as practical. The Country
Representative will be a member of the BPED Implementation
Committee. Additionally, the Contractor will be responsible to
receive the semi-annual reports from each of the long-term
advisors for subsequent submission to USAID/Botswana.

3. Estimated Implementation Schedule

Implementation Schedule

Commence Activity Responsible Party
Complete Party
Activity
9/90-11/90 Project Paper USAID
12/90 Project Authorized USAID
1/91 CBD Advertisement of USAID/REDSO
synopsized procurenment
1/91 Grant Agreement Signed USAID/GOB
1/91 Cooperative Agreement Signed USAID/BOCCIM
1/91 Operational Program
Grant Signed USAID/BDC
2/91 Operational Program
Grant Signed USAID/IESC
2/91 Initial OPs Satisfied BOCCIM/GOB
1/91 Commodities Specifications USAID/BOCCIM
Drafted

2/91 Commodities Procured



Ccommence

Complete
Activaty

1/91
12/95
2/91
12/95
2/91
3/91
3/91

12/95

4/91
12/95

6/91

7/91

7/91

9/91
7/91
9/91
12/95

6/93
8/93

1/97
3/97
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Implementation Schedule

Activity

Quarterly PIC Meetings Held
Quarterly through LOP

Six MonthPlans Approved
Semi-annually through LOP

Request for Advance received
from BOCCIM

Advance made to Drawing
Account

Incountry Training starts
Regional Training starts
Long-Term particpants

Selected

Prime Contractor selected
and Contract Signed

Contractor Selects Long-
Term Policy Advisors and
Country Representatives

Long-term Advisors arrive

Studies and Short-term TA
take place

Long-term Participants in
training

Mid-term Evaluation

Final Evaluation

{cont)

Responsible Party
Party

PIC

PIC

BOCCIM

USAID

PIC

PIC

USAID/REDSO

Contractor

Contractor

PIC

Contractor

USAID

USAID
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4. Procurement Plan

Procurement under this project activity falls into
three categories: technical assistance and training services,
commodities and evaluation/audit. The source and origin of
commodities and nationality of suppliers and commodities and
services financed under the project shall be in accordance with
Africa Bureau DOA 551, Section 5F. Accordingly, commodities
financed by A.I.D. under the project shall have their source
and origin in Botswana, the United States or any other country
included in A.I.D. Geographic Code 935. Nevertheless,
procurement of commodities and services shall be from the U.S.
to the maximum practicable extent. Suppliers of commodities or
services shall have Botswana, the United States or any other
country included in A.I.D. Geographic Code 935 as their place
of nationality, except as A.I.D. may otherwise agree in
writing. Ocean shipping financed by A.1.D. under the project
shall, except as A.I.D. may otherwise agree in writing be
financed only on a flag vessel of the United States. Since the
project 1s DFA funded, and A.I.D. Geographic Code 935 1s the
authorized code, procurement source/origin/nationality waivers
are not regquired.

(a) Services

The Project will require a prime contractor capable
of providing technical assistance and training services. Full
and open competition is planned and USAID will rely on the
Regional Contracting Officer, REDSO/ESA to negotiate a contract
with the firm recommended by the technical review committee.
The firm which 1s awarded the contract will be required, to
comply with AIDAR Section 726.301, to subcontract to
disadvantaged enterprises no less than 10 percent of the value
of the contract, unless the prime contractor itself 1s a
disadvantaged enterprise. Long-term technical assistane and
long-term overseas training will generally be U.S. based. The
training budget includes funding for U.S. income tax payment
for long-term participants.

(b) Commodities

Whereas the prime contractor will procure its own
commoditlies, the USAID Executive Officer will be responsible
for procuring goods identified for BOCCIM, i.e. project
vehicles, computer equipment, office furniture, etc. BOCCIM
will prepare specifications and submit them to the USAID
Project Officer who will issue Project Implementation
Order/Commodity (PIO/Cs) with the USAID Mission actinn as the
authorized procurement agent. This procedure has been
accomplished successfully on other AID financed activities.
Non-U.S. manufactured vehicles will be procured since the U.S.
does not manufacture right-hand drive vehicles.
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The Mission EXO will procure:

(1) The project vehi:cles through REPSO/Tokyo which will
follow standard U.S. Government regulations;

(ii) The computers, prainters and suitable software
programs from a supplier in the U.S.; and

(i1i) The office furniture and basic equipment locally or
within the region.

Promotional materials or other publications developed by
BOCCIM, BDC or MCI which are financed by A.I.D. will contain
proper acknowledgement of A.I.D. financing, and be reviewed and
approved by USAID/Botswana prior to publication.

Office supplies and other basic commodities required by
BOCCIM will be included in its implementation plan, and
procured directly by BOCCIM.

(c) Evaluation/Monitoring

Funds will be reserved for direct disbursements by
USAID or BOCCIM for evaluations, external audits and annual
financial and compliance audits. External evaluators will be
contracted to conduct the mid-term evaluation assessing
implementation progress and the final impact evaluation.
Semi~annual Project reviews will be conducted with Mission and
counterpart agencies to review progress and constraints. As
appropriate, corrective action will be discussed and agreed to
during these reviews.

Procurement Time Table

A. At time of ProAq signing

o Cooperative Agreement signed with BOCCIM
o Operational Program Grants signed with BDC and IESC

o RFP drafted and publicized in the Commerce Business
Daily (CBD), responses received

o Project Implementation Order/Technical Services
(PIO/T) drafted and ready to issue when ProAg signed

o Specifications for vehicles and computer equipment
received, PIO/C for vehicles issuance and quotations
reviewed.
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B. Ninety days after issuance of PIQO/T

o Computer equipment/supplies ready for shipment and
in~country within thirty days after vendor provides
commodities to shipper.

o] Offers received from RFP.
C. One hundred and eighty days after issuance of PIO/T and
PIO/C
o Vehicles in country if procured offshore.
o] Prime contractor selected and contract executed.
o Participants selection and screening initiated
o Placement confirmed, PIO/Ps issued.
D. Two hundred and forty days after issuance of PIO/T
o Prime Contractor staff (including long-term
advisors) arrive in country.
o First batch of participants depart for external
training.

Iv. MONITORING AND EVALUATION PLANS

A, Monitoring and Process Evaluation Plans

Although USAID will have responsibility for the overall
management of the BPED project, project implementation will be
a collaborative and consensus process among members of the
Project Implementation Committee. A rolling six month
operating plan that lists general training courses, policy
analyses, staff development, proposed studies, short-term
technical assistance needs, and financial support requirements
will be prepared and submitted to USAID.

The monitoring of the progress toward achieving the
activities listed in the plan will be the direct responsibility
of the Project Implementation Committee. Project monitoring
will involve a continual collection and review of data relating
to the oversight of all project targets such as: increased
investments in the non-mineral sector, broadened opportunities
for citizen entrepreneurs with special emphasis on women,
increased effectiveness of dialogue between the private and
public sector to reduce regulatory and procedural constraints.
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The USAID Project Officer (PO) will work closely with
other USAID staff personnel who have responsibilities related
to project activities. These will include the USAID Training
Officer on matters relating to the long~term, U.S.-~based
participant training activities, the Executive Officer on
procurement and the Controller on financial management.

The PO will have access to the following computerized
data maintained by the prime contractor or BOCCIM.

1. The Contractor will maintain a program of the
project funded, long-term training participants. This program
will include PIO/P numbers and dates, the name of each student,
duration of training, financial commitments, expenditure levels
and balance of funds, the degree, and the date of departure
from and expected date of return to Botswana. Whether the
trainee is from the public or private sector, and their
cumulative grade point averages.

2. BOCCIM will maintain a similar program of the
in-country and regional training participants. This program
will be similar to the Contractor’s program and will include
the name, age, sex, of each trainee, their place of employment,
job position, date(s) and duration of training. This program
will also identify whether the trainee 1s from a female or a
male-owned or operated enterprise, the number of employees 1in
the trainee’s firm, whether the firm is citizen-owned.

3. A technical assistance program will be maintained by
the Contractor as well as the respective intermediary. Thais
will include the name, sex, and country of origin of each
technical assistant, the duration of his or her contract,
financial commitments, expenditure levels and balance of
funds. This program will categorize the TAs (both long and
short term) by the type of assistance each 1s providing.

4. BOCCIM, BDC and the Contractor will maintain project
financial data, commitments by fiscal year and line items, and
will further differentiate whether the committed funds are
administered by the contractor under sub-grants or USAID.

5. BOCCIM and BDC will maintain data base on enterprise
development, investment, and employment.

The computerized programs, the rolling six month
operating plan, and the quarterly reviews will enable USAID to
maintain an up-to-date record of the status of the more
quantitative or objective project activities, and these ~ill be
summarized in the semi-annual reports.

The semi-annual reports for each implementing entity waill
concentrate on four areas:; (a) the effectiveness and
subsequent results of project funded studies and business
linkages/trips; (b) the usefulness of the short-term training
programs to the trainee’s employer; (c) the long and short-term
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Technical Assistant performance assessments; (d) enterprise
developed or expanded, and jobs created.

Reference will be made to the feasibility and general
studies conducted during the reporting period. This section
should refer to the general purpose of the studies and indicate
the number for international and joint venture proposals as
well as citizen-owned business ventures. The effectiveness of
project feasibility and general studies will be measured by the
number of firms that invested or expanded their enterprises in
Botswana. Efforts should be made to quantify the impact on
employment and increased management efficiency.

To measure the significance of the training programs, and
to assess the performance of the short-term technical
assistants, the trainees will complete an assessment form at
the end of each training program. Summarizes of the assessment
will be included in the quarterly report of the implementing
agencies.

While having some degree of usefulness, these exit
evaluations have serious limitations. Most importantly, of
course, they cannot measure the impact of the training in terms
of improved work performance or productivity. To help in this
regard, BOCCIM’s long-term training advisor, with assistance
from several PCVs, will undertake a more systematic appraisal
of a reasonable sample of trainees who have returned to their
workplaces. These appraisals will involve detailed and
subjective interviews with the ex-trainees, their co-workers,
and their supervisors. These interviews to the extent
practical will occur twice for each selected trainee, at
intervals of three and nine months following the completion of
the training program.

The long and short-term technical assistants will have
their performances measured against the specific items listed
in their respective terms of reference. However, of particular
concern to USAID will be: (a) the degree to which the policy
environment is being changed in favor of the expansion of the
private sector; (b) the degree to which private enterprises in
the non-mineral sector have been created or expanded, and the
impact on employment.

Two final points on assisting citizen-owned businesses
should be stressed as regards the BPED project monitoring and
evaluation. The first is whether BOCCIM will be able to
continue with and expand the delivery of its services to
women-~owned citizen businesses, as well as increasing women
membership in the organization.

At present, BOCCIM has an active Women in Business
Advisory Committee within the organization, and BOCCIM staff
serve as advisors to the private sector Women in Business
Associlation. Additionally, according to its records,



52

approximately 25 percent of the services offered by BOCCIM in
1990 have been to women-owned enterprises. As indicated in the
social soundness analysis, however, female entrepreneurs suffer
a number of problems not shared by their male colleagues and
thus their needs are somewhat greater.

The second point recognizes that the quantity of training
programs offered by BOCCIM will be far less important than the
quality of such training. In the end, the success of BPED will
be measured by the strengthening and expansion of citizen-owned
(male and female) and non-citizen owned private enterprises,
and by the concomitant employment generated by them. Thus, 1t
is the quality of the services that will be the focus of the
monitoring and evaluation exercises.

B. Annual Financial and Compliance Audits

Annually BOCCIM will contract a local accounting firm to
conduct financial and compliance audits of all project
activity. USAID/Botswana will provide the PIC with a list of
authorized accounting firms and a basic scope of work to be
reviewed. The audits will focus on the terms and conditions of
the Project Agreement in relation to project direction,
progress and process for selecting and identifying
participants. The roles of USAID, BOCCIM, BDC, MCI, IESC and
the Peace Corps will be reviewed and a determination made
pertaining to their complying with the terms and conditions
established in the Project Agreement, and subsequent Project
Implementation Letters. As appropriate recommendations for
complying with the intent of the Project should be made.

c. Mid-Term and Final Evaluations

A mid-term, independent evaluation will examine the
project’s design and i1mplementation as they relate to the goal,
purpose and outputs. This evaluation will examine the on-going
effectiveness and relevance of the project-funded long and
short-term training and technical assistance, the management of
the training and TA, the quality and usefulness of the
project’s research component, feasibility studies, and progress
in the area of policy dialogue.

In addition to original research, the mid-term evaluation
will draw from the data base maintained by BOCCIM, BDC and the
Contractor. Additionally, the semi-annual reports of the
implementing entities and the files maintained at USAID will be
reviewed. From a broad perspective, the success in meeting
project targets, increased investment in the non-mineral
sector, broadened opportunities for citizen entrepreneurs and
improved policy dialogue to reduce requlatory constraints will
be reviewed.
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Finally the individual implementing entities (BOCCIM, BDC
and MCI) and the implementing contractor will be evaluated 1in
terms o. their respective contributions to obtaining the
project objectives.

A final evaluation of the project will address issues
similar to those covered during the mid-term assessment. The
evaluation will establish quantitative and qualitative progress
of the project in meeting its original objectives. It will
evaluate the external and unplanned events (such as political
change 1in the RSA, world~wide diamond demand and pricing, and
drought on beef production) on project implementation.

The final evaluation will also discuss policy issues,
institutional development, impact on the target population, and
project management. It is expected that the data collected for
the various evaluation components will be detailed,
comprehensive and comparative. Furthermore, the final
evaluation will determine the continued relevance of the
project, particularly in light of its responsiveness to the
original development needs, and will determine whether any
follow-on activities would be desirable for USAID.

D. Resource Requirements

It is anticipated that external evaluators will be used
for the mid-term and final evaluations. USAID plans to utilize
evaluators from AID/Washington and/or REDSO/ESA for these
evaluations. Funds to cover the costs of the two evaluations
are reserved as a separate line item in the project budget, to
be released as appropriate by USAID. If necessary, these funds
wlll be augmented from centrally-funded contractual
arrangements, such as through the GENESYS program.

Detailed terms of reference will be developed prior to
the actual evaluations by the concerned parties i1n Botswana.
Among other things, these terms will list the general types of
data required and method of collection, the critical issues to
address, and the manner in which the evaluations will be
implemented. The mid-term evaluation presently is scheduled to
be conducted in October of 1993, and the final examination in
October of 1997.

V. SUMMARY OF ANALYSIS

A. Constraints Analys.is

The constraints analysis (attached as Annex E.1) reflects
a synthesis of a number of complete studies of the Botswana
private sector, including the National Conference on Strategies
for Private Sector Development, the World Bank’s "Botswana:
Financial Policies for Diversified Growth", "“"The Management
Assistance to the Private Sector" by Cameron Smith and the
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January 1990 "Manual for Action in the Private Sector" financed
by AFR/MDI and PRE. The constraints which BPED is directed
toward eliiinating were judged to be most suitable for A.I.D.
involvement. A number of other constraints affecting
non-mineral private sector growth are being addressed by other
donors, by other A.I.D. projects (i.e. family planning and
education), by the GOB (i.e. roads and electricity), or are
facts of li1fe beyond assistance, (i.e. aridity, shortage of
fertile land, small internal market, long distances from
markets). Viewed in this context, the following constraints
are those judged by local and outside experts as the most
critical constraints to increasing private sector development
in non-mineral sectors and accelerating the integration of
Batswana entrepreneurs into the local economy.

1. Lack of access to credit has been listed by most
local entrepreneurs as a major constraint to growth. BPED will
provide financing to examine the credit issue and to explore
the feasibility of establishing a new commercial bank or a
venture capital fund, however, no project funds will be used
for credit directly. The GOB has recognized the seriousness of
the 1ssue and has requested World Bank assistance. A major
IBRD financial policies project is now underway.

2. Insufficient investment in non-mineral sectors is
the constraint at the heart of the BPED project. BPED focus on
three barriers composing this constraint: (a) restrictive
polices and regulations and weak implementation, (b)
underdeveloped citizen owned enterprises and participation 1in
the private sector and (c) low capacity to attract and absorb
foreign investment and to export.

3. Risk of regional instability may be considered the
most important barrier to the growth of investment, and
particularly, the foreign investment component. For the
purposes of this exercise, we have assumed that changes in
South Africa will be evolutionary and, therefore, not
disruptive to regional economic stability. (A full discussion
of this issue is contained in Annex H.)

4. The low capacity to attract and absorb foreign
investment and to export must be improved if sufficient jobs
are to continue to be created for a rapidly expanding labor
force. The Investment Promotion and Support activities coupled
with the extensive business training component will address
this constraint.

5. Inadequate basic infrastructure is a key constraint
to the growth of the Botswana private sector, but will be
addressed by other donors and the GOB. BPED will be involved
in policy discussions regarding improved land use.
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6. Protective reqional trade policies of its neighbors
limit Botswana’s ability to increase trade and expand its
businesses. This 1s trie in relation to SADCC Member States as
well as aspects of the Southern African Customs Union.

7. Inadequate numbers of sufficiently prepared and able

workers is a fundamental problem which must be overcome over
the longer~-term if the private sector is to evolve
substantially. It will be an essential element of the
Mission’s FY 91 education project, and the topic of future
Mission consideration.

B. Social Soundness Analysis Summary

1. Socio~-Economic Environment

A full discussion of the Social Soundness Analysis
1s contained in Annex E.2.

The Republic of Botswana is a multi-party democracy,
politically stable and fiscally conservative. Over 80% of the
1.3 million population are Tswana and speak the Setswana
languages. The population is 85% Christian. Approximately 90%
of eligible children are in primary school, 41% in junior
secondary and 17% at higher education facilities. Health
conditions throughout the country are improving but are still
often very basic.

By the end of this century, Botswana will be approaching
a figure of 50% urban dwellers. Gaborone, and other urban areas
such as Francistown and Selebi-Phikwe are all experiencing
considerable growth. Serviced land and housing are major
problems, as 1s efficient allocation of land for i1ndustrial use.

Most of the population of Botswana may be classified as
rural with a livelihood that is dependent on very tenuous
agricultural production. There is a strong interdependence
between off-farm wage employment and farm production, yet job
opportunities, especially for the uneducated and the untrained,
are limited in Botswana. The socio-economic result of this is
that the distribution of income and wealth is skewed. 1In fact,
Botswana’s social structure reflects an acute shortage of
educated Batswana and individuals with a junior secondary
education. The latter require jobs but their numbers far
exceed the skills requirements of the economy, and the
certificate holders expect non-existent white-collar jobs.

Botswana also has a population structure with an
imbalance stressing women and the young. The higher number of
females can be explained partially by the male phenomenon of
international migration. There are approximately 16,000
Batswana males working in the mines of South Africa.

Botswana’s population is also growing at a rate of 3.3% per
annum and is projected to double within 20 years. A
contributing factor to this population growth i1s the prevalence
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of teenage pregnancy. Fifty percent of all women aged 19 are
either mothers or pregnant, but 85% of all teenage pregnancies
are unplanned.

In addition to contributing to the rapid population
growth, (teenage pregnancy 1s a serious health problem), it 1s
the main cause of females dropping out of school. Botswana’s
policy on teenage pregnancy forbids girls from remaining in
school while pregnant and it is extremely difficult for them to
return. As a result, 75% of all teenagers in this category
fail to return to school. This contributes to the high number
of female-headed, and impoverished, households in Botswana.

In the socio-economic environment of Botswana, women’s
place in society is only slowly improving: while having large
families, they undertake much of the farm work in the rural
areas and provide much of the labor in urban areas. At the
same time, women hold several senior positions in Government
and are playing a more active role in the formal private sector.

2. Beneficiaries

Given the purpose of the BPED project, a majority of
the interventions (e.g. policy reform, technical assistance,
skills training, commodities, and so forth) are designed to
remove or minimize constraints to private enterprise
development common to both male and female. In a general
sense, both male and female Batswana will benefit from a
reduction or removal of these constraints, especially in terms
of the project’s ultimate success in contributing to
diversifying the economy, creating employment, and raising and
more broadly distributing income.

More specifically, however, the inputs of the BPED will
be targeted directly to several segments of the society:
individuals in the urban and peri-urban private sector, and a
few public sector employees. It must be stressed that the
project resources directed to the public sector are designed
to: (1) increase the ability of this sector to make policy
decisions that will strengthen the private sector and to ensure
the latter’s growth, and (2) enhance foreign and domestic
private sector investment and increase employment.

The direct beneficiaries of the technical assistance,
training, commodities, and/or capital inputs of this project
include the members or staff of such organizations as the MCI,
BOCCIM, and the BDC. Additionally, the owners, managers, and
employees of existing and new private sector firms will have
access to the project training and TA resources and, thus, will
also be direct beneficiaries.

Secondary beneficiaries will include the members of the
extended families of these individuals. Especially since the
extended family in Botswana is central to economic undertakings
and filters and redistributes the proceeds from each
activity.
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Another set of secondary beneficiaries will include the
individuals associated with businesses emerging and/or
expanding as a result of the project’s success. Although these
would be difficult to quantify, they include individuals
involved in prime and sub-contracted construction services,
food service providers, and retail shops.

3. Social Impact

Given the BPED’s goal and purpose, there should be a
positive social and cultural impact from the project’s
intention to 1increase private sector investment and
productivity. For the most part, considering the lack of
economic opportunities in the formal and agricultural sectors,
and assuming that the project is successful in creating new
and/or expanded employment opportunities in urban and
peri-urban centers, the project should contribute to a wider
distribution of income among the households of Botswana.

In addition, there are several other real and potential
social concerns and problems in Botswana, including the
specific problems of female entrepreneurs, that can and will be
addressed by the BPED project. An i1mportant concern,
especially in the context of southern Africa, is the issue of
citizen control of the economy. 1In this regard, many of the
project activities will be directed to the creation or
expansion of citizen-owned businesses.

Since many of the BPED-funded activities of the
implementing agencies will lead to an expansion of employment
opportunities, the potentially explosive issue of high
unemployment rates for increasingly unaffected (and unskilled)
youths, especially in the urban areas where they are migrating,
w1ll be diffused. This 1s especially true given that the
population structure is heavily weighted to the young. At both
the primary and secondary levels of employment, the opening of
opportunities for females of women-headed households will be an
important contribution to improving the situations of these
numerous and frequently impoverished families.

In terms of Women in Development (WID), the project also
has a good potential to address the particular concerns of
females at a number of levels. At the most basic level, all
project activities will disaggregate data by gender for
tracking purposes. This will include the training, outreach,
and research programs.

In the area of policy reform, BPED will support the
Private Sector 1in its efforts to address the policy issues that
particularly constrain the formation and/or expansion of
female-owned enterprises. Also, female citizen-owned
businesses will be specifically targeted to receive the BPED
resources. BOCCIM will provide production, marketing, and
financial training and services for small to medium,
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female-owned enterprise creation and expansion, and BDC will
continue to support the existing women-owned enterprises 1in its
por=folio, and it will actively seek to expand its involvement
with other such enterprises. Importantly, the project will
identify research projects, TA needs, and training programs
that would enhance female entrepreneurship.

4. Summary and Conclusion

In sum, female and male entrepreneurs in the more
modern and monetized economies of the urban, peri-urban, and
the larger secondary or market towns, face constraints to
developing and/or expanding their enterprises, particularly in
terms of the need for financing, skills training, and markets.
Many of the BPED interventions will address these constraints,
for both male and female entrepreneurs.

However, a majority of the women of Botswana face some
different and enormous challenges in order to become active
participants in the economic growth of the country, much less
to be active recipients of the BPED project interventions.
Among these are their lower educational attainment levels and
their more time-consuming and demanding domestic and productaive
responsibilities. They have a serious need for basic skills
training programs that are offered without undue interference
into the domestic responsibilities of women, i.e. their timing,
duration and locations are critical. Advances in policy and
law also have to be made to establish a legal basis for females
to gain greater control.

Despite the problems, the present assessment of the
distribution of benefits and costs of the project indicate that
the social consequences will be positive. This will be
ensured, however, to the degree that the project impacts
favorably and maximally on citizen-owned enterprises and on
female entrepreneurs and workers, and youth. While ultimate
success necessarily depends on the quality of the project
implementation, analysis of the project in terms of the social
factors involved indicates that the project is soundly designed
to meet its stated objectives.

c. Economic Analysis

1. Economic Effects

A more detailed economic analysis and supportive
tables is contained in Annex E.3.

As was the case with BWAST II, the long-run objective of
the BPED project is to increase the number of trained Batswana
in positions which foster economic development. The project
will also provide selected TA personnel who will provide
necessary expertise until Batswana have acquired the requisite
skills and will fund feasibility studies to generate job
creation.
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The Project is seen to have a number of major economic
effects, of which only four are measured here. First, the
project will increase the supply of better educat:d, more
skilled persons. The economic gain from the improved labor
supply is increased productivity, which is assumed to be
measured by increased earning potential.

Second, the returned Batswana will replace costly foreign
expatriates, thereby resulting in a savings to Botswana. The
non-salary costs of maintaining an expatriate in Botswana are
considered. Third, the training of Batswana and the provision
of TA Advisor will assist the country in meeting its economic
growth and employment generation targets.

Fourth, BPED will fund Botswana Development Corporation
(BDC) feasibility studies to create new businesses and increase
the number of jobs.

1. Economic Analysis

Economic Viability

Two measures of the economic viability of the
investment are examined. The first is the benefit-cost ratio.
The second is the Internal Rate of Return (IRR) i.e. the rate
at which the discounted costs and benefits are equal. Since
the excess of benefits over the costs is small, the sensitivity
of the conclusions is tested.

2. Calculations of the Benefit Streams

(a) External Long Term Degree Training

The earnings profiles for public sector and private
sector employees are given in Tables 1. Private sector
earnings are based on data for individuals without higher
education provided by the Central Statistics Office, Ministry
of Finance and Development Planning. Table 2 and 3 estimate
the wage differential attributable to university or advanced
degrees in the public and private sectors. These estimates are
merely the difference between the earnings profiles without a
degree and the earnings profiles with a degree.

Since the project expects to finance 20 individuals, for
long-term training, an estimate of the additional wages
received due to the long-term training for the group of 20
individuals, 1s calculated in Table 4 column 4. The working
life of these individuals following training 1s assumed to be
20 years. Since one of the underlying assumptions in this kind
of analysis is that earnings reflect productivity, the earnings
stream for the group 1s used as a proxy for the improved
productivity due to the long-term training of Batswana.
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(b) Short Term Training

In the absence of hard data on the impact of :hort-term
training on labor productivity or earnings in Botswana and, to
be consistent with BWAST II, it was assumed that the training
would result in a productivity increase equal to 10 percent per
year of the current average wage of individuals in the proposed
group targeted for training. The wage data was provided by the
wage profiles and the Central Statistics Office, Ministry of
Finance and Development Planning. Since the project expects to
finance short-term training for 8,800 individuals in-country
and 80 individuals for short-term international training over
five years, estimates of the impact of training for each group
were calculated and these estimates are shown in Table 4 column
5 and 6. The estimates of the impact of short-term training
for each group were staggered to reflect their different years
for completing the training.

(c) Long Term TA - Cost Savings

Since one must assume that wages paid non-citizen
personnel reflect their value to the economy, no additional
output will occur if a Motswana replaces a non-citizen 1in a
position. These costs are estimated to be approximately
US$35,000 per year for U.S. personnel. For this analysis, we
have assumed a savings of US$30,000 per year per expatriate
replaced or recruitment avoided because other, less costly,
foreign nationals may be replaced by returning Batswana. The
benefit stream resulting from the substitution on 20 Batswana
in positions currently held by non-citizens is given in Table 4
column 7.

(d) Employment Generation

As part of the National Development Plan 6, 1985 -
1991, the Employment Policy Unit at MFDP has estimated 5 years
intervals of manpower requirements necessary to achieve the
development targets to 2001. Over the period 1991 - 1996, when
BPED will provide the full-time equivalent of 7.5 persons (long
and short-term TA) to the country, the shortfall of university
training manpower is expected to be 2 500 persons. An estimate
of BPED contribution to filling the manpower gap can be
cbtained by dividing the shortfall (2,500) into the number of
person-years of TA assistance. The resulting ratio of .003,
when applied to the anticipated employment growth during the
period (56,300 persons), represents the project’s contraibution
to achieving the development plan’s employment target in 1996.
In other words, the provision of 7.5 highly skilled pe:rcons
should assist the country to develop 170 jobs over the period
or 35 jobs per year (Table 4 column 8).
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Over the period 1991-2001, after the 20 trained Batswana
have returned, the shortfall of university trained manpower 1is
expected to be 2,500 persons. Using the same logic as above,
the training of 20 Batswana will supply .08% of
university-trained manpower needed over the period. When this
percentage is applied to the total amount of anticipated
employment growth in the period (112,600), an estimate of the
employment creation impact of BPED yields an estimate of the
value of employment creation resulting from long-term training
component can be obtained. Over the period 1991-1996 BPED II
will supply the leadership and managerial talent to develop 450
Jjobs (56,300 x .008) or 90 each year. The Central Statistics
Office estimates that the average yearly cash wage for citizens
of Botswana across all economic sectors is P2,489 or US$1,375.
The application of this average wage to the expected
contribution to employment generation for each year, from the
20 long-term professionals trained with project inputs. These
estimates are shown i1n Table 4, Column 9.

(e) Feasibility Studies

The records of the BDC indicate that they have had a
25% success rate of actual new businesses resulting from their
feasibility studies and that each new business has created an
average of 95 primary or direct jobs. Table 4 Column 10
reflect the economic impact of funding 60 feasibility studies
over the 5 year BPED project life; resulting in three new
businesses per year, using the value of $1,375 per job created.

In addition to the job created by the BDC portion of the
BPED, BOCCIM also assumes that their "non-training" activities
wi1ll create additional jobs. Although numerous jobs will
probably be created by BOCCIM in this manner and at a very
reasonable cost, their estimates of 60,000 jobs created at a
cost of $35/ job would be difficult to validate given the
newness of BOCCIM’s efforts in this area. Since the project is
economically sound based on BOCCIM’s contribution through
training, the additional jobs created by BOCCIM were not
included in the analysis. At the time of the mid-term
evaluation, there should be an adequate data base at BOCCIM to
indicate the value of the economic return from this effort.

(f) Summary

Returns to the project have been identified and
calculated for three anticipated project effects, including:

- wage benefits due to long-term training of 20
Batswana;

- wage benefits due to short-term training of 8800
Batswana; in-country and 80 short-term international
training participants;
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- wage benefits to the lost employment if the project
were not financed.

Each of these benefit streams are arranged in the
appropriate project years and summarized in Table 4.

The key assumptions underlying this analysis are:
- wage benefits reflect labor productivity;

- the benefits of short-term training programs can be
approximated by assuming a 10% increase in productivity
per year for ten years:;

- the support costs of retaining non-citizen
assistance equals $30,000 per year:;

- the provision of technical assistance and long-term
training of Batswana will assist the country to meet 1its
economic and employment targets at a rate equal to the
proportion of their numbers to the shortfall of trained
manpower.

(g) Project Costs

The project costs are taken directly from the schedule
outlined in the financial plan. The only adjustment made in
the cost stream was to remove the estimates for contingencies
and inflation.

As shown in columns 12 and 13 of Table 4, the benefits of
the proposed project exceed the costs by about $2.5 million
when both are discounted at 10 percent. The benefit-cost ratio
is 1.46 to 1 and the internal rate of return 1s 19.4 percent.
The project would therefore appear to be justified.

To test the sensitivity of this conclusion, alternative
assumptions about each of the benefit streams were posited and
calculated following the methodology outlined previously. The
results are shown in Tables 5, 6, 7, and the sensitivity
analysis is found on Table 8.

(h) Conclusion

Based on the stated assumptions developed by the GOB
in their National Development Plan 6 (NDP) for 1985-91, the
past experience of USAID’s Human Development activities, and
the performance of BOCCIM and BDC, the activities to be
undertaken by the BPED project are economically sound. The
project as designed shows an IRR of 19.4% and a benefit cost
ratio of 1.46 to 1 when costs and benefits are discounted at
10%. The sensitivity analysis indicates a major benefit
resulting from the funding of the BDC feasibility studies. On
the other hand the project is nearly economically justifiable
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as a "stand alone" training program, with a 8.48% IRR and a .94
to 1 B/C ratio. If the results of the BOCCIM short-term
training activity are applied to a recipient group with a wage
of $3,000, twice the country average, then the BPED project
shows a very sound IRR of 27% and a 1.84 to 1 cost benefit
ratio. In conclusion, the BPED project as presently designed
is economically feasibly and sound.

D. Summary of Administrative Analysis

A detailed administrative analysis is contained in Annex
E.4.

1. Botswana Confederation of Commerce, Industry and
Manpower (BOCCIM)

The parent organization of BOCCIM was formed in 1971
as the Botswana Employers Federation (BEF). BEF’s mandate was
to protect and promote the interests of employers and to
participate in the economic development of the country.

Because numerous attempts to set up a sister national chamber
of commerce an industry failed, the BEF took on some of the
functions of such an organization. To reflect this evolution
of interests and objectives, BEF changed its name to the
Botswana Confederation of Commerce, Industry and Manpower
(BOCCIM) 1in August 1988. The constitution was also modified to
reflect the broader interests of the organization. BOCCIM 1is a
registered non-profit, private association which is open to all
individual employers, firms, companies, associations,
confederations, or other bodies and authorities, whether
incorporated or unincorporated.

For many years, BOCCIM’s (then BEF’s) membership hovered
around 530 members and was composed of the larger and medium
sized local and foreign-owned firms. Its current membership is
over 1,000, of which about 400 are micro/small-scale
businesses. (For definition purposes, micro-scale businesses
are considered businesses with 10 or less employees,
small-scale as having 10 - 25 employees, medium-scale as having
between 26 and 100 employees and large-scale businesses as
having over 100 employees.) BOCCIM’s membership consists
largely of urban~based businesses. Of its total membership,
497 members are located in Gaborone and 121 members are located
in Francistown. BOCCIM plans to continue concentrating on
building membership in peri-urban areas in order to focus its
limited staff and outreach resources.

The Annual General Meeting (AGM) is the supreme authority
of the Confederation. The Executive Council (Council) oversees
all the business and affairs of BOCCIM and meets monthly. The
Council 1s composed of 28 members and includes representatives
from the major players in the economy such as key parastatal,
mining interests, commercial banks, and larger accounting
firms. It also includes representatives of local chambers of
commerce, farmers associations, and the small business division
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(an association of small-scale businesses which is a member of
BOCCIM). The Council administers most of its responsibilities
through both standing and special committees.

BOCCIM has 1ts principal office on half of one floor of
Botsalano House, a building on the Main Mall area in central
Gaborone. BOCCIM has recently rented a house in the central
business area of Gaborone which serves as offices for the
outreach staff. BOCCIM has applied for a plot in the Central
Business District to construct BOCCIM House, which will house
all of BOCCIM staff., BOCCIM opened a regional office in
Francistown in 1990 to serve the general business community in
the northern region. This office is located in the central
business district and is staffed by a Regional Manager, a Field
Officer and a secretary.

BOCCIM provides various services to its members and the
general business community in Botswana. It has activities 1in
five basic areas - policy and regulatory reform, outreach/
management assistance, training, industrial relations, and
membership communications/publications, and a credit bureau.

BOCCIM has been active in representing the private sector
before government agencies and promoting policy reform to
encourage private sector development. Much of this work has
been performed on a voluntary basis by members. The Economic
and Legislative Committee of the Executive Council coordinates
this effort. BOCCIM’s input is highly regarded by both
government and private business. BOCCIM has representation on
various government and other standing boards and committees.
The project will reinforce and bolster BOCCIM’s past efforts in
this area by providing a long-term, expatriate policy analyst
to assist the Executive Council and Director. A Motswana will
subsequently be trained to eventually become the local policy
analyst counterpart.

BOCCIM provides management assistance to its members
through an on-site, one-on-one approach, principally through
its outreach and B-MAP programs. The Small Business Division
and Women in Business section identify special business needs
for their members . The outreach program invelves visits by
BOCCIM field officers to business sites to provide industry
specific managerial and general business advice. The type of
assistance provided during these visits includes general
business planning, labor relations advice, information of
BOCCIM sponsored training programs, and information and
assistance on the Financial Assistance Policy (FAP) offered by
the GOB.

The Small Business Division (SBD) of BOCCIM was recently
formed. BOCCIM uses the SBD both to identify other SME needing
management assistance as well as to increase its membership.
The SBD currently has about 400 members and is increasing
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steadily. Regular quarterly meetings of the SBD feature
special topics such as the recent seminar on "Boosting your
Profits. A Women in Business section was recently established
within the SBD to address the special needs of female
entrepreneurs.

BOCCIM has a full complement of training courses and
these will increase over the LOP. Various courses offered are
directed toward a broad spectrum of businesses including micro
and small-scale productive sector entrepreneurs, supervisory
and middle management, trainers, and senior management. The
content of the courses is based on expressed needs of BOCCIM
members and the general business cc:mum.u'xi.g_:y.,,a )

Industrial Relations is the area in which BOCCIM'’s
predecessor, BEF, provided most of its services. BOCCIM has
continued to offer its services in this area. A full-time
Industrial Relations Officer mediates labor disputes for member
businesses and provides information to members on labor laws
and regulations.

The public relations function of BOCCIM is currently
being performed by staff and long-term advisors. A permanent
staff person will be hired to perform these duties by January
of 1991. It is anticipated that an IESC volunteer or
short-term consultant in association management or public
relations will be needed to assist in setting up an effective
program.

BOCCIM is currently in the process of establishing the
Botswana Credit Bureau to provide information on "poor credit
risks" to members. Additionally, the Botswana Credit Bureau
will professionally research the subscribers own credit history
and provide Certified Credit Reports on request. Members who
desire to receive this information will pay for it.

According to an audit by Deloitte, Pim Goldby, BOCCIM
relies heavily on membership subscriptions for its income.
Approximately 90% of its income of P172,909 in 1988 was from
subscriptions. In 1989, total income increased to P401,625, of
which 82% was from subscriptions. Meanwhile, total
expenditures increased from P211,848 in 1988 to P248,384 in
1989. BOCCIM had an operational deficit of P38,939 in 1988,
but had a surplus of P153,241 in 1989.
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In the past, BOCCIM has been able to rely on ad hoc
contributions from larger members to make up any shortfall in
revenues. Likewise, BOCCIM depends upon special donations from
those members to fund unusual expenses. It is doubtful that
this dependence on larger members will ever be overcome
entirely. However, BOCCIM needs to broaden its base of
financial support through increased reliance on fee-based
service provision. BOCCIM’s training program over the LOP will
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emphasize this approach and the establishment of the credit
bureau also is a good effort in this direction. If BOCCIM is
to become a truly independent, representative business
organization of national stature, it must continue to seek ways
of generating revenues from delivery of services as well as
from membership fees and special contributions. The technical
assistance prcv1ded by the project should help BOCCIM to
further broaden its 1ncome sources.- ~
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and large businesses, CCIM needs to be sensitive to concerns
relative to the participation of Batswana in the economy and
must develop ways to assuage these concerns if it is to be an
effective instltutlon representing the interests of all private
sector firms in Botswana. The establishment of a Small
Business Division and efforts to increase membership of small
and medium-sized firms in BOCCIM are good efforts in this
direction. But, more efforts will have to be made in the
future to ensure that Batswana feel that they have a
participatory stake in the development of Botswana’s economy.

On balance, BOCCIM is a relatively strong national
business association that is the appropriate locus of support
for the strengthening of private sector business representation
and services. USAID’s experience with BOCCIM to date, through
the BWAST II project, and a recent Mission initiated financial
analysis of BOCCIM demonstrates that it has the capacity to
effectively utilize project assistance and magnify its efforts
in the areas of policy reform and providing services to both
members and nonmembers in training and management assistance.

BOCCIM is well-positioned to serve as the coordinating
institution for the BPED project since it is a truly private
sector organization that represents private sector interests
and appears to be supported and well-respected by both
government and the private sector. The activities for which it
is responsible under the BPED project are consistent with its
mandate and will help BOCCIM to considerably increase its
impact upon private sector business development in Botswana.
The project linkages among the activities of BOCCIM, BDC, MCI
should increase communication among these institutions and help
to develop a coordinated approach to private sector development.

2. Botswana Development Corporation (BDC)

The Botswana Development Corporation (BDC) was
established in 1970 to be Botswana’s agency for commercial and
industrial development. It was organized as a parastatal
institution with all ordinary shares held by the government of
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Botswana (GOB). The authorized share capital of BDC is P50
million, divided into P46 million ordinary shares and 24
n1llion redeemable, cumulative, non-voting preference shares.
The issues share capital of BDC of 42,799,462 is divided into
38,799,462 ordinary shares and 4,000,000 preference shares.

The control of BDC is vested in a board of directors which
meets quarterly to approve investments, review activities,
policies and objectives. All directors are appointed by the
Minister of Finance and Development Planning. BDC is managed
by the Managing Director with the assistance of an Executive
Committee composed of the Deputy Director, Financial
Controller, gnd”;he Manager of the Project Department.

Ao T
The Managing Director is supported by the Manpower Development
Manager, the Group Company Secretary, the Group Internal
Auditor, and the Public Relations Officer. The Deputy Director
heads the six operating divisions, comprising Agriculture,
Commercial/Industrial, Financial Services, Hotels/Tourism,
Estates Management and Transport. BDC monitors its interests
through these divisions.

BDC has investments through subsidiary and associated companies
in all sectors of the economy except large scale mining. The
practice of BDC with companies in which it has investments is
principally one of arms-length. Subsidiary companies are
generally independent and BDC influence is exercised through
the director(s) it nominates to subsidiary boards (appointees
do not have to be BDC employees) and in its role as a
shareholder. The exception to this doctrine occurs when the
companies experience financial or management difficulties. 1In
those cases, BDC will often engage in direct management of
those companies 1n order to attempt to turn them back onto a
solid financial basas.

The primary objective of BDC is to identify investment
opportunities in Botswana for exploitation by both local and
foreign investors. To achieve this, BDC provides investment
advice, loans, share capital and industrial plots and buildings
to investors. BDC attempts to limit its involvement in new
projects to a minority interest, but it will bear the major
burden of development when considered to be in the national
interest.

The types of assistance provided by BDC include:

provision of long-term loans

provision of factories and serviced land

provision of guarantees

equity participation

investment advice

project feasibility studies

assisting Botswana citizens to acquire shareholdings
in BDC Group companies or from foreign owners
willing to sell.
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BDC finances enterprises which have good potential for:

generating significant employment

export and/or import substitution
generating additional business opportunities
commercial viability.

The audited financial statements for BDC for the year
ending 39 June 1989 showed a profit of P5,775,000 before taxes
and a net profit of P8,818.000. Dividends were issued in the
total amount of 8,376,000 resulting in a retained profit of
P442,000. Coupled with retained profits at the beginning of
the year, the total retained profits at the end of the year
were 6,169,000. The consolidated statements, which include all
subsidiaries which are operational (86) showed a profit of
P26,856,000 with a net profit of P7,612,000. The consolidated
retained profits at the end of the year came to P31,742,000.

In terms of capital employed, the consolidated statements
reveal P42,800,00 share capital on the part of BDC and
P23,810,000 outside shareholders’ interest in the
subsidiaries. Total long-term loans amounted to P45,113,000
and insurance funds accounted for the other major source of
capital (P32,510,000). In terms of employment of capital,
P107,761,000 were in the form of fixed assets, P21,300,00 were
in subsidiaries not consolidated in the statement, P31,073,000
were in associated companies and P38,399,000 were in
investments.

The BDC recently formulated a five-year strategic plan.
Specific targets set in that plan include:

- To create 10,000 new jobs

- To increase the portion of citizen participation in
BDC companies from the present 33% to 50%

- Substantially increase BDC’s companies

The financial projections show a rising level of
profitability with return on capital growing by 50% reaching
11.3% in 1994/95 return on equity doubling to 18% and dividends
to the ordinary shareholder increasing fourfold. Project
disbursements will reach P469 million over the five year
period, 90% of which will be invested in industrial/commercial
projects and property development. The ratio of loan to equity
investments will then have reached 65/35 compared to the recent
52/48.

BDC is clearly one of the key players in the investment
scene in Botswana. Although it is a parastatal and makes some
business decisions on the basis of political and equity
concerns, it appears to operate on a profit basis and
understands the necessity to be self-sustaining. It has a very
professional and capable staff which has been assisted by USAID
in the past through the BWAST II project as well as by the
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Peace Corps, particularly in management and providing marketing
assistance to medium-size business.

A principal concern mentioned by a number of sources is
the high percentage of equity held by BDC in its projects.
However, BDC appears to be changing its approach on this issue
as evidenced by the target mentioned in its five year plan as
well as comments by staff of BDC and others that BDC has been
divesting its stock in companies operating on a solid basis
through sales of the stock to the private sector.

In conclusion, BDC clearly has the capacity to
effectively utilize the long-term advisors provided by the BPED
project as demonstrated by its track record in attracting
private investment to Botswana as well as its use of previous
long-term advisors. The feasibility studies to be financed by
BPED to attract private investors, both on a subsector basis
and on individual company basis, are well within BDC’s purview
and existing capabilities.

E. Environmental Impact

The original Initial Environmental Examination (IEE) for
the project PID recommended a positive determination based on
two project objectives (strengthening citizen entrepreneurship
and increased capacity to attract and absorb foreign investment
and to export) which may promote investments in entrepreneurial
activities such as tanning, textiles, beef by-products,
tourism, exotic animal products, veld products for export
markets and construction, leather and cotton/oil seed
production for local markets. At the PP stage, project inputs
and their direct effect or potential impacts on environment
were examined. As such, they are not likely to have a
significant effect on the natural or physical environment of
Botswana or neighboring countries.

This project, through long-term technical assistance to
the Botswana Development Corporation, BOCCIM and MCI, will
coordinate efforts to identify, analyze and formulate policy
recommendations and implementation methods for both foreign and
local investment as a means of sustaining and accelerating
private sector growth.

Feasibility studies may be carried out in specific
product areas such as potential for development of agro-based
industries, prefabricated housing, tourism, and plastic
products. The feasibility studies themselves of course will
not directly affect the environment. However, the feasibility
studies will identify any environmental issues associated with
the development of such activities which should be pursued
before investment. In the event any of these studies identify
significant adverse environmental concerns, required
environmental assessment will be conducted in conformance with
GOB legal requirements prior to initiation of the activities
studied.
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The BPED project will also finance participant training,
and training and counselling in the field of management,
entrepreneurial development, 1investment promotion and policy
formulation as well as business promotional trips to the
U.S.A. Training and technical assistance including training of
construction management experts, will include assistance
regarding environmental impact planning, where appropriate.

As i1ndicated in the revised IEE attached as Annex E.5, 1t
is recommended that the project be categorically excluded from
further environmental review pursuant to A.I.D. Regulation 16,
paragraph 216.2(c) 2(i) and (iii).

VI. COST ESTIMATES AND FINANCIAL PLAN

The total cost of the BPED will be $23,337,000,
$16,300,000 (70%) will be contributed by AID and $7,037,000
(30%) through combined efforts of the GOB and the Private
Sector. Table I presents a summary of costs of the financial
plan, with AID’s projected expenditures for each fiscal year of
the Project. Three of the long-term advisors will initially be
funded out of BWAST II or the Cost-Sharing Project resulting 1in
25 person years of long-term person vears being funded out of
BPED rather than 30 person years.

The basic assumption made in preparing the budget
includes a compounded 4.6% annual inflation rate for services
procured in the United States and a 10% compounded per annum
inflation rate for goods and services purchased in Botswana.
In addition, a 7% contingency factor was selected for the AID
budget to cover unexpected changes in the estimated level of
assistance or possibly to fund a buy-in to the AFR/MDI
supported venture capital scheme with the Commonwealth
Development Corporation.

Procurement of services requiring local currency will be
the responsibility of BOCCIM and BDC, each of whom will sign a
Cooperative Agreement and Operational Program Grant
respectively. Services requiring foreign exchange will
generally be arranged through the U.S. contractor at the
request of BOCCIM, BDC or MCI. 1IESC will sign a Grant
Agreement with the Mission to provide technical services. All
major commodities will be procured by USAID.

Listed below are the major project components and cost
estimates (cost figures in ‘000) for each item, less inflation
and contingency factors.

The Planned Expenditures.

Technical Assistance
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A. Long-Term Advisors

Twenty (25) person yea: s are projected during the LOP.
The Advisors will be placed 1in three strategic organizations to
maximize the return on investment.

Three advisors will be located within BOCCIM. The
specific areas to be covered include Management Advisor,
Training Advisor and Policy Analyst. These three advisors will
provide direct assistance and counselling as well as training
their counterparts during the project. As there 1s an overlap
with BWAST for some of the contract years, only eleven of the
fifteen person years will be charged to BPED.

Two advisors will be located within BDC, a Senior
Projects Officer and a Principal Operations Advisor, each will
have counterparts to be trained during the LOP. One year will
be charged under Cost Sharing with the remainder charged to
BPED.

One advisor will be located within MCI. This person will
be a Policy Analyst/Implementer with one or more counterparts
who will be trained during the LOP.

The GOB/Private Sector contribution will consist of local
salary, housing, vehicle support, office space and equipment.

Total Cost @ $125 per person year $3,125 USAID
$ 619 GOB
$ 920 Pvt. Sector

B. BOCCIM Direct Costs

As part of the organizational strengthening component of
BPED there will be direct costs related to the administration
and coordination of the program. BOCCIM will need to add four
additional staff to meet the requirements of this task. BPED
will cover the costs of these persons in a reducing scale over
the LOP.

The positions to be added include a BPED Coordination
Team consisting of a Staff Accountant, Programme Administrator
and Secretary and Policy Analyst. BOCCIM’s contribution will
consist of offsetting salaries, and general office support.

Total Cost $ 304 USAID
S 0 GOB
$ 168 Pvt. Sector

C. BOCCIM Indirect Costs

The extraordinary growth of BOCCIM membership during the
past year (from 550 members to nearly over 1,000 members has
created a short-term financial burden on the organization.

"SENSITIVE COST INFORMATION - SEE FAR 3.104:; DO NOT DISCLOSE".
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There is a need to supplement the BOCCIM budget until revenues
can be incrementally increased during the LOP. The budgetary
constraint has been produced due to rapid expansion and
increasing service to micro and small businesses which cannot
afford subscriptions sufficient to repay BOCCIM services during
their formative years.

Total Cost $ 879 USAID
$ 0 GOB
$ 433 Pvt. Sector
D. Commodities
1. Vehicles

BPED will provide four vehicles for use of the
BOCCIM Outreach Staff and Long-Term Advisors. These will
include one 4 x 4 Truck for use in the northern rural areas.
This vehicle will be based in Francistown. Two additional
front wheel drive trucks will be added to the Gaborone office
to serve the southern portion of the country. The fourth
vehicle wi1ill be a compact sedan for use in Gaborone and its
environs where roads are suitable to such transport. All four
vehicles will be directly procured by USAID. BDC and MCI will
provide additional vehicles for the implementation of their
components and all maintenance, insurance (third party,
comprehensive, theft) and petrol as its contribution to this
component.

Total Cost $ 80 USAID
$ 120 GOB
S 0 Pvt. Sector

2. Computer, Printers, Software

During the past year with the assistance of CIDA,
UNDP and USAID through the B-MAP pilot project, BOCCIM has been
able to convert its membership, accounting and business
assistance activities to computer based programs. As
additional staff is added, particularly in the Outreach
Department, maximum efficiency can only be obtained if the
Long-Term Advisors, PCV’s and BOCCIM Field Officers have access
to this data through the use of portable computer systems to
prepare FAP applications, check membership, payments ,
collections and prepare professional business plans. BPED
funds wi1ll be used to obtain five computers and associated
printers as well as suitable software programs. USAID will
procure from U.S. suppliers the computers and printers. BOCCIM
will provide the maintenance and peripheral accessories.

Total Cost $ 25 USAID
$ 0 GOB
$ 2 Pvt. Sector

WSENSITIVE COST INFORMATION - SEE FAR 3.104; DO NOT DISCLOSE".
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3. Office Equipment and Furniture

As the project is adding personn:21 to the BOCCIM
staff there will be a need for associated furniture for these
persons. USAID and BOCCIM will share the cost of this
component, and USAID will purchase the office furniture
financed with A.I.D. funds.

Total Cost S 15 USAID
s $ 9 GOB
$ 6 Pvt. Sector
4. Training and Export/Promotional Materials

The competitive advantages of training, investment
promotion and export promotion can be increased with adecquately
prepared literature. Project funds will be used for the design
and printing of the required materials. The promotional
materials may be used to attract industry specific investment
or distributed locally through trade fairs. Promotional
materials financed by A.I.D. should contain proper
acknowledgement of A.I.D. financing and approved by USAID. The
GOB contribution will consist of professional staff time,
office space and secretarial support required for the
development of promotional materials.

Total Cost $ 100 USAID

$ 45 GOB

$ 5 Pvt. Sector
5. Support Materials for Long-Term Advisors

BPED will finance the shipment of professional
support materials for use by the long-term advisors during
their contracts. The support reference materials will aid the
advisors to more effectively perform their tasks.

Total Costs $ 12 USAID
$ 0 GOB
S 0 Pvt. Sector

E. Project Coordination

1. USAID Project Assistant

To assist in the management and backstopping of the
project, BPED funds will be used to contract a Project
Assistant to be assigned to USAID. This Personal Services
Contractor (U.S. PSC. or FSN) will provide daily implementation
services in support of the project and report to the USAID
Project Manager.

Total Costs - $125,000 per person year $ 625 USAID

S 0 GOB
$ 0 Pvt. Sector

"SENSITIVE COST INFORMATION - SEE FAR 3.104; DO NOT DISCLOSE".
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2. U.S. Contracted Firm

The contractor will recruit and prov .de
administrative support and be responsible for the procurement
of professional services, support to the long-term advisors,
and control the disbursements of foreign exchange costs. The
contractor will staff an office in Botswana probably consisting
of a country representative, an accountant and a secretary.

Total Cost $ 1,775 USAID
$ 0 GOB
$ 0 Pvt. Sector
F. Short-Term TA
1. Industry Specific Feasibility Studies

To assist in investment promotion the Project will
fund, under a cost-sharing arrangement, industry specific
feasibility studies. As a guide the soliciting firm would
finance 50% of the cost, BDC 25% and USAID 25%.

Total Cost $ 625 USAID
S 625 GOB
$ 1250 Pvt. Sector

2. Business Expansion Study

Business expansion studies will be funded to
determine the viability of industry specific expansion or
diversification. It is anticipated that a large number of
firms requesting expansion studies will be smaller citizen
owned and may not be able to contribute a 50% contribution.
Nevertheless BDC and the client firm will still contribute
staff time and minimum direct funding to this activity.

Total Cost $ 150 USAID
S 75 GOB
S 75 Pvt. Sector

3. Institutional Staff Strengthening

BPED will finance short-term expertise and training
programs over the LOP to assist BOCCIM, MCI or private sector
business associations in institutional strengthening. An
example of such assistance would be contracting a specialist to
redesign BOCCIM’s monthly newsletter and assist the Department
of Tourism in designing a national tourism strategy. The
counterpart contributions will consist of providing office
space, clerical support, professional staff, in-country
transportation, and operating costs.

Total Cost $ 100 USAID

$ 25 GOB
S 25 Pvt. Sector

"SENSITIVE COST INFORMATION - SEE FAR 3.104; DO NOT DISCLOSE".
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4, Industry Sector Analysis/General Short-term T.A.

During the LOP private sector constraints or ceneral
areas requiring analysis will be identified. The studies could
focus on procedures for improving the Construction and
Engineering Sector, Export and Marketing Procedures, Micro
Enterprise Development, Tourism and Financial Sector analysis.
The counterpart contribution will consist of providing office,
space, clerical support, professional staff support, in-country
transportation and operating costs.

Total Cost $ 500 USAID
S 60 GOB
$ 60 Pvt. Sector

5. IESC Consultancies

BPED will fund IESC consultants whose experience
closely matches the needs of the Batswana clients primarily in
the area of production and operations. The client will be
required to contribute an estimated $8,000 per consultancy.
Fifteen person months per year.

Total Costs $ 875 USAID
S 0 GOB
$ 280 Pvt. Sector
G. In-Country Training
1. Needs assessment/In-Country Capacity

A private sector needs assessment will be conducted
in the first year of the project and updated annually. The
assessment funded under BPED will identify critical skills
areas, both technical and entrepreneurial, in which training
can be provided. BOCCIM will provide the required professional
staff support, administrative and clerical support and
in-country operating travel costs.

Total Cost $ 105 USAID
$ 0 GOB
$ 25 Pvt. Sector

2. BOCCIM Coordinated Training

BPED will finance BOCCIM’s in-country training
courses in strengthening mid-management, entrepreneu:.
development, training of trainers, senior management, and
special needs courses. Over 5,000 participants will benefit
from such training. The participating firms will be required
to continue the participants salaries during training. The
client firms will be required to contribute an average of 25
percent of the training costs related benefiting thear
employees.

"SENSITIVE COST INFORMATION - SEE FAR 3.104; DO NOT DISCLOSE".
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Total Cost $ 1,300 USAID

$ 0 GOB

S 400 pPvt. Sector
3. Pre-Production Training

This training complements the investment support
component, and will provide funding to an investor identified
elther by BDC or BOCCIM for pre-production training of
employees. The soliciting firm will be responsible to provide
the training site, provide administrative support and pay for
participants salaries during the training. The GOB has agreed
to match training cost Pula for Pula under the FAP policy.

Total Costs $ 300 USAID
$ 300 GOB
$ 125 Pvt. Sector

4, On-Site Consultancies

The general pattern of these consultancies will
involve BOCCIM coordinated training coursework followed by
on-site consultancies. The requesting firm will generally
contribute 25% of these training costs.

Total Costs S 450 USAID
S 0 GOB
$ 115 pvt. Sector

H. Support to B-Map

The B-MAP activities of utilizing volunteer business
persons from medium and large firms to provide management and
technical advice to small and medium~-scale entrepreneurs will
be expanded to Francistown, Lobatse and Selebi-Phikwe. The
client firm will pay for 20 percent of the consultancy fee and
the Volunteer’s time will contribute 30 percent and project
funds will finance 50 percent.

Total Cost $ 95 USAID
$ 0 GOB
$ 50 Pvt. Sector
I. Business Linkage Trips

1. Batswana to the U.S./International (trade
association linkages)

Ten person trips will be funded to send
knowledgeable and prestigious Batswana to attend trade/business
association fairs in the U.S. or other foreign countries. The
GOB will finance airfare and associated travel costs and the
representative firms will finance the participants salaries.

Total Cost S 100 USAID

S 40 GOB
S 15 Pvt. Sector

"SENSITIVE COST INFORMATION - SEE FAR 3.104; DO NOT DISCLOSE".
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2. U.S. Business Persons to Botswana (trade association
linkages;

Twenty person trips to bring U.S. business persons from
U.S. trade or franchisee associations will be funded during
LOP. The GOB and interested local firms will provide
in-country travel and devote considerable executive personnel
time with the representatives.

Total Costs $ 280 USAID
$ 20 GOB
$ 30 Pvt. Sector

3. U.S. to Botswana (Investors)

The business trade linkages should result in
identifying industries interested in investing in Botswana.
Upto thirty potential U.S. investors willing to finance their
own airfare to and from Botswana will receive in-country costs
for up to seven days. GOB and private sector executives will
escort and attend to their needs while in Botswana.

Total Costs $ 105 USAID
$ 30 GOB
$ 165 Pvt. Sector

J. External Training

1. Degree training in U.S.

BPED will fund up to 20 master level scholarships in
applied policy analysis, business management, investment,
financing, economics, labor economics, etc. for key policy
staff 1n appropriate GOB ministries and for private business
assoclations or parastatal institutions. Funding for U.S.
income tax payments is included in the training budget. The
GOB will finance all airfare and related travel costs and
continue to provide salaries during the participants tour in
the U.S. The private sector will continue to pay the salaries
for its participants while studying in the U.S. $25,000 per
year x 40 years.

Total Costs $ 1000 USAID
$ 430 GOB
$ 60 Pvt. Sector

2. Short-term Training in U.S. or Outside AFR Region

This activity will enable BPED to take advantage of
either AID/W or BPED sponsored or identified training and
seminars requiring Mission funding. Emphasis will be for
academic training which foster private sector development.
Areas of study will include business management, private sector
policy formulation, financial market development, banking,

"SENSITIVE COST INFORMATION -~ SEE FAR 3.104; DO NOT DISCLOSE".
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domestic and foreign investment, taxation private provision of
soclal services. Additionally, this component will enable BPED
to take advantage of AID/W sponsored or identified training.
The GOB will finance airfares for all participants and continue
salaries for public sector participants. The private sector
wi1ll continue to pay salaries during the training period.
Eighty person trips.

Total Costs $ 800 USAID
$ 320 GOB
S 50 Pvt. Sector

3. Short-Term Regional Training

This training is similar to the above but will be
reserved for the region. In addition to management or
administrative personnel training, these funds will also be
used to improve trade skills by sending local participants to
skills training institutions within the region. 40 person
trips. The Project will fund registration and course fees,
transportation, subsistence costs. The GOB will fund
international travel and pay salaries for its participants, the
private sector will continue to pay salaries of participants
during the training period.

Total Costs $ 200 USAID
S 20 GOB
$ 40 Pvt. Sector
K. Evaluation and Audits
1. Annual Financial and Compliance Audits

BOCCIM will be responsible to contract, with Project
funds, a local accounting firm, approved by USAID/B, to conduct
an annual financial and compliance audit for all project
activities. A copy of the audit will be submitted to USAID/B.

Total Cost $ 125 USAID
S 0 GOB
S 0 Pvt. Sector

2. Evaluations - Mid-term and Final

The Project will fund two evaluations, a mid-term
and final evaluation. The evaluators will examine the project
design and implementation as they relate to the goal, purpose
and outputs. The evaluation will examine the effectiveness of
the project, and the mid-term evaluation will recommend
mid-course corrections. Five person months per evaluation.

Total Cost $ 200 USAID
$ 0 GOB
S 0 Pvt. Sector

"SENSITIVE COST INFORMATION - SEE FAR 3.104; DO NOT DISCLOSE".
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L. Venture Capital Assistance

If the AID/CDC venture capital scheme materializes $150
w1ll be received from the contingency line item to fund a
buy-in of AID/W contribution to assist CDC with its
administrative costs. BPED will fund $50 per year. The CDC
equity fund of $10 million is not included in the counterpart
contribution, since too many uncertainties exist pertaining to
the future of this activity.

Total Costs S 150 USAID
$ 0 GOB
$10,000 Pvt. Sector

"SENSITIVE COST INFORMATION - SEE FAR 3.104; DO NOT DISCLOSE".
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\¥R/PD, A¥R/DP, AFR/SA, ATR/MDI, AFR/TR, PPC/PDIR,
PPC/WIT, EFRE/PD, S AND T, AND OUTSIZE CONSULTANTS. THE

- -

“ISSION wAS REPREISEINTED EY PDO WwILL ELLIOQIT.

2. ATP/PD CONGRATULATES TEZ MISSICON CN A aELL-#BITTIN
2ID. TEX MISSION REPRESENTATIVE DID AN EXCELLENT JOB O
PRESENTING THE PROJECT B3EFOCRE A LARGE GROUP CF
IXPEIRIENCED PRIVATE SEICTOR PROJECT CIFICERS. TEZRY wIREZ
A NUMEEZR CF SZRICUS ISSU®S RAISED, “0ST OF 4HICE CiN 3E
RESCLTED LURING PRCJECT PREPARATION.

Z. TW0 MAJCE
[1E

¥IZL RECT

SUES REMAIN UNRESCLVIT, EOWEVER, AMND
;
4

<
DITIONAL ANALYSZIS EY TEZ MISSION PRICR TC

I
AT
THI PRIPARATION QY THEL PP.
{(4) ATDITIONAL ANALYSES:

(1) TZT ECPR wAS NCT CONVINCED THAT SUTFFICIENT ANALYSIS
IAD BEEN COMPLETEZD TQO DEMONSTRATE I£AT TEE ACTIVITIES
PROPOSED wQULD ACEIEVE THE PROJECT Q3JECTIVES. TEE
LEVEIL OF ANALYSIS COMPLETED APPEARS TO HAVE BEEN
ORIENTED TQWARD PROBLEM™ IDENTIFICATION . THE
ANALYTICAI GAPS BETWEEN PROBLEM, SOLUTICN, AND RESULT
YERE NUMERCUS. A DETAILED ANALYSIS OF THE CONSTRAINTS
TO INCREASING SZLECTED PRIVATE SECTCR INVESTMENT IN
BOTS#ANA SECULD BE FORWARDED TO AID/w. TEIS SEQULD
CLARIFY TEZ RELATIVE ORDER OF_IMPCRTANCE AND MAGNITUDZ
CF THEEZ CONSTRAINTS, AND THEIR RELATIONSHIP TO TFE ECPS
AND WEAT IS THE RANGE OF OPTION: FOR ELIMINATING R
ALLEVIATING 2ACHE CCNSTRAINT. NZXT, T3IE MISSION SECQULS
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SUSTAINING ACTIVITIZS TO STIMULATI INVISTMENT AND
IMPLOIMINT GEINIRATICN ATFTER TZZ PAlT

3. TAUTINEZEG (SZCTICN 247), SZCTICN =21 AND PD 71
3EI8TATCTIANS

~ - - - - .

TET FOLLCWING E2S EXEIN PROVIIED BY GC/AFR IN RESPCNSE T2
TEI RECUIST CCNTAINEZD IN THE PIT FOR GUIDANCE 2N THE
LAUTENZZRG AMENDMEINT.
IN RESPONSZE TC QUISTIONS ASIID IN THZ PIZ, MOST QOF 78T
CASES WHIRE LAUTENBZRG ?REVICUSLY EAS =EEN CONSILDERED
ZAVE INVOLVED INDIRECT ASSISTANCE (FOR INSTANCE,
CAPITALIZING AN ICI CR PRCVIDING A GRANT TQ AN
INTEZRMEIDIARY FCR TA, WHERE A.I.D. DID NCT RITAIN
APPROTAL RIGETS OVER SPECIFIC FEASIEILITY STUDIZES CR
SUBLOANS, CB CTEZRWISE INTEND TC SUPPCRT TEE JLTIMAIZ
BENEFICIARIES, RATEZR TEAN STRENGTEEIN TEX
INTERMEDIARY). TEUS, TEZIRE IS NCT “UTH EXISTING
PRECEIENT ON TEE PARAMETERS OF THI CTHUZRE ASPECTS NEEIED
TO TRIGGER TEZ LAUTENRERG PROEIEITION. IT IS VERY

IMPORTANT TEAT THZI RLA BE INVOLVEID AT AN ZAQLY STAGE CF
¥ CEISIGN, TC HELP STRUCTURE TEXZ VARICUS PRCJECT
INTIRVENTICNS AnD CONSIDER TETIR LAUTINBERG IMFaCT. 72

T PP (PREFZRAZLY IN AN &LA
CPINICN ACCOMPANYING T PP) S3CULD RESCLVEI (AND RECCRD
wITZ SUPPCRTING TACTS) T=: LAUTEINEWRT CONCLUSION FOR
TACE CCMPONENT (d.u.. ¥EETEIR IT PRCVIDES DIRECT CR:
TNDIRECT ASSISTANCEZ, OR IS ONE OF TEE FCCR LAUTENEERG
ACTIVITIES), SC TEBAT FURTHER ANALTISIS WILL NOT H4VE TO
ZE PEZRFCRMEID DURING PRCJZCT IMPLEVENTATION. TCR

THEXI IXTINT PCSSIZLL,

INSTANCZ, T4 70 TET BOICC ON EOW T3 ”“NDUC” FEASIBILITY
STUDIZS. CY% A4 GENZRALIZED EASIS, PRCEBABLY #OULD NCT EL 2

ZAUTIN -EEG ACTIVITY. AND, AS IN“ICATEU I\ TEE 1/€/87
LEZGAL CPINION CN LAUTENRERG, ECTS#ANA HAS INTERED INTO &
CERTIZTICATICON AGRZEIMENT 173 TZZ U.S. ¥CR EAND-MALE
COTTAGZ INTUSTRY TEIZTILES, TIEMPIING TE™M TagwM
LAUTIN3TRG. TC TEHZ EK'“\“ TEAT TET ISSTZ CAN NOT 33
TULLT HESCLVED AT THT PP STEGE TCK 1A ?QRTICULAR ACTINITY
INVOLVING CIRECT ASSISTANCE, TEZ PP SHQULD INDICAT: TEAl
IZACE IVDLIPEN”INV AGREEMENT (PRC 'ECT ﬂ”R’“ﬂENT.
CCNTRACT) ~ILL PROVILE TEAT ®R0JECT TUNDS JILL NOT 2Z
USED 7O FINANC7 LAUTEMNZRRG ACTIVI”I"‘ UNLESS A.I.D.
SPECIFICALLY AGREES IN WRITING. EIS WILL PROVIDE AN
QPPORTUNITY TO CONLUCT A MORE SUBACTIVITI-S?EGIFIC
LAUTENBEIRG ANALTSIS AT T®RE REILEVANT TIME, WHAICH SECULD
3% CLEAREL BY TEX RLA. ANY CCNSIDEIRATION 0F USES OF
ECST CCUNTRY FUNDS NEEDS IC CCNSIDER LEVERAGING
RESTRICTICNS.

THZ STANTARD FOR VIOLATION O SECTION S21 IS VERY HIGE -
TZZ COMMOLITY MUST EE IN SURFLUS CN TEE aCRLD MAREET AND
THZ TIRECT ASSISTANCE MUST RESULT IN SUBSTANTIAL INJURY
TC U.S. PRCIUCERS CF THE SAME, SIVILAR CR CCMPETING
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FURSTI INTZFTINTIONS RICTUIFZIZ 70 CPEN Jp MAUINETREIAw
TINANCIAL CIANNEZILS, SUCZ 43 THZ COMMTIRCIAL 24n{S 7C
SATATER CREIIZIT ACCZESS 3Y wCMEN.

TZE vISSICN I8 FEIMINDID TEAT 2 .20 PLLICT CMoaCMuM I
TEVTLOPMINT TXIPRESSES 4 PRIFIPINCD IJ“ WA LWSTEIM,
FATHIR T=AN SIPARATE, VEEICLIS TCP REACTING LCMIN IN ALL
CASZS. vE #OULD SUGGEST TZ:iT 22 DISIGN (37, STCIZ AS
I9I SMALL aND MICRO EUSINEZSS STRATZEY TC =¥ JMRFIZD 0OUT
37 TEI GIVIvI TEIAM, BT GUILDID 3Y TIAT PRINCIPLI IND 3SITX
#AYS TO 25SUPRE ECUI;&EL: ACCESS 37 wOMIy 10 P2OJECT
SZSOURCIS AND CUTPUIS

(C) TEZ rIT DCES NOT DISCUSS TEZ SOUTE AFRICAN Max{il
CR THEI IMPACT QF A POS”-%PA’THEID SOUTY AFRICa TPON
PRIVATI INTISTMENT IN BOTSwANa MEVIRTBILZSS, TEE

IMPACT CCULT BX SIGNIFICANT, AND RELATICNS BETAEEN
SCTSWANA AND SCUTH 4FRICA ARE LIXZLY TO EHATZ AM ENCRMOUS
IFTICT ON TEZ COURSE 0F PRIVATI BUSINESS TEVELOPMENT IN
S0TSwANA., I% TEE #RZA COF ZX20RTS, SQUTE ﬁV:'Cr Is
3CTSWANA.S MAJOR MARXEI. TET PRCJECT CCULD ATTIFVET TC
TEIVILOF ALTERVATIVE “ARXZETS, 3WT TEZ MAJCF ZMPLOYMINT
GENERATEL IN ZXPCRT JOBS WILL PROZ2ABLY COME 7zQ0M
PROTOCTS SCLD TC SCUTE aFRICA QR TZ0M SOUTE AFRICAN
COMPANIES MCOVING INTC B?TS% Ny TO EZXFCRI OUTSIDE 'GU“
ATRICS, IN ANY CAST, COMPLITE FRCJECT ANATYSIS #CULS

[XaSedant

REDUIHE AN EXAMINATION CF SOUTH AFRICH"S IMFLUINCE,
NEGATIVT CX PJSITIVE, UTPCN TRE FROSPECTS ICF INMRIASING

- b

INVESTMENT IN EOTSsANA. TOL IXsMPLE, aEAT IFTELT D05
SOUTE AFRICA TATVZ UPOA TRAVSPCRTATION, FUEZ SUPFLY, Frs
MATIRIALS, Tre.  WEAT TITIL 0 TNTESTUEAT NOW OOMFS TROM
SOUTE AFRICA AND WIZL THIS FALL CF INCR24SZ IF SANCTIONS

ARE REMQOVEII aFAT PORTION O: BCTSWANA'S FITURE
INDUSTRIAL GRCWTE #ILL ZE TIRICTEC TOWARD IXXE SPV”V
ATRICAN MATXET? EZCAUST CT TRAMEPCRTATICN I*VIT TIONS,
(L0 ViLUE, SEAVY PRCITCIT) WEAT INZUSTRIES «CULD 3%

CEZPENDEINT UPCN THT SQUTE 8FaICAV MARYEY/
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TET ICPR ASFIID TEAT TEIT 2P SEOULD INCIUZI AN ANALTSICS
2T TIT IMTATT CT SCUTE LTRICA POV THI FTRIEPOSID FRLlToT
FUFPCSE.
() TEI 3ZTC OAND 3C/LFR OSUSGEST I8:T T3IT MISSIOM RETT7ISE
THT ITiL T DEIZUIST A CATIGORICAL IICIUSION TR
COMPONINTS 2 AND 3, SINCT TET STECIFIC ACTICNS ™zaT
A.I.D. aCULD TINANCE, CNLY T.&. AND TRAINING (ATTEIR
DELITION OF THTI CREDIT COMPONENTS), #0ULD NCT TEIMETLITS
FAYT & DIRECT IVPACT ON TEZ TYYIROUMENT, 4EICS T3 Tue

]

SCOPZ CF REGULATION 6. DISCUSSICN IN TZF 13Z CF TEZ
INVIRCAMENTAL EFFECTS OF ACTICNS FOLLU4ING AFTIR ALILI'S
INTIRVINTICNS {(SUC3I AS TZI FOLLOw—-ON INVESTMINTS),
MAKING IT CLYAR TEAT TEIS DISCUSSICN IS CUISIC® Tatx
SCOP® CF REGULATICN 15, IS COMMEINTABLE. THIS COMPORTS
WITE ZRCALZIR AGENCY CONCERNS RIGAADING TEZ EINVIRACONMEMNT,
ISPEICIALLY IN REILATICN T0Q TEZ GFCATE AND DEIVELOPYINT OF
AFRICAN INDUSTRIZS.

TEX B0 SUGGESTS TZAT FOR QEVIOUSIT ENVIRONMEINTALLY
SINSITIVE INDUSTRIAL SECTCRS (Z.G. TAMNING).
ENTIRCNMENTAL T.aA. 3Z PROVIIED TC EZLP ZSTARZ

LISE 10CAL
TICENICAL AND MONITORING EZXPERTIST IN SUCZ SZCTORS
CIFI

- s

TEIS #CULZT INCLJDZ DEVELCPMENT CF INDUSTRY-SPE

€2e O

FUIZELT IT IS LIKZLY TEAT HATETR TEAN THREIT DAYS
TWO VII¥S OF TIMT FROM THE REGICNAL ENVITONMENTIL
CFTIICIR WILL 32X RICUIRED FCR P2 PREPARATION.

JUITILINES.

6. ACTION RECUIRED:

PRINR TC TEI PREPADATION OF THEI PP, TEI MISSION SECTLC
SEND TC AID/w ADDITIONAL INTORMATION REGARDING THE TWO
MASCR ISSUTS TISCUSSED A3CVE IN PARAGRATE 2. AFTEP

RIVIZ¥ ANT APPRCVAL 3Y THE RURZAU CF THEE ADDITICONAL
TNTCR™ETICH, % TEZISICN wILL BE MEDE DN PROJELT

reT rrAame~ AR R dan] - -
ATUTEZRTZATION TZINTE. ZAKZSH
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- ——=——"""TNCLASSTTIZD TTTY T Tt STATE 23Symarmtemme——e e -
ACTICM. 4 T D=2 INFC 4MB ICM ICON T (8) A1 2  ANNEX A2
TICTCORCLTS LCC: 120 472
3P RYTEOR 18 JUL 90 @aal
NE RTIEC #3914 19822489 CN: 31924
Z¥? JUUOY 729 CERG: AID
P 1722487 JUL 9@ DIST: AIDE

¥™ SECSTATE WASEDC

TO AMEMBASSY GABORONE PRIQRITY 2744
3T -
UNCLAS® STATE 233914

AIDAC

¥.0. 12355: N/A

TAGS:

SUBJECT: BOTSYANA PRIVATE SECTOR DEVELOPMENT -
TFTEGATION OF AUTEORITY

PEF:  (A4) STATTE 138612

1. THEY PRQJECT COMMITTEE FQUND THAT TEE ADDITIONAL
ANALYSIS SUBMITTFD BY TEEX MISSION, SUPPLEMEMTED BY THEE
ANMALYSIS CONTAINED IN THT MISSION DIRECTOR'S MIMORANDUM
T ATR/PD 20RY DATEID JUNE 28, LNSWEREID THE REQUIREMENTS
GIVEN IN PARAGRAPE 3 A AND 3 OF THE GUIDANCE CABLE,
RYFTET AL

2., CSURJECT TO TYET INSTRUCTIONS CONTAIMED IN REIFTEL &,
TET MISSION DIRECTOR IS AUTEQRIZID TO APPROVE TEHE
PROJTCT PAPER AMD AUTEQRIZEI TEE PROJECT IN THZ FIZLD.

3, PYP TET MISSION’S ETARLIYR REQUEST. PDO NEIL BILLIG
EAS BTEN ASSIGNED BY AF¥R TO ASSIST THE MISSION IN TEZ
PRYPARATION OF THE PROJECT PAPER. MR. BILLIG IS
FAMILTAR WITE THE BUREAU.S LATEST TRINKING RIGARDING
PRIVATF SECTOR TEVELOPMENT AND STANDS READY TO ASSIST
TFF MISSION AS NEEDED. EAGLEBURGER

3T

#3914

ONCLASSIFIED STATE 233814
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PRIVATE BaG .

REFERENCE
Armex B GABORC
C?’?‘-\
FDP 4/16/2 XI (38) REPUBLIC OF BOTSWANA 10tn January, 3 C‘ - %
CITRNL No. (3,
o g |
Mr John Hummon, £ ‘~/8¥.u..“,.
Director, RF'D JO
USAID Mission to Botswana, o detaaa
P 0. Box 2427,
GABORONE.
Dear Mr Hummon, SQUE Dai é/

NEW USATID INITIATIVES TO BOTSWANA

Reference 1s made to your letter dated the 12th December) - :-
18889 You brought to my attention several 1nitiatives which are X
developing 1n the USAID Programme for Botswana

Government concurs with the 1dea of a new project as a
successor to the BWAST projects which willl support bcecth the
public and private sectors for purposes of strengthening the
private economy We tnink at the preliminary consultations and
preparations of the project, the Ministry of Commerce and
Industry should take the lead on the Government side. This
Ministry 1s reacy to nominate a representative to the proposed
reference group However since this will be a development
project, this Ministry wi1ll play the usual role of coordinating
the finalisation and 1mplementation of the project once the
detaills have been worked out and agreed by all parties.

We are very grateful of the information you provided on the
project 1nitiatives that you have started in consultations with
the Ministry of Education and the SADCC Secretariat. Thas
Ministry 1s 1n support of these i1nitiatives and we look forward
to meeting with <the projects’ development teams which are
scheduled to arrive 1n Botswana during February and March this
year.

Government apprecilates USAID's continued 1nterest 1n
assi1sting Botswana’s development efforts.

Yours sincerely,

A

aoclathe

PERMANENT RETARY

Copied to- Permanent Secretary, Ministry of
Commerce and Industry
Attention: Mr. Mothibatsela



ANNEX D

MEMORANDUM

TO" Richard Shortledge, Acting-Director, USAID/Botswana
)i \

FROM. Richard Harber, AFR/SA SRR, R4L\'\§”

SUBJECT. FY 1991 Country Checklist for Botswana

As requested, AFR/SA has completed the FY 1991 Country
Checklist for Botswana. The Checklist 1s attached for your use.

Clearances:
AFR/SA, Keith Brown (draft)

GC/AFR, Mary Alice Kleinjan AY

Drafted* AFR/SA, RHarber, 12/17/90, 1554V

Received by USAID/Botswana - 01/04/90



BOTSWANA - FY 91

5C(1) - COUNTRY CHECKLIST

Listed below are statutory criteria applicable
to: (A) FAA funds generally; (B)(1l) Development
Assistance funds only; or (B)(2) the Economic
Support Fund only.

A, GENERAL CRITERIA FOR COUNTRY ELIGIBILITY

l.

FY 1991 Appropriations Act

Sec. 555 (b). Has the President
certvified to the Congress that the
government of the recipient country is
failing to take adegquate measures to
prevent narcotic drugs or other
controlled substances which are
cultivated, produced or processed
1llicitly, in whole or in part, in such
country or transported through such
country, from being sold illegally
within the juraisdiction of such country
to United States Government personnel
or their dependents or from entering
the United States unlawfully?

FAA Sec. 481(h): FY 1991

Appropriations Act Sec. 259(b). (These

provisions apply to assistance of any
kind provided by grant, sale, loan,
lease, credit, guaranty, or ainsurance,
except assistance from the Child
Survival Fund or relating to
international narcotic¢s control,
disaster and refugee relief, narcotics
education and awareness, or the
provision of food or medicine.) If the
recipient 1s a "major illicit drug
producing country® (defined as a
country producing during a fiscal year
at least five metric tons of opium or
500 metric tons of coca or marijuana)
or a "major drug-transit country®
{defined as a country that i1s a
significant direct source of 1i1llicit
drugs significantly affecting the
United States, through which such drugs

No.

Botswana has not been
defined as a " major
1llicit drug producing
country" or a "major
drug transit country.”

0



are transported, or through which
significant sums of drug-related
profits are laundered with the
knowledge or complicity of the
government): (a) Does the country have
in place a bilateral narcotics
agreement with the United States, or a
multilateral narcotics agreement? and
(b) Has the President in the March 1l
International Narcotics Control
Strategy Report (INSCR) determined and
certified to the Congress (without
Congressional enactment, within 45 days
of continuous session, of a resolution
disapproving such a certification), or
has the President determined and
certified to the Congress on any other
date {(with enactment by Congress of a
resolution approving such
certification), that (1) during the
previous year the country has
cooperated fully with the United States
or taken adeguate steps on its own to
satisfy the goals agreed to 1in a
bilateral narcotics agreement with the
United States or in a multilateral
agreement, to prevent 1llicit drugs
produced or processed in or transported
through such country from being
transported into the United States, to
prevent and punish drug profit
laundering 1n the country, and to
prevent and punish bribery and other
forms of public corruption which
facilitate production or shipment of
1llicit drugs or discourage prosecution
of such acts, or that (2) the vital
national interests of the United States
require the provision of such
assistance?

1986 Drug Act Sec. 2013. (This section

applies to the same categories of
assistance subject to the restrictions
in FAA Sec. 481(h), above.) If
reciplient country is a "major illic:it
drug producing country® or *major
drug-transit country" (as defined for
the purpose of FAA Sec 48l(h)), has the
President submitted a report to

N/A See (2) above.



Congress listing such country as one:
(a) which, as a matter of government
policy, encourages or facilitates the
production or distribution of illicit
drugs; (b) in which any senior official
of the government engages in,
encourages, or facilitates the
production or distribution of illegal
drugs; (¢) in which any member of a
U.S. Government agency has suffered or
been threatened with violence inflaicted
by or with the complicity of any
government officer; or (d) which fails
to provide reasonable cooperation to
lawful activities of U.S. drug
enforcement agents, unless the
President has provided the reguired
certification to Congress pertaining to
U.S. national interests and the drug
control and criminal prosecution
efforts of that country?

FAA Sec. 620(c). 1If assistance 1s to a

government, 1S the government indebted
to any U.S. citizen for goods or
services furnished or ordered where:
(a) such citizen has exhausted
available legal remedies, (b) the debt
1s not denied or contested by such
government, or (c) the indebtedness
arises under an unconditional guaranty
of payment given by such government or
controlled entity?

FAA Sec. 620(e)(l). If assistance 1s

to a government, has it (including any
government agencies or subdivisions)
taken any action which has the effect
of naticonalizing, expropriating, or
otherwise seizing ownership or control
of property of U.S. citizens or
entities beneficially owned by them
without taking steps to discharge its
obligations toward such catizens or
entities?

{a) No.

(b) No.
{c) No.

No.

oY



FAA Secs. 620(a), 620(f), 620D; FY 1991

Appropriations Act Secs. 512, 545 . Is

recipient country a Communist country?
If so, has the President: (a)
determined that assistance to the
country 1s vital to the security of the
United States, that the recipient
country 1s not controlled by the
international Communist conspiracy, and
that such assistance will further
promote the independence of the
recipient country from international
communism, or (b) removed a country
from applicable restrictions on
assistance tQ COMMUN1St countries upon
a determination and report to Congress
that such action 1s important to the
national interest of the United

States? Will assistance be provided
either directly or indirectly to
Angola, Cambodia, Cuba, lrag, Libya,
Vietnam, South Yemen, Iran or Syria?
Will assistance be provided to
Afghanistan without a2 certification, or
wi1ill assistance be provided inside
Afghanistan through the
Soviet-controlled government of
Afghanistan?

FAA Sec. 620(3). Has the country

permitted, or failed to take adequate
measures to prevent, damage or
destruction by mob action of U.S.
property?

FAA Sec. 620(1). Has the country

tailed to enter into an investment
guaranty agreement with OPIC?

FAA Sec. 620(o); Fishermen's Protective

Act of 1967 (as amended) Sec. 5. (a)

tias the country seizea, or imposed any
penalty or sanction against, any U.S.
fishing vessel because of fishing
activities in international waters?
(b) If so, has any deduction required
by the Fishermen's Protective Act been
made?

(a) No.

(b) N/A
No.

No.

No.



10.

ll.

i2.

13.

FAA Sec. 620(q); FY 1991 Appropriations

Act sSec. 518 (Brooke Amendment). (a) (a) No.
Has the government of the recapient
country been in default for more than (b) No.

S1X months on interest or praincipal of
any loan to the country under the FAA?
(b) Has the country been in default for
more than one year on interest or
principal on any U.S. loan under a
program for whach the FY 1990
Appropriations Act appropriates funds?

FAA Sec. 620(s). 1If contemplated N/a
assistance 1s development locan or to
come from Economic Support Fund, has
the Administrator taken into account
the percentage of the country's budget
and amount of the country's foreign
exchange or other resocurces spent on
military eguipment? (Reference may be
made to the annual "Taking Into
Consideration® memo: "Yes, taken into
account by the Administrator at time of
approval of Agency OYB." This approval
by the Administrator of the Operational
Year Budget can be the basis for an
affirmative answer during the fiscal
year unless significant changes 1in
circumstances occur.)

FAA Sec. 620(t). Has the country

severed diplomatic relations with the

United States? 1If so, have relations No.
been resumed and have new bilateral

assistance agreements been negotiated

and entered into since such resumption?

FAA Sec. 620(u). What 1s the payment

status of the country's U.N. As of Octcber 31, 1990
obligations? If the country is in Botswana's UN obligations
arrears, were such arrearages taken are fully paid.

into account by the A,.I.D.
Administrator in determinaing the
current A,I.D. Operational Year
Budget? (Reference may be made to the
"Taking into Consideration" memo.)



15,

16.

17.

18.

FAA Sec. 620A. Has the President
determined that the recipient country
grants sanctuary from prosecution to
any individual or group which has
committed an act of international
terrorism or otherwise supports
international terrorism?

FY 1991 Appropriations Act Sec.556

Has the country been determined by the
President to: (a) grant sanctuary from
prosecution to any individual or group
which has committed an act of
international terrorism, or (b)
otherwise support international
terrorism, unless the President has
waived this restriction on grounds of
national security or for humanitarian
reasons?

ISDCA of 1985 Sec. 552(b). Has the

Secretary of State determined that the
country 1s a high terrorist threat
country after the Secretary of
Transportation has determined, pursuant
to section 1115(e)(2) of the Federal
Aviation Act of 1958, that an airport
in the country does not maintain and
administer effective security measures?

FAA Sec. 666(b). Does the country

object, on the basis of race, religion,
national origin or sex, to the presence
of any officer or employee of the U.,S.
who 1s present 1n such country to carry
out economic development programs under
the FAA?

FAA Secs. 669, 670. Has the country,
after Auqust 3, 1377, delivered to any
other country or received nuclear
enrichment or reprocessing eguipment,
materials, or technology, without
specified arrangements or safeguards,
and without special certification by
the President? Has it transferred a
nuclear explosive device to a
non-nuclear weapon state, or i1f such a
state, either received or detonated a
nuclear explosive device? (FAA Sec.
620E permits a special waiver of Sec.
669 for Pakistan.)

No.

No.

No.

No.

No.



19.

20.

21.

FAA Sec. 670. If the country is a

non-nuclear weapon state, has 1t, on or
after August 8, 1985, exported (or
attempted to export) i1llegally from the
United States any material, equipment,
or technology which would contribute
significantly to the ability of a
country to manufacture a nuclear
explosive device?

ISDCA of 1981 Sec., 720. Was the
country represented at the Meeting of
Ministers of Foreign Affairs and Heads
of Delegations of the Non-Aligned
Countries to the 36th General Assembly
of the U.N. on Sept. 25 and 28, 1981,
and di1d 1t fail to disassociate 1itself
from the communique i1ssued? If so, has
the President taken 1t 1nto account?
(Reference may be made to the "Taking
into Consideration® memo.)

FY 1993 Appropriations Act Sec. 513.

Has the duly elected Head of Government
of the country been deposed by military
coup or decree? If assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to
the resumption cf assistance?

FY 1991 Appropriations Act Sec., 539.

Does the recipient country fully
cooperate with the international
refugee assistance organizations, the
United States, and other governments in
facilitating lasting solutions to
refugee situations, including
resettlement without respect to race,
sex, religion, or national origin?

N/A

While Botswana was
represented at the
meeting, 1t entered
into subseguent
written reservations

No. =

N/A

Yes.

WP



B.

FUNDING SOURCE CRITERIA FOR COUNTRY

ELIGIBILITY

l.

Development Assistance Country Criteria

a., FAA Sec. ll6. Has the Department of
State determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights? If so, can it be

demonstrated that contemplated assistance
will directly benefit the needy?

b. FY 1991 Appropriations Act Sec. 535.
Has the President certified that use of
DA funds by this country would violate
any of the prohibitions against use of
funds to pay for the performance of
abortions as a method of family planning,
£to motivate Or coerce any person to
practice abortions, to pay for the
performance of involuntary sterilization
as a method of family planning, to coerce
or provide any financial incentive to any
person to undergo sterilizations, to pay
for any biomedical research which
relates, i1in whole or in part, to methods
of, or the performance of, abortions or
involdntary sterilization as a means of
family planning?

Economic Support Fund Country Criter:ia

a. FAA Sec. 502B. Has 1t been
determained that the country has engaged
1n a consistent pattern of gross
violations of internationally recognized
human rights? 1If so, has the President
found that the country made such
significant improvement in 1ts human
rights record that furnishing such
assistance 1s in the U.S. national
interest?

b. FY 1991 Appropriations Act Sec.

559(d). Has this country met its drug

eradication targets or otherwise taken
significant steps to halt 1llicit drug
vrocduction or trafficking?

Nol

N/A

No.

N/A

N/A



ANNEX E

PROJECT ANALYSES

E.1 CONSTRAINTS ANALYSIS

The following constraints analysis reflects a synthesais
of a number of completed studies of the Botswana private
sector, including the National Conference on Strategies for
Private Sector Development, the World Bank’s "Botswana:
Financial Policies for Diversified Growth", "The Management
Assistance to the Private Sector" by Cameron Smith and the
January 1990 "Manual for Action in the Private Sector" financed
by AFR/MDI and PRE. The constraints which BPED is directed
toward eliminating were judged to be most suitable for A.I.D.
involvement. A number of other constraints affecting
non-traditional private sector growth are being addressed by
other donors, by other A.I.D. projects (i.e. family planning
and education), or by the GOB (i.e. roads and electricity), or
are facts of life beyond assistance, (i.e. aridity, shortage of
fertile land, small internal market, long distances from
markets). Viewed in this context, the following constraints
are those judged by local and outside experts as the most
critical constraints to increasing private sector development
in non-traditional sectors and accelerating the integration of
Batswana entrepreneurs into the local economy.

1. Lack of access to credit has been listed by most local
entrepreneurs as their major constraint to growth. The problem
1s not the absence of credit due to a lack of funds. The
availability of funds is not 1itself a constraint. The lack of
business skills, management skills,and access to affordable
business services and lack of sound business plan i1s just as
instrumental i1n credit denials.

However, BPED wi1ill not undertake a credit program per
se. BPED will, however, look at various models and undertake
action oriented studies to determine how financing for more and
smaller local businesses can be increased. BPED will provide
financing to examine the credit issue and to explore the
feasibility of establishing a new commercial bank and a venture
capital fund. The GOB has recognized the seriousness of the
issue and has requested World Bank assistance. A major IBRD
financial policies project is now underway.

2. Insufficient Investment in Non-Mineral Sectors is the
constraint at the heart of the BPED project. It is in this
area that USAID has had the greatest involvement up to this
point and where we will continue to expand and focus our
efforts in the BPED project. It fits most clearly with BPED
selection craiteria. A key 1s to help to maintain and improve
an enabling environment for the private sector. The basic
structure of that environment 1s a solid one. It is moving 1n




the right direction and by comparison with many other countries
has many commendabl: features. There is also a fragility in
the openness in the economy and its corollary political

milieu. This project is trying to help strengthen that
environment and to build upon it, including building upon the
work that USAID has already done in support of the private
sector.

In its 1988 staff Report, the IMF made the following
remarks: "The authorities envisioned that, with diamond
revenues slowing, the private sector must and should assume the
leading role in generating growth and employment over the
longer run. Given the small size of Botswana’s economy, that
growth would have to be primarily export led. The authorities
recognized, however, that the transition away from an economy
dependent on diamonds would be neither rapid nor easy. Despite
Botswana’s strong financial position, there are important
constraints to development." The report cited the severe
shortage of skilled and semi-skilled labor as limiting both the
pace of private sector development and the Government’s own
implementation capacity. The report further noted important
bottlenecks in the provision of physical infrastructure,
particularly serviced land for commercial, industrial, and
residential development.

In a sense, there are several sub-constraints under the
overall constraint of insufficient investment in
non-traditional sectors which we might term as barriers to
resolving the constraint. This analysis focus on three of
these basic barriers. One is restrictive policies and
regulations and weak implementation. The second is
underdeveloped citizen-owned enterprises and participation in

the private sector and the third is low capacity to attract and_

absorb foreign investment and to export. More focus will be
given to the first two than the last, but all three are key
elements.

Discussions of these and the other barriers follow:

3. Risk of Regional Instability

This may be considered the most important barrier to the
growth of investment, and particularly, the foreign investment
component. In fact, it is important to the entire question of
Botswana’s economic development, and the maintenance and
strengthening of its political structure as well. What happens
in south Africa is critical not only to investment and
enterprise in Botswana, but also to other countries in southern
Africa. The prospects are certainly better today than they
were a year ago for non-disruptive changes in economic
interrelationships. For the purposes of this exercise, we have
assumed that changes in South Africa would be evolutionary and,
therefore, not disruptive to regional economic stability.

-
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4, Underdeveloped Citizen-Owned Enterprises and
Participation in the Private Sector

Attacking this barrier is fundamental to the project. It
breaks down into three components as follows:

A. Inadequate Citizen Business Skills and Poor
Knowledge of Opportunities

An increase in the number and quality of
citizen-owned enterprises and percentage participation in the
private sector is absolutely the key element in the project.
The Botswana local private sector is to be strengthened, and
for the private sector to flourish there must be a
strengthening of the local citizen entrepreneur and business
manager at both urban and rural levels. Increased attention
must be given to fortifying business skills and facilitating
understanding and action to take advantage of new
opportunities.

Citizens do not have a long tradition in the commercial/
industrial sector. Examples of family businesses being handed
over to the next generation are rare. Some recent gains,
however, have been made. The registering of new businesses,
largely by citizens, has shown steady growth from 528 in 1981
to an estimated 1714 1n 1989.

USAID has participated in this in a variety of ways --
through, for example, financial management seminars and
business start-up seminars which have attracted large numbers
of firms and individuals. Training has been held at the
Botswana Institute of Development Management (IDM) and at other
locations in such fields as management, financial
administration, and skills training in such vocations as
specialized as bone carving.

The creation of a Small Business Association in November
1989 1ndicates the emergence of the citizen business community
as well as the effectiveness of the training and short-term
technical assistance provided to the private sector. This
association was initiated by 25 of the 150 participants who
took intensive financial management training in late 1988 and
early 1989. At the launching of the association and more
recently through structured questionnaires, the founding
members largely attributed their recent business success and
newly-developed drive and initiative to this trainaing course.
The fifteen particaipants who completed a questionnaire
indicated a cumulative increase in investment of one .illion
Pula ($500,000) and 76 new employees. The association
membership has now swelled to over 4,000 as it has become the
Small Business Division under the Botswana Confederation of
Commerce, Industry and Manpower (BOCCIM).

iﬁhk
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In this program we expect to intensify this effort
through continued work with BOCCIM, the key business
organization in the country, in conjunction with IDM and other
local training and technical assistance entities. Our proposed
efforts are discussed in Section IVC.

B. Lack of Adeguate Support for Micro/Small Business
Citizen Entrepreneurs

The economic base in Botswana is too small to absorb
the growing numbers of people seeking wage employment. Citizen
entrepreneurship must increase over the long-term to absorb job
seekers. However, there is very little support, especially in
secondary cities and rural areas, for local entrepreneurs
either to start or manage new enterprises. This project will
help develop a local capability, principally through BOCCIM, to
provide this support to citizen micro and small-business
entrepreneurs. This eventually will become a totally private
sector capability of providing support through a nationwide
network of linked organizations and services.

The Project will work closely with the Peace Corps in
this effort. One BPED person will be assigned to work through
BOCCIM with a Peace Corps person assigned to Francistown to
assist in coordinating training and support activities.

5. Restrictive Policies and Requlations, and Weak
Implementation

This is an area which is improving from what it was a few
years past. What the project intends to do is to assist the
government and the private sector in policy reforms and
strengthening of implementation. This is the entire question
of regulation of the private sector -- to minimize regulation
to the extent possible and to support changes which essentially
free up the economy even more than i1t is at the present time.

Botswana has a remarkably open economy with free foreign
exchange allocations, full repatriation of profits, an
independent judiciary that has helped to preserve the integrity
of the system, a minimum of corruption, a lack of subsidies and
"statism", etc. Yet there have been policy elements which have
served to slow the growth in the private sector. Aand even
where policy change has occurred, implementation progress has
not always been parallel. The modifications which have taken
place are a direct result of the Francistown conference
supported by USAID policy development work performed with
BOCCIM and the UNDP, and based on recommendations made in the
Mission’s 1987 Strategy Assessment and Evaluation and follow-on
Private Sector Strategy Study.

The IMF’s Staff Report (1988, p. 19) summarizes this as
follows:



"The staff noted that while Botswana’s liberal trade and
payments system shouald and was playing an important role in
attracting foreign investment, the way in which other types of
regulations were being implemented was apparently a major
disincentive to investors. 1In the mission’s discussions with
both public and private sector managers, the difficulty in
obtaining licenses and permits - including work permits for
skilled labor - was frequently cited as one of the main
obstacles to new foreign investment and to the expansion of
productive activity more generally. This had an important cost
to Botswana in terms of lost employment and output, and the
authorities needed to simplify, speed up, and coordinate the
various required procedures."

The following are two key areas which the GOB and the
private sector have indicated a willingness to address:

Work and Residency permits

Much improvement has been made to the policy. For many
years, foreign investors/managers and other foreign staff have
received two-year work and residency permits, renewable every
two years. Realizing that this did not generate long-term
confidence and security for foreign investors, the GOB revised
1ts policy following the Francistown conference to permit (1)
an initial three-month temporary permit, (2) an initial
five-year permit, (3) renewable for another five years, and (4)
followed by "established residency" (and work permit) similar
to the U.S. "green card." While this policy change is
significant, implementation remains a problem. For example,
final approval of a work permit application can take up to 15
months. The system can handle 120 applications a week while up
to 100 a day are received in Gaborone alone. The need for
automating the system, i1dentified in a 1987 ILO report, still
remalins.

Licensing permits

Similar to work and residency permits, some positive
changes have been made 1n the licensing procedures.
Previously, the Ministry of Commerce and Industry (MCI) decided
upon all licensing applications, with appeals referred to the
President of Botswana. Now, MCI’s Director of Industrial
Affairs chairs the licensing decision-making committee and
appeals are submitted to the Minister. Vacant positions have
been filled and delays have been reduced. Implementation and
procedural problems still remain. Delays (up to six to eight
weeks) and i1inapproprlate decisions sometimes result from
inexperienced staff, an unautomated system, authorities making
commercial judgements and competitors allowed to object.



A. Insufficient Capacity of Praivate Sector to Analyze
Policies and Influence Change

BPED’s objective is to facilitate overall policy
changes and an overall system of open access and dialogue on
economic matters within the private sector and with the public
sector. The main avenue for change will continue to come
through BOCCIM, which represents the businesses in Botswana
responsible for approximately 80% of the business activity, and
is the recognized voice of the business community. There 1s a
considerable reservoir of knowledge in the private sector of
what rules and regulations need to be improved. Our dialogue
through such structured surveys as that conducted under MAPS
and frequent contact with the business community have
identified a number of these, including work and residence
permits and business licenses.

While BOCCIM has many strengths, its capacity to respond
and take initiatives in analyzing a broad range of policies
affecting private sector growth needs to be strengthened.
Currently, BOCCIM relies on its membership to discuss tax
issues with the GOB and uses a local consultant on labor
relations legislation. On other issues, its capacity to draw
upon expertise, both international and local, and respond
quickly is limited.

In positioning a policy analyst at BOCCIM, BPED will
assist BOCCIM and various industries to make specific
recommendations to Government on policies and implementation
procedures that require further modification, or
strengthening. The BOCCIM based activities will be structured
both to obtain short-term results and to strengthen BOCCIM as
an institution and increase its ability to carry out an ongoing
and effective dialogue with the GOB.

In the informal sector the basic question is not so much
one of restrictive policies and regulations as it is the
question of promotion, the training of people and access to
credit and support services. In encouraging promotion, USAID
would caution the GOB not to place any additional controls on
these emerging entrepreneurs.

B. Insufficient Ability of GOB to Develop, Implement
and Administer Private Sector Promoction Policies

There are several Batswana policy analysts in the
Ministry of Finance and Development Planning (MFDP). Five were
recently trained in the United States under the BWAST projects
(one has moved to the Ministry of Education). In addition,
there is a cadre of expatriate advisors at MFDP. There are few
policy analysts at the Ministry of Commerce and Industry,
although it is responsible for formulating and implementing
industrial policies. In both Ministries, the policy staff is
young and lacks experience, particularly with regard to issues
affecting the private sector.



The overall situation 1s complex in terms of the question
of basic attitudes and vaiues towards the private sector in the
government. Quite often at policy levels there is support for
various changes that need to be made in strengthening the
private sector, but at other levels, there often is reluctance
to make changes, a predilection for government intervention and
involvement rather than leaving the economy open to free and
fair competition.

Changes in attitudes are taking place, and government
speeches and messages reflect continuing change. More can take
place through a variety of programs that will be key elements
in the project. This is institution building and capacity
strengthening ~ through long-term training of officials who
will play prominent roles and impact courses and seminars to
reach personnel who implement the regulations and help
determine basic policies.

c. Impeded Growth of Women-Owned Businesses

A related area that should be looked at is the
impediments to the growth of woman-owned businesses. There are
many women-owned businesses, but experts agree that they are a
resource that must be more fully assisted to effectively
strengthen the private sector.

A WID report done for the Mission in conjunction with
BPED PID design and the WID "“Sectoral Keynote Issues Paper"
prepared by the GOB for NDP VII indicate areas of concern and
action. The keynote paper expresses GOB concerns in the area
of developments planning as:

(a) Lack of adeqguate gender-disaggregated information
has resulted in inadequate planning for women;:

(b) Misunderstandings about the changing roles of men
and women resulting in inadequate planning of programs
and projects has led to diminished returns to investment;
and

(c) Lack of clear~cut government policy on women has
made it difficult for program design and delivery.

6. Low Capacity to Attract and Absorb Foreign Investment and
to Export

Foreign investment and export growth i1n non-traditional
areas 1s 1mportant 1f jobs are to be created for a rapidly
expanding labor force. This is fully recognized by the GOB and
private sector. They agree that increased capital and new
technology investments must be made which are oriented to and
capable of producing competitive non-traditional goods for the
export market, due to the limited size of the domestic market.




If the country’s three traditional commodities are
discounted, and the economy 1s examined in terms of non-mineral
exports versus non-mineral elements of GDP, the increase 1in
non-mineral exports over the last four years 1s 20 percent
annually. Textiles (54%), processed meat products (300%), oils
and fats (550%), soap, pharmaceuticals and cosmetic products
(350%), machinery and appliances (200%) and transport machinery
and equipment (300%) are examples of segments with rapid growth
rates. While representing only 7% of total exports in 1987,
non-mineral exports do, in fact, exist and have been growing in
importance.

However, there is presently no system and little
expertise to attract foreign investment which is most
profitable to Botswana in the long term, i.e. in which the
Batswana participate and technologies and skills are
transferred. The Republic of Sc:th Africa has taken greatest
advantage of growing demand-sid:¢ >pportunities which have
increasingly appeared over the ..st decade or more.

Recent efforts by OPIC and A.I.D. have demonstrated that
it is indeed possible to attract productive investments.
Because of this participation, the investments to be attracted
wi1ll involve joint ventures, Batswana skilled jobs, technology
transfer, and potentially, increased agricultural activity.

Efforts such as those of AID/W and OPIC while necessary
to "get the ball rolling" and excellent for their specific
employment generation, technology transfer and export impacts,
can be only catalytic in nature because of the limited manpower
available in US offices to conduct this type of promotion.
However, efforts to date have shown that US companies can do
business in Botswana and provide models for use in attracting
additional investments. It is now up to the Batswana to learn
how to take advantage of their growing economy and improving
business environment to attract additional productive foreign
investment. BPED will concentrate on ties with the US, but
activities and techniques transferred to counterparts will
serve to increase Botswana interaction with the EEC, Asian
markets, etc.

A, Poor local Knowledge of Technologies and
Opportunities -

The constraints faced by the Batswana business
person include knowledge of a narrow range of exportable,
non-traditional export commodities, the non-competitive nature
of many domestically produced products on the export market,
and difficulty in obtaining information about markets and
potential business partners. The project proposes to help
overcome these obstacles, to the extent possible at this time.
This will be accomplished through local training, consultancies
and such programs as external business travel to the U.S. under
the Entrepreneurs International program and possible
participation 1n the Trade and Investment Service of the
International Executive Service Corps.



B. Poor Foreign Knowledge of Botswana Investment
Opportunities

The ability of Botswana to promote business
opportunities and target foreign investors from Botswana and
through 1ts embassies overseas is very limited. The
competition of neighboring countries for foreign investments 1is
strong and the opening of Eastern Europe to foreign investors
has many potential investors’ attentions distracted. The
possibility exists that sanctions will be lifted from South
Africa and that investments which might have come to Botswana
will go there instead. It is not clear, however, that the mere
lifting of sanctions will immediately make South Africa an
attractive investment opportunity. BPED will address these
constraints primarily through targeted promotion in the U.S.
and partial support for selected investments satisfying A.I.D.
and GOB criteria.

c. Inadequate Counselling and Assistance for Potential
Investment Partners

Three local organizations are providing assistance
to potential investors and their local investment partners.
These are the Botswana Development Corporation, BOCCIM and the
GOB Trade and Investment Promotion Agency (TIPA). All thres
organizations have needs to improve their knowledge and
abilities to provide the i1nformation necessary for potential
investors to make decisions. In this minor component of the
project, BPED will provide short-term technical assistance to
these organizations, through combined consultancies by IESC
volunteers, trade specialists, and local professionals.

7. Inadequate Basic Infrastructure

This is key to the growth of the Botswana private sector
and to the achievement of the purpose of this project. USAID’s
involvement here will be encouraging action through pelicy
dialogue and discussion, particularly in the service area where
the Mission has already had considerable dialogue on the
importance of additional sites and services, i.e. serviced
land. Urban housing is a problem, for both expatriates and for
local employees. The current backlog on housing is roughly
50,000 units. While the planned accelerated delivery of 40,000
serviced plots over the next three years will help, the limited
capacity of the construction sector to supply housing will
retard alleviation of this problem. USAID has consistently
stressed as a policy issue the important role which must be
played by the private sector to increase housing availability.

English medium schools need to be increased, not only in
Gaborone, but in secondary cities such as Selebi Phikwe. This
1s also a policy dialogue area in which personnel in the
Ministry of Finance and Development Planning and Ministry of
Commerce and Industry would be involved with BPED advisors,
BOCCIM and Mission staff.
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The African Development Bank will be involved in
transport. There is a need for expanding the road network.

Telephone and telecommunications improvements are moving
ahead rapidly and the government plans to expand 1ts efforts.

Botswana previously was almost exclusively dependent on
South Africa for energy, but now is self sufficient. Power
rates are relatively high and will be discussed under BPED.
Expansion is planned in power within the period of the
project. If the government adheres to this plan this should
satisfy the power requirements of anticipated emerging industry
for the foreseeable future.

In summary, the Mission will not be involved in the
infrastructure development area outside of collateral policy
discussions through BPED. This is an area to be funded by the
GOB, the IBRD, the African Development Bank and other donors.
The Mission believes that infrastructure development will keep
pace with private sector development needs, but will be a
continuing subject of policy dialogue.

8. Continued Access to External Markets

In terms of exports in the non-mineral sector, it is
important to maintain ties with Zimbabwe and with the EEC, the
last with preferred treatment through the Lome Convention.
South Africa is not a major export recipient of Botswana. Only
4% of Botswana’s exports go to South Africa, mostly beef. It
is not anticipated that South Africa will become a major
importer of Botswana commodities in the short and medium-term.
Much more important are such questions as the constraint of the
size of the local market and what this means in terms of the
types of industry that can develop; what is the export
potential to other SADCC countries, and what is the export
potential to the United States and the EEC. South Africa is
extremely important on the import side. It is critical to
maintain access to imports, most of which come from or through
South Africa.

These external market elements are, however, beyond the
scope of this project except for discussions under the policy
environment activities of BPED. Certainly the government’s
strong intention is to keep the lines of access open as fully
as possible; BPED will not have to deal with a xenophobia which
would inhibit free-trade patterns. There is a full sense that
Botswana is supportive of relieving identified constraints in
this area. The present situation will likely improve, 'inless
the political situation deteriorates. In any event, this area
is essentially outside the confines of the BPED project.
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9. Protective Regional Trade Policies, Regimes and Access

Protective trade policies of its neighbors limit
Botswana’s ability to increase trade and expand 1its
businesses. This 1s true in relation to SADCC Member States as
well as aspects of the Southern African Customs Union.
Naturally, the GOB, with substantive inputs from the private
sector, negotiates trade agreements to its greatest advantage.

This is not a major constraint at the present time, nor
is it BPED’s intention to focus specifically on this question.

10. Inadequate Numbers of Sufficiently Prepared and Able
Workers

The general constraint of insufficient numbers of
sufficiently prepared and able workers 1s a fundamental problen
which needs to be overcome over the longer-term if the private
sector is to evolve substantially. Part of this is related to
basic education. Overall adult literacy is 77%, 80% of the
school age population is in primary school, 41% in junior
secondary, and 19% in secondary education. There are
approximately 17,000 new workers entering the work force each
year basically at the completion of junior certificate level
which is nine years of education. They have little
work-related skills and the primary school curriculum has done
little to address this issue and attitudes related to the
development of the private sector. We are not attacking this
question in the BPED project. It will be an essential element
of the Mission’s FY 91 education project.

Part of this constraint, and more important over the next
decade to development of industry, 1is the lack of sufficient
vocational education opportunities. Other donors are involved
in this, particularly the Germans, the World Bank and the
British as well as the GOB. Four Vocational Training Centers
(VICs) have been built with IBRD assistance and staffed by
German experts. The British have assisted the Botswana
Polytechnic for several years and will provide technical
assistance for the new Institute of Accountants.

At the same time, the Government has made it clear that
it expects the private sector to provide skilled on-the=-job
training. The Mission concurs with this basic thesis and will
encourage this through policy discussions with BOCCIM and in
other forums. However, USAID will not be specifically involved
in vocational education in this project.

Health is also an important consideration in terms of job
performance. Again, USAID is involved in this area in a
limited fashion through the District Management Improvement
Health Project and through the Botswana Population Sector
Assistance Program’s family planning efforts which have a close
correlation with health. The Mission, however, will not be
engaged in this sector in the BPED project. The Swedish and
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British are major contributors in health, and they have given
every indication of continuing in this sector. Certaialy
Botswana’s health system, while still developing, is improving
rapidly and is better than in many developing countries.

E.2 SOCIAL SOUNDNESS ANALYSIS

a. Socio~Economic Environment

The Republic of Botswana is a multi-party democracy,
politically stable and fiscally conservative. Over 80% of the
1.3 million population are Tswana and speak the Setswana
languages. The population is 85% Christian. Approximately 90%
of eligible children attend primary schoecl, 41% in junior
secondary and 17% at higher education facilities. Progress has
been made in the expansion of education opportunities; the
quality improvement of curriculum and teaching skills is a
slower process. Health conditions throughout the country are
improving but are still very basic.

Land tenure in Botswana is of three types: (1) communal
(71%); state lands such as parks and reserves (23%):; and
freeheold land (6%). Today more and more of the people are
moving to the cities and it is expected that by the end of this
century, Botswana will be approaching a figure of 50% urban
dwellers. Gaborone is percentage-wise the fastest growing city
in the world with a population of around 120,000 at present.
Other towns such as Francistown, Selibe-Phikwe and some smaller
centers are also experiencing considerable growth.

Most of the population of Botswana may be classified as
rural. However, agriculture in Botswana is not self-financing
nor 1is 1t sufficiently productive to feed most families, even
in years with favorable rainfall. Because of this, there is a
strong interdependence between off-farm wage employment and
farm production. Various household members simultaneously
engage in agriculture and wage employment to subsist or to
accumulate wealth. Yet job opportunities, especially for the
uneducated and the untrained, are limited in Botswana. The
socio-economic result of this is that the distribution of
income and wealth is skewed severely. In fact, Botswana’s
social structure reflects an acute shortage of educated
Batswana and skilled labor.

Botswana’s population structure has an imbalance
stressing women and the young. The population is growing at a
rate of 3.3% per annum and is projected to double within 20
years. This dramatically affects the age structure of the
population which is heavily weighted towards young age groups.
A contributing factor to this population structure is the
prevalence of teenage pregnancy. 50% of all women aged 19 are
either mothers or pregnant, but 85% of all teenage pregnancies
are unplanned.
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In addition to contributing to the rapid population
growth, teenage pregnancy 1s a serious health problem, and is
the main cause of females dropping out of school. Although the
ratio of female to male students is 60:40 on entry to the
junior secondary (certificate) level of school, the drop out
rate is three times higher for girls than boys at this leveil,
and four times higher at the next, or senior secondary, level.
Pregnancy significantly curtails female education, which is
inversely related to household earning capacity. It also
contributes to the high number of female-headed, and
1mpoverished, households in Botswana.

The higher number of females can be explained partially
by the predominantly male phenomenon of international
migration. There are approximately 16,000 Batswana males
working in the mines of South Africa. 1In addition to
migration, there is a difference in life expectancy for men and
women, 52.7 and 59.3 respectively. The higher percentage of
women is most apparent in the working age group of 20 to 40
years, where women outnumber men in a ratio of 4:3. This ratio
1s reflected 1n the social system in that almost 50% of all
urban and rural households are female-headed. Unfortunately,
approximately 50% of these households fall below the
GOB-established poverty line. Women’s place in society is only
slowly improving: while having large families, they undertake
much of the farm work in the rural areas and provide much of
the labor in urban areas. At the same time, women hold senior
positions in Government and are playing a more active role 1in
the formal private sector.

b. Beneficiaries

The purpose of the planned BPED project is to
improve the environment for private enterprise development (ie.
policies, licensing, finance, skills, etc.) in order to
increase foreign and domestic investments, expand exports,
increase employment and expand and increase the number of
citizen-owned enterprises.

Given this purpose, a majority of the BPED project
interventions (e.g. policy reform, technical assistance, skills
training, commodities, and sc forth) are designed to remove or
minimize constraints to private enterprise development. These
include limited access to capital, credit and markets, and
inadequate technical and business skills. In a general sense,
(particularly in the more developed urban, and secondary or
market towns) both male and female Batswana will benefit from a
reduction or removal of these constraints. More specifically,
however, the inputs of the Botswana Private Enterprise
Development project will be targeted directly to several
segments of the society: individuals in the urban and
peri-urban private sector, and a few public sector employees.
It must be stressed that the project resources directed to the

N
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public sector are designed to: (1) increase the ability of thas
sector to make policy decisions that will strengthen the
private sector and to ensure the latter’s growth, and (2) to
enhance foreign and domestic private sector investment and
increase employment.

As indicated in other sectors of this PP, some of the
direct beneficiaries of the technical assistance, training,
commodities, and/or capital inputs of this project include the
members or staff of such organizations as the MCI, BOCCIM, and
the BDC. At the same time, the owners, managers, and employees
of existing and new private sector firms will have access to
the project training and TA resources and, thus, will also be
direct beneficiaries. However, since the intent of assisting
these people/organizations is to increase employment, exports,
local and foreign investments, and the number of citizen-owned
enterprises, a second set of direct beneficiaries will be the
employees of these new and expanded enterprises.

Support to citizen-owned enterprises is especially
important given the socio-political situation of southern
Africa, and given that Botswana is in the first generation of a
transition from a predominantly rural-based, non-monitized
economy to a more urban-based economy that will be
significantly reliant on commerce, industry and manufacturing.
This relatively rapid transition has been and is possible, in
large part, because of a significant infusion of non-citizens
with the necessary entrepreneurial skills.

In the short term, such an infusion will remain important
in order to expand and diversify the economy. However, over
the long term, it is extremely important that Batswana do not
find themselves in a situation where the economy 1s dominated
by a non-Batswana elite who achieve their status through the
efforts of a large, low-paid, unskilled or semi-skilled,
Batswana workforce.

To forestall this potential, it is extremely important
that citizens gain access to the resources necessary to
establish and/or expand their own businesses, and the training
necessary to advance to management and supervisory positions in
non-citizen owned enterprises. Although the impact on citizens
will have to be monitored carefully, the BPED project will
contribute to providing these resources and training and
therefore it will assist the citizens of Botswana to gain
greater control over their economy.

In addition to the direct beneficiaries of the project,
secondary beneficiaries will include the members of the
extended families of these individuals. This diffusion of
benefits is quite pronounced in Botswana because of the nature
of the social organization. Specifically, the extended family
provides a remarkably flexible unit of income generation,
capital investment and production. Members of a given family

VN
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are geographically and economically dispersed within or over
the macro-economy, thereby taking advantage of a variety of
income opportunities and spreading their risks against
failure. The family 1s central to economic undertakings and
filters and redistributes the proceeds from each activity.
Therefore, to the degree that Batswana continue their
traditional systems of reciprocal sharing, a large number of
secondary beneficiaries will gain from the success of the
project. As will be discussed later, an exception to this
reciprocal sharing system are many women-headed households.

Another set of secondary beneficiaries will include the
individuals associated with businesses emerging and/or
expanding as a result of the project’s success at attracting
1nvestment for manufacturing and industrial development.
Although these would be difficult to gquantify, they include
individuals involved in prime and sub-contracted construction
services, food service providers, and retail shops.

c. Social Impact

Given the Botswana Private Enterprise Development
project’s goal and purpose, there should be a positive social
and cultural impact from the project by increasing private
sector investment and productivity. The project should
contribute to a wider distribution of income among the
households of Botswana.

Moreover, in addition to contributing to economic growth,
the BPED project has the potential to alleviate some of the
economic circumstances that have contributed to a serious
weakening of the traditional systems of social support and
familial cohesion, especially for residents of rural areas
where approximately 75 percent of Botswana’s population live.

As alluded to earlier, this rural population is
confronted by an agricultural sector identified by frequent
cyclical drought, intermittent or non-existent crop production,
limitations to pastoralism, and limited non-agricultural
oppertunities. The economic constraints of rural areas have
resulted in the pattern of out-migration of adult males for
wage labor purposes and a concomitant skewing of the population
distribution where women, young adults, and children
predominate, as mentioned earlier. Moreover, it has been
estimated that the per capita income of 50 percent of this
population is slightly below $100 per annum and that a large
part of their economic survival (30-40%) 1s dependent on
government subsidies (e.g. food aid and schoeol lunches) and
remlittances from migrant workers (usually from the RSA mines,
which are experiencing a decline in demand). This is in
addition to their reliance on subsistence agriculture, small
stock raising, and hunting and gathering, when engaging in
these activities 1s practical.

These conditions of rural life have contributed to the
following socio-economic facts:



16

(1) urban households that have more than twice the
income of rural households, on average;

(2) male-headed households that have income two-thirds
larger than those headed by women:;

(3) 35 percent of male-headed and 48 percent of
female~headed households that fall below the poverty
line; and,

(4) that 48 percent of all households are headed by
women.

To the degree that the creation and/or expansion of labor
intensive enterprises, especially at secondary population
centers, will offer employment opportunities to various members
of the families in surrounding villages, the social fabric of
these communities should be strengthened.

The reasons for this vary but, basically, if such
economic opportunities are competitive with the RSA mining
and/or Gaborone employment possibilities, more adult males will
remain with and/or commute to the homes of their families, thus
decreasing the prevalence of de facto women headed households
and their attendant problems. This is important since the
existing pattern of out-migration of males for employment
purposes causes, among other things, the break-up of families
due to the long periods of separation, the decline of
agricultural productivity due to the absence of males to assist
in production activities (and due to the continued requirement
of women to consult with absentee males), the lack of role
models for children, the lack of adult males to represent
family matters in various village affairs, and the increased
work load on the women, young adults and children who remain at
the home site.

The creation of more employment opportunities might also
contribute to a reversal in the relatively recent male Batswana
pattern of postponing or foresaking marriage and its attendant
obligations and responsibilities due to an inability to afford
the costs of the contract (i.e. housebuilding, brideprice,
etc.). This pattern has contributed to the increase in the
number of de jure women heads-of-household and to the poverty
of such households.

In the specific case of women-headed households, it
should be stressed that the employment opportunities generated
by labor-intensive enterprise development should give rise to
an expanding formal and informal service industry. Thus an
improvement in the socio-economic status of some of these
households should be expected if these individuals become
involved in secondary employment generated to support larger
enterprise growth.
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Females and the BPED Project

The project should, i1n fact, have a very favorable impact
on females. At the direct beneficiary level and careful
project monitoring will ensure that the female staff of the
recipient businesses and agencies receive an equitable share of
the technical assistance and training offered. Also,
importantly, female-owned and/or operated businesses will
receive special attention in terms of TA and training by the
BOCCIM staff.

The project will also track the ratio of male to female
employees hired by the new or expanded enterprises. The recent
experience of Botswana indicates that females are both
competitive and effective at finding employment in urban-based
enterprises. Females are extremely evident in a wide range of
unskilled and semi-skilled positions. For example, at
construction sites they make and haul bricks and blocks, mix
and haul cement, and generally engage 1in activities supporting
the skilled laborers. They predominate on street cleaning
crews and in the less skilled positions of the service and
retail industries. They are also often the core workforce in
the larger manufacturing enterprises, such as those
specializing in textiles, food processing, and repackaging.

It should be clear that women are active contributors to
the social and economic condition and status of Botswana.
These contributions, however, are not reflected in their legal
status in society. In fact, in both Traditional Law and Common
Law (British/Dutch derived), women are accorded few property or
decision-making rights: indeed, they are roughly equivalent to
a minor in the household 1n terms of legal raights.

This situation is derived from traditions long held by
the Bantu-speaking Sotho-Tswana peoples. The male orientation
of their societies is reflected in their traditional descent
and inheritance systems (i.e. through the patrilineal or male
line) and through their marriage system (polygamy) and
male-oriented residence patterns (i.e. married couples live at
or near the residence of the husband’s father or other male
relatives).

In traditional society, also, the long-term relationships
between males was solidified frequently by arranged marriages.
Thus, for a price (usually cattle), women were exchanged to
establish close and friendly relationships between groups of
males and, most importantly, to expand the socio-economic and
political safety net of the male-oriented extended families.

In short, the Tswana peoples have a long cultural and
social tradition that has relegated females to the position of
a commodity not unlike that of other scarce resources. This
has been particularly true since, because of their reproductive
capacity, women were viewed by men as a resource to be
exchanged for political and economic gain, and not as an equal
legal partner in social and economic affairs.
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Of course, today, many of the traditional practices have
been abandoned or are in decline. For example, arranged
marriages and polygam; are rare and brideprice, when required,
can now be paid i1in cash rather than cattle. However, other
traditional practices remain strong, albeit with
modifications. Thus, by both Traditional and Common Law,
husbands control the disposition of commonly held property.
Most married women cannot own or control property that could be
used for loan collateral, such as an agricultural surplus or
cattle and they cannot sign for a commercial or personal
loans. Even cash earned by a wife in a micro or small
enterprise activity does not belong to her except at the
husband’s discretion. With divorce, or the death of the
husband, the wife may be entitled to one half of the commonly
held estate, to none, or to a "child’s portion", depending on
the marriage type. 1In fact, legally, in many ways, a woman is
in a better economic (but not social) position by remaining
single.

a. Summary and Conclusion

In sum, then, female entrepreneurs in the more
modern and monetized economies of the urban and peri-urban
areas, and probably some larger secondary or market towns, face
constraints to developing and/or expanding their enterprises .
that are shared with their male counterparts. This 1s
particularly true in terms of the need for financing, skills
training, and markets. Many of the BPED interventions will
address these constraints, for both male and female
entrepreneurs.

However, a majority of the women of Botswana face some
different and enormous challenges in order to become active
participants in the economic growth of the country, much less
to be active recipients of the BPED project interventions.
Among these are their lower educational attainment levels and
the fact that skills training programs have to be offered
without undue interference into the domestic responsibilities
of women, i.e. their timing, duration and locations are
critical. Advances in policy and law have to be made to
establish a legal basis for females to gain greater control

In addition to these specific problems of female
entrepreneurs, the foregoing discussions indicate that there
are several other real and potential social concerns and
problems in Botswana. These, and the specific problems of the
female entrepreneurs, can and will be addressed by the BPED
project.

An important concern, especially in the context of
southern Africa, is the issue of citizen control of the
economy. In this regard, many of the project activities will
be directed to the creation or expansion of citizen-owned
businesses.
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To the degree that the activities of all of the
implementing agenclies will lead to an expansion of employment
opportunities, the potentially explosive issue of high
unemployment rates for (unskilled) youths, especially in the
urban areas where they are migrating, will be diffused. This
is especially true given that the population structure 1is
heavily weighted to the young.

In the area of policy reform, BPED will support BOCCIM
and MCI in their efforts to address the policy issues that
particularly constrain the formation and/or expansion of
female-owned enterprises. In this regard, project supported
staff will liaison with numerous organizations that are
attempting to identify and remove legal and policy constraints
to female entrepreneurship. Among others, these will include
BOCCIM’s own Women in Business sub-committee and Small Business
Division, the Women in Business Association, the Women’s
Affairs Unit of the Ministry of Labor and Home Affairs, the
donor agency WID working group, and the Peace Corps.

Female citizen-owned businesses will be specifically
targeted to receive the BPED resources. BOCCIM will provide
production, marketing, and financial training and services for
small to medium, female-owned enterprise creation and
expansion, and BDC will continue to support the existing -
women-owned enterprises in 1ts portfolio, and they will
actively seek to expand their involvement with other such
enterprises.

On the issue of research, the project staff will also
track (and/or contribute to as appropriate) related on-going or
planned research programs that are or should address gender
1ssues. Among others, these would include the on-going
regional study of Women and the Law (jointly funded by a number
of donors), and the research being undertaken by such local
organizations as the National Institute of Development Research
and Documentation. Importantly, the project staff will also
identify research projects, TA needs, and training programs
that would enhance female entrepreneurship, especially in terms
of increasing access to capital and credit for small to
medium-scale female-owned enterprises.

In summary, the present assessment of the distribution of
benefits and costs of the project indicate that the social
consequences will likely be positive. This will be ensured,
however, to the degree that the project impacts favorably and
maximally on citizen-owned enterprises and on female
entrepreneurs and workers. While ultimate success necessarily
depends on the quality of the project implementation, analysais
of the project in terms of the social factors involved
indicates that the project 1s soundly designed to meet 1its
stated objectives.
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E.3. Economic Analysis

1. Economic Effects

A more detailed economic analysis and supportive
tables 1s contained in Annex E.3.

As was the case with BWAST II, the long-run objective of
the BPED project is to increase the number of trained Batswana
1n positions which foster economic development. The project
will also provide selected TA persconnel who will provide
necessary expertise until Batswana have acquired the requisite
skills and will fund feasibility studies to generate job
creation.

The Project is seen to have a number of major economic
effects, of which only four are measured here. First, the
project will increase the supply of better educated, more
skilled persons. The economic gain from the improved labor
supply is increased productivity, which is assumed to be
measured by increased earning potential.

Second, the returned Batswana will replace costly foreign
expatriates, thereby resulting in a savings to Botswana. The
non-salary costs of maintaining an expatriate in Botswana are
considered. Third, the training of Batswana and the provision
of TA Advisor will assist the country in meeting its economic
growth and employment generation targets.

Fourth, BPED will fund Botswana Development Corporation
(BDC) feasibility studies to create new businesses and increase
the number of jobs.

1. Economic Analysis

Economic Viability

Two measures of the economic viability of the
investment are examined. The first is the benefit-cost ratio.
The second is the Internal Rate of Return (IRR) i.e. the rate
at which the discounted costs and benefits are equal. Since
the excess of benefits over the costs is small, the sensitivity
of the conclusions is tested.

2. Calculations of the Benefit Streams

(a) External long Term Degree Training

The earnings profiles for public sector and private
sector employees are given in Tables 1. Private sector g
earnings are based on data for individuals without higner
education provided by the Central Statistics Office, Ministry
of Finance and Development Planning. Table 2 and 3 estimate
the wage differential attributable to university or advanced
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degrees in the public and private sectors. These estimates are
merely the difference between the earnings profiles without a
degree and the earnings profiles with a degree.

Since the project expects to finance 20 individuals, for
long-term training, an estimate of the additional wages
received due to the long-term training for the group of 20
individuals, is calculated in Table 4 column 4. The working
life of these individuals following training is assumed to be
20 years. Since one of the underlying assumptions in this kind
of analysis is that earnings reflect productivity, the earnings
stream for the group is used as a proxy for the improved
productivity due to the long-term training of Batswana.

(b) Short Term Training

In the absence of hard data on the impact of short-term
training on labor productivity or earnings in Botswana and, to
be consistent with BWAST II, it was assumed that the training
would result in a productivity increase equal to 10 percent per
year of the current average wage of individuals in the proposed
group targeted for training. The wage data was provided by the
wage profiles and the Central Statistics Office, Ministry of
Finance and Development Planning. Since the project expects to
finance short-term training for 8,800 individuals in-country
and 80 individuals for short-term international training over
five years, estimates of the impact of training for each group
were calculated and these estimates are shown in Table 4 column
5 and 6. The estimates of the impact of short-term training
for each group were staggered to reflect their different years
for completing the training.

(c) Long Term TA -~ Cost Savings

Since one must assume that wages paid non-citizen
personnel reflect their value to the economy, no additional
output will occur if a Motswana replaces a non-citizen in a
position. These costs are estimated to be approximately
US$35,000 per year for U.S. personnel. For this analysis, we
have assumed a savings of US$30,000 per year per expatriate
replaced or recruitment avoided because other, less costly,
foreign nationals may be replaced by returning Batswana. The
benefit stream resulting from the substitution on 20 Batswana
in positions currently held by non-citizens is given in Table 4
column 7.

(d) Employment Generation

As part of the National Development Plan 6, 1985 -
1891, the Employment Policy Unit at MFDP has estimated 5 years
intervals of manpower requirements necessary to achieve the
development targets to 2001. Over the period 1991 - 1996, when
BPED will provide the full-time equivalent of 7.5 persons (long
and short-term TA) to the country, the shortfall of university
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training manpower is expected to be 2 500 persons. An estimate
of BPED contribution to filling the manpower gap can be
obtained by dividing the shortfall (2,500) into the number of
person~years of TA assistance. The resulting ratio of .003,
when applied to the anticipated employment growth during the
period (56,300 persons), represents the project’s contribution
to achieving the development plan’s employment target in 1996.
In other words, the provision of 7.5 highly skilled persons
should assist the country to develop 170 jobs over the period
or 35 jobs per year (Table 4 column 8).

Over the period 1991-2001, after the 20 trained Batswana
have returned, the shortfall of university trained manpower is
expected to be 2,500 persons. Using the same logic as above,
the training of 20 Batswana will supply .08% of
university-trained manpower needed over the period. When this
percentage is applied to the total amount of anticipated
employment growth in the period (112,600), an estimate of the
employment creation impact of BPED yields an estimate of the
value of employment creation resulting from long-term training
component can be obtained. Over the period 1991-1996 BPED II
will supply the leadership and managerial talent to develop 450
jobs (56,300 x .008) or 90 each year. The Central Statistics
Office estimates that the average yearly cash wage for citizens
of Botswana across all economic sectors is P2,489 or USS$1,375.
The application of this average wage to the expected
contribution to employment generation for each year, from the
20 long-term professionals trained with project inputs. These
estimates are shown in Table 4, Column 9.

(e) Feasibility Studies

The records of the BDC indicate that they have had a
25% success rate of actual new businesses resulting from their
feasibility studies and that each new business has created an
average of 95 primary or direct jobs. Table 4 Column 10
reflect the economic impact of funding 60 feasibility studies
over the 5 year BPED project life; resulting in three new
businesses per year, using the value of $1,375 per job created.

In addition to the job created by the BDC portion of the
BPED, BOCCIM also assumes that their "non-training" activities
will create additional jobs. Although numerous jobs will
probably be created by BOCCIM in this manner and at a very
reasonable cost, their estimates of 60,000 jobs created at a
cost of $35/ job would be difficult to validate given the
newness of BOCCIM’s efforts in this area. Since the project is
economically sound based on BOCCIM’s contribution through
training, the additional jobs created by BOCCIM were not
included in the analysis. At the time of the mid-term
evaluation, there should be an adequate data base at BOCCIM to
indicate the value of the economic return from this effort.
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(£) Summa

Returns to the project have been identified and
calculated for three anticipated project effects, including:

- wage benefits due to long-term training of 20
Batswana;

- wage benefits due to short~-term training of 8800
Batswana; in-country and 80 short-term international
training participants:;

- wage benefits to the lost employment if the project
were not financed.

Each of these benefit streams are arranged in the
appropriate project years and